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Abstract

To be more in line with international practice, public listed companies in Taiwan
have to adopt International Financial Reporting Standards (IFRS) by 2013. Because
there are some differences between ROCGAAP and IFRS, adjustments of retained
earnings are required to move from previous GAAP to IFRS at the time of first-time

adoption.

There are several issues that need to be addressed due to the adjustments of
retained earnings. For example, whether the adjustments of retained earnings should be
taxed or not (including both income tax and income tax on undistributed earnings).
Another question is how to deal with the adjustments of retained earnings under the

integrated income tax system, especially the problem of variable income.

Competent authorities have responded those issues mentioned above since 2009.
The latest revised draft for income tax is also made to solve the same problem. In this
paper, the author makes some researches into how other countries deal with, and
analyze the problem with principle of legitimate expectation, ability to pay principle,

and the relationship between accounting principles and taxation, etc.

Keywords: IFRS, ability to pay principle, variable income, principle of legitimate

expectation
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%7 Jason Doucet, The Impact of IFRS on Corporate Taxation, Canadian Tax Foundation, 2012, at 78.
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% Deloitte, Choosing your GAAP Planning for the proposed removal of UK GAAP, at 6.
http://www.deloitte.com/assets/Dcom-UnitedKingdom/Local%20Assets/Documents/Services/Audit/UK _
Audit_Choosing_your_GAAP.pdf (last visited July 17, 2013).

% Ernst & Young LLP, Changing GAAP in the UK — The impact for banks and similar institutions,
Oct 2005, at 18.
http://tax.uk.ey.com/NR/rdonlyres/eusxiwcp5w5e6ghucecsuksxdxursdujpxhsr3gpx4jfnf66dirh67of3litn
grufgoy6iad4uj4215tes3iao2ire/Changing+GAAP+in+the+UK+19+0ct+2005.pdf (last visited July 17,
2013).

0 HM Revenue& Customs(& Ei{f 756 FH44 %), International Accounting Standards - the UK tax
implications, notel8.

http://www.hmrc.gov.uk/accounting-standards/int_accounting.htm#2 International Accounting Standards
- the UK tax implications (last visited July 17, 2013).

*! Robert Clarke & Steven Stewart, Spotting the differences between UK/ Irish GAAP and IFRS for
SMEs, Sep 21, 2010.
https://www.charteredaccountants.ie/Members/Technical/Finance-Leaders-Articles/Spotting-the-differenc
es-between-UK-Irish-GAAP-and-IFRS-for-SMEs---Robert-Clarke-and-Steven-Stewart/ (last visited July

17, 2013).
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* Martin Surya Mulyadi (2012), IFRS Adoption and Taxation Issue, International Journal of Arts and
Commerce, 1(7), at 162.
http://www.ijac.org.uk/images/frontimages/gallery/\VVol1lno7december2012/14.pdf (last visited July 17,
2013).

> ACHIEVING A COMMON CONSOLIDATED CORPORATE TAX BASE IN THE EU, The Centre for European
Policy Studies (CEPS) (BCMELSRIFZE tH.0s), 2005, at 24.

*® Report to the Trustees of the IFRS Foundation, Oct. 2012, at 55.
http://www.ifrs.org/Use-around-the-world/Global-convergence/Convergence-with-US-GAAP/Documents
/Analysis-of-SEC-Final-Staff-Report.pdf (last visited July 17, 2013).

*" The Centre for European Policy Studies(CEPS)(BMESEIFZL H1.04), supra note 45.
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/05 B
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2k o 77 2008 4> EEPE R EAE =N BIEE B N FE AR GAAP(Brazilian GAAP)
I EA IFRS gt ZFiSCFrERAY converge HY I FE adopt 1Y /5 = - & LA 2008

8 |CAI (The Institute of Chartered Accountants of India) Workshop on IFRS — Issues in Transition and
Taxation, at 9.

http://www.iica.in/images/2ndpptjamilkhatri.pdf (last visited July 17, 2013).

* Gaurav Mehndiratta, IFRS Convergence — A Taxing Issue.
http://www.thehindubusinessline.com/features/mentor/ifrs-convergence-a-taxing-issue/article1162284.ece
(last visited July 17, 2013).

S0 g g 4 International Financial Reporting Standards The current landscape for US tax executives,
published by Price Waterhouse Coopers in Dec, 2011, at 4; Global Tax Policy and Controversy Briefing,
published by ERNST&YOUNG in Jan 2012, at 10; New Tax Regime in Brazil, The; Haddad, Roberto, 20
Int'l Tax Rev. 34 (2009).
http://heinonline.org/HOL/Page?handle=hein.journals/intaxr20&div=103&g_sent=1&collection=journals

(last visited July 17, 2013).
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> Martin Surya Mulyadi, supra note 44, at 161.
2 |FRS adoption by country, supra note 42, at 42.
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> 4 E Pwe, Impact of IFRS on Korean Tax System, at 3.
http://www.amchamkorea.org/WEB-INF/upload/calendar/688_attach_3.pdf (last visited July 17, 2013);
Inland Revenue Board Of Malaysia( F& 2k /5 5n N [EEFT Ui /57), Tax Issues Arising from the Introduction of
IFRS & Improvement, at 3.
http://www.hasil.gov.my/sgatar/pdf/07%20-%20South%20Korea/A1SGATAR_KR_SP_TP1.pdf (last

visited July 17, 2013).
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% Horngren, ACCOUNTING, 6" editon, 2006, at 140.
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80 pariE —=ah > Bhag g Alley. C. & James, S. (2005), The Interface Between Financial Accounting
and Tax Accounting: A Summary of Current Research, Department of Accounting Working Paper Series,
84. http://researchcommons.waikato.ac.nz/handle/10289/1681 (last visited July 17, 2013); Simon James
(2002), The Relationship Between Accounting Principles and Taxation: A UK Perspective’, Asia-Pacific
Journal of Taxation, 6(3), 84-97. http://researchcommons.waikato.ac.nz/handle/10289/1681 (last visited
July 17, 2013).
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http://www.ato.gov.au/corporate/content.asp?doc=/content/29545.htm (last visited July 17, 2013).
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™ Jeff Ng (University of Chicago Booth School of Business), Tax and Non-Tax Incentives for Voluntary
IFRS Adoption: Evidence from the UK, October 12, 2009, at 32.
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