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Foreign source income earned by a controlled foreign corporation (CFC) generally is
not subject to US federal income tax until repatriation to the US (i.e., tax is deferred
until cash is repatriated).

Exception: Under anti-deferral rules, certain foreign-source income of a CFC is
taxable currently to its US shareholder(s). Such income is referred to as “Subpart F”
income.

CFCEZ:

Any foreign corporation is considered a CFC if more than 50 percent of the total
combined voting power of all classes of its voting stock, or the total value of all stock of
such corporation, is owned, or considered as owned, by U.S. shareholders on any day
during its tax year.

U.S. ShareholderE#:

A U.S. shareholder is a U.S. person who owns or is considered to own at least 10
percent of the total combined voting power of all classes of stock entitled to vote of the
foreign corporation.
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« Subpart F income must be included in the US shareholders’ gross income in the year
the income is earned, whether or not it has been distributed. The income is treated as
a deemed dividend subject to a US federal income tax.

\}=

« Subpart F IncomeE:

- Foreign Personal Holding Company Income (FPHCI) #ME#% & A 5 Fifs,
which comprises, inter alia, dividends, interest, royalties, rents, annuities, gains
from commodities transactions and certain gains from the sale or exchange of

property.
- Foreign Base Company Sales Income (FBCSI) /MR A B SEERE , 7%

- Foreign Base Company Services Income (FBCServl) 4R AT & B A, #F
%o .
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| Thank You

This publication has been prepared for general guidance on matters of interest only, and does
not constitute professional advice. You should not act upon the information contained in this
publication without obtaining specific professional advice. No representation or warranty
(express or implied) is given as to the accuracy or completeness of the information contained
in this publication, and, to the extent permitted by law, PricewaterhouseCoopers Taiwan, its
members, employees and agents do not accept or assume any liability, responsibility or duty of
care for any consequences of you or anyone else acting, or refraining to act, in reliance on the
information contained in this publication or for any decision based on it.

© 2012 PricewaterhouseCoopers Taiwan. All rights reserved. In this document, “PwC” refers to
PricewaterhouseCoopers Taiwan which is a member firm of PricewaterhouseCoopers
International Limited, each member firm of which is a separate legal entity.



