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J. Y. Interpretation N0.694 ( December 30, 2011 ) =

ISSUE: Are the provisions of the Income Tax Act that allow only tax-
payers who support relatives or family members under twenty
years of age or over sixty years of age to claim an exemption
when calculating tax unconstitutional ?

RELEVANT LAWS:

Avrticles 7, 15, 155 of the Constitution ( &2 % = £ ~ % L 7
i€~ % - F I -+ 37 i ) ;Judicial Yuan Interpretation Nos.
547, 584, 596, 605, 614, 647, 648, 666, 682 ( 7 /= 2 F &
Tr - ~%7 M B SFT425 %2075 %
- EBENFAr o x o NSRS 2B
= A~ B f2f8 ) ; Article 17, Paragraph 1, Sub-paragraph 1,
Item 4, of the Income Tax Act (as amended on January 3, 2001
and on January 19, 2011) (#7#E f;2 % - = £ % - 7 % - A%
Sep P EFEARY, LE- T Zpigrat - 00F-
L4 p g o) ;5 Article 1114, Paragraph 4, and Article
1123, Paragraph 2 of the Civil Code ( &2 % - + - 7 +
EHe I s %-F-F L =% -3 ) ; The Ministry of
Finance Letle Tai-Chai-Shui-10004134920 of November 21,
2011 (pAsane EaA®- 00#-+ -1 - L - p ST
$-0002-=Zw4-0%&) -

* Translated by Chi Chung.
** Contents within frame, not part of the original text, are added for reference purposes only.
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HOLDING: Article 17, Para-
graph 1, Sub-paragraph 1, Item 4, of the
Income Tax Act as amended on January
3, 2001, stipulates: “The net consolidated
income of an individual equals the gross
consolidated income, as computed in
accordance with the preceding three Ar-
ticles, subtracted by the following exemp-
tion and deductions: 1. Exemption: Tax-
payers may claim a prescribed amount of
exemption for themselves, their spouses,
and their family dependents that meet any
.(4) Other rela-
tives or family members of the taxpayer
within the meaning of Article 1114, Sub-

of the conditions below. ..

paragraph 4, or Article 1123, Paragraph
3, of the Civil Code who are either under
twenty years of age or over sixty years of

age, are incapable of earning a livelihood,
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” The
requirement that dependents be “under

and are supported by the taxpayer....

twenty years of age or over sixty years of
age” for taxpayers to claim the exemption
(The same requirement appears in Article
17, Paragraph 1, Sub-paragraph 1, Item
4, of the Income Tax Act amended on
January 19, 2011.) violates the principle
of equality prescribed by Article 7 of the
Constitution, and therefore it shall be-
come void within one year from the date

of this Interpretation.

REASONING: The principle
of equality prescribed by Article 7 of
the Constitution does not mean equality
that is absolute, mechanical, or formal.
Instead, the principle of equality protects
substantive equal status under the law,
which requires that matters that are simi-
lar in nature be handled similarly, and
that differential treatment be justified by
appropriate reasons (see J.Y. Interpreta-
tion Nos. 547, 584, 596, 605, 614, 647,
648 and 666). Whether a particular legal
rule is consistent with the principle of
equality depends on whether the purpose

of the differential treatment is constitu-
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tional, and whether there is a certain level
of nexus between the classification and
the purpose that the classification seeks to

achieve (see J.Y. Interpretation No. 682).

Article 17, Paragraph 1, Subpara-
graph 1, Item 4, of the Income Tax Act as
amended on January 3, 2001, stipulates:
“The net consolidated income of an in-
dividual equals the gross consolidated
income, as computed in accordance with
the preceding three Articles, subtracted
by the following exemption and deduc-
tions: 1. Exemption: Taxpayers may
claim a prescribed amount of exemption
for themselves, their spouses, and their
family dependents that meet any of the
conditions below. ...(4) Other relatives
or family members of the taxpayer within
the meaning of Article 1114, Subpara-
graph 4, or Article 1123, Paragraph 3,
of the Civil Code who are either under
twenty years of age or over sixty years of
age, are incapable of earning a livelihood,
and are supported by the taxpayer....”
(The same requirement also appears in
Article 17, Paragraph 1, Sub-paragraph 1,

Item 4, of the Income Tax Act as amend-
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ed on January 19, 2011. The requirement
in Item 4 is referred to hereinafter as the
provision in dispute). Taxpayers who seek
to claim the exemption have to satisfy the
following requirements: Their relatives or
family members (hereinafter referred to
as “other relatives or family members”)
have to meet the requirement of the Civil
Code set out above, to be incapable of
earning a livelihood, to be supported by
the taxpayer, and have to be under twenty
years of age or over sixty years of age.
The age requirement of the provision in
dispute prevents the taxpayers who sup-
port other relatives or family members
more than twenty years of age but less
than sixty years of age from claiming an
exemption, which constitutes differential
treatment on the basis of the different

ages of the dependents.

According to Article 15 of the Con-
stitution, people’s right of existence shall
be protected. Moreover, Article 155 of
the Constitution stipulates that the State
shall give appropriate assistance and re-
lief to the aged, the infirm, and those who

are unable to earn a living. One of the
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measures that may be used by the State
to ensure people’s livelihood is the provi-
sion that taxpayers may claim an exemp-
tion when they support their relatives or
family members who are incapable of
earning a livelihood. If the State limits
the age of the dependents to the range be-
tween twenty and sixty years of age, such
a limit would decrease the will of tax-
payers to support their relatives or fam-
ily members who are more than twenty
years of age but less than sixty years of
age and are unable to earn a living. As a
result, such a limit would adversely af-
fect the livelihood or sustainability of
these disadvantaged people. Therefore,
whether the differential treatment caused
by the provision in dispute violates the
principle of equality should be subject
to strict scrutiny, which means that the
purpose of the provision in dispute has to
be constitutional, and that the classifying
standards and differential treatment are
substantially related to the achievement

of the purpose of the provision in dispute.

According to the Ministry of Fi-
nance Letter Tai-Chai-Shui-10004134920
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of November 21, 2011, the provision in
dispute uses the age of dependents who
are unable to earn a living as a classifying
standard for the purpose of encouraging
people to be filial, promoting fair taxa-
tion, raising tax revenue, and increasing
the efficiency of tax administration.
However, those who need support
due to their inability to earn a living do
not become self-sustaining simply be-
cause they become more than twenty
years old and less than sixty years old.
Similarly, the taxpayers who support their
relatives and family members who are
more than twenty years old and less than
sixty years old face a financial burden
that is the same as that faced by taxpay-
ers who support dependents who are less
than twenty years old or more than sixty
years old. In other words, the financial
burden of the taxpayers who support their
relatives who are unable to earn a living
is fixed across the different age groups
of the supported family members. The
provision in dispute affects the will of
taxpayers to support relatives or fam-
ily members who are over twenty years

old but less than sixty years old, which
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may decrease the level of family sup-
port provided to these relatives or family
members. Therefore, the provision in dis-
pute is inconsistent with the purpose of
encouraging people to be filial. Moreover,
it amounts to unfair taxation that some
taxpayers who are supporting their rela-
tives or family members cannot claim an
exemption when calculating their taxable
income simply because the supported rel-
atives or family members are over twenty

years old but less than sixty years old.

Furthermore, the taxpayers who
want to claim the exemption pursuant to
the provision in dispute have to provide
documents proving that the dependents
are indeed unable to earn a living. The
provision in dispute not only requires that
the dependents indeed are unable to earn
a living, but also requires that the depen-
dents be under twenty years old or over
sixty years old. The requirement that the
dependents be under twenty years old or
over sixty years old does not enhance the
efficiency of tax administration, but sig-
nificantly harms the interests of taxpay-

ers and their dependents. Therefore, the
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differential treatment caused by the age
classification in the provision in dispute
is @ means that lacks substantial relation-
ship to the end that the means seeks to
achieve, which means that the differential
treatment is arbitrary and thereby in-
consistent with the principle of equality
enshrined in Article 7 of the Constitution.
The age restriction in the provision in dis-
pute therefore shall become void within
one year from the date of this Interpreta-

tion.

Justice Yeong-Chin Su filed concur-
ring opinion.

Justice Si-Yao Lin filed concurring
opinion.

Justice Mao-Zong Huang filed con-
curring opinion.

Justice Pai-Hsiu Yeh filed concur-
ring opinion.

Justice Shin-Min Chen filed concur-
ring opinion.

Justice Chang-Fa Lo filed concur-
ring opinion in part and dissenting opin-
ion in part.

Justice Dennis Te-Chung Tang filed

concurring opinion in part and dissenting



opinion in part.

Justice Chun-Sheng Chen filed dis-
senting opinion, in which Justice Chi-
Ming Chih and Justice Huang, Hsi-Chun
joined.

EDITOR’S NOTE:
Summary of facts: Article 17, Para-

graph 1, Sub-paragraph 1, Item 4, of the
Income Tax Act as amended on January
3, 2001, stipulates: “The net consolidated
income of an individual equals the gross
consolidated income, as computed in
accordance with the preceding three Ar-
ticles, subtracted by the following exemp-
tion and deductions: 1. Exemption: Tax-
payers may claim a prescribed amount of
exemption for themselves, their spouses,
and their family dependents that meet any
(4) Other rela-
tives or family members of the taxpayer
within the meaning of Article 1114, Sub-

of the conditions below. ...

paragraph 4, or Article 1123, Paragraph
3, of the Civil Code who are either under
twenty years of age or over sixty years of
age, are incapable of earning a livelihood,
and are supported by the taxpayer....”

The same requirement appears in Article
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17, Paragraph 1, Sub-paragraph 1, Item 4,
of the Income Tax Act amended on Janu-
ary 19, 2011.

The applicant claimed an exemp-
tion for supporting other relatives or
family members when filing annual tax
returns in 2003, 2005, 2006, and 2007.
The National Taxation Administration of
the Northern Taiwan Province found that
the applicant’s claim failed to meet the
requirement that other relatives or family
members be less than twenty years old or
more than sixty years old. The applicant
disputed the government’s finding and
sued the National Taxation Administra-
tion in the Administrative Court. The
applicant lost the suit and applied for in-
terpretation on the question whether the
provision in dispute as applied by the Ad-

ministrative Court was unconstitutional.
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