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The Effect of an Enterprise Income Tax Exemption Scheme
for Energy Saving Investment on Taiwan’s Industry Sector

Chi-Yuan Liang'  Chian-Huei Tu> Ruei-He Jheng”  Hsin-Chiu Lin*

ABSTRACT

This paper evaluates the impact of an enterprise income tax exemption scheme for energy saving
investment on Taiwan’s industry sector. The enterprise income tax exemption scheme is an amendment
proposal of Article 10 of the “Statute for Industrial Innovation,” in which the tax exemption is applicable
to R&D expenses only. This paper suggests it to apply to energy saving investment as well. If enterprises
in industry sector increase their energy-saving investment, 15% of the energy-saving investment expenses
can be exempted from the enterprise income tax payable by it in the then current year. This paper employed
the industrial energy research data of ITRI, "Basic Norm Format for Tax Expenditure Evaluation" by the
Ministry of Finance, the Input-Output Tables, and Dynamic General Equilibrium Model of Taiwan to do
the policy evaluation. The results of the study indicate that: (1) Energy investment and total output value
will increase by 166 million NT dollars and 306 million NT dollars respectively, and GDP will increase
by 88 million NT dollars; (2) the estimated government tax net loss is 186 million NT dollars; (3) it could
create an energy saving effect of 12,395 metric tons of oil equivalent, 28,455 metric tons of carbon dioxide
equivalent, a reduction of 2,271 metric tons of total air pollution. It amounts to 297-334 million NT
dollars external benefit; (4) after taking the external benefits of energy conservation and carbon reduction
into consideration, the overall net benefit will be 111-148 million NT dollars. And hence, the enterprise
income tax exemption scheme for energy-saving investment is worthwhile for government to implement.
At presence, “Statute for Industrial Innovation” is under the process of legislation and revision. This
paper suggests that government should take this opportunity to implement this tax exemption scheme for
energy-saving investment for achieving the conclusion of 2015 national energy conference. For this, it will
be useful to refer to the successful experiences of international taxation preferential cases and domestic
experiences as well. The government can also use energy tax, energy R&D fund, or new business income
tax program, as alternative financial sources of energy-saving taxation preferential policies.

Keywords: Energy Efficiency, Tax Incentive, Tax Expenditure, Energy Saving and Carbon Reduction,
Statute for Industrial Innovation
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