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Abstract

In order to cope with the global trend and the international practice, the
Ministry of Finance had promulgated “Assessment of Profit-Seeking Enterprise
Income Tax on Non-Arm’s-Length Transfer Pricing” in 2005. Prior studies reveal
that the multi-national firms will use the tax havens to minimize worldwide tax
burdens through related-party transfer pricing. The purpose of this study is to
investigate whether the implementation of non-arm’s length transfer pricing
legislation has significant effects on corporate tax avoidance, especially those
companies with many related entities in tax havens. The empirical results reveal that
the implementation of non-arm’s length transfer pricing legislation could reduce
corporate tax avoidance from related-party transactions through tax havens.
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27 mEAHEE (N=9,260)

Bk pHE % #c t i@
Intercept -0.142 -11.47%*%*
TP — -0.022 -0.29%**
THNUM + 0.001 1.53
THNUM*TP — -0.001 -1.99*
RD + -0.173 -6.62***
CAPINT +/— -0.044 -8.19***
EQINC + 0.896 7.48***
SIZE +/— 0.010 11.58***
PTROA + 0.600 58.13***
DEBT +/— -0.069 -10.96***

Adj. R-squared = 0.346
F=544.92 (p<0.0001)
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% P e % #c t &
Intercept -0.148 -15.48***
TP — -0.003 -2.70%**
THNUM + 0.001 0.39
THNUM*TP — -0.001 -2.78***
RD + -0.057 -2.88***
CAPINT +/— 0.010 2.41**
EQINC + 0.245 2.68***
SIZE +/— 0.010 15.29%**
PTROA + 0.433 54.79***
DEBT +/— -0.074 -15.47%**

Adj. R-squared = 0.332
F=505.58 (p<0.0001)
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Bk ApH e % #c t i@

Intercept 0.501 11.94%*%

TP + 0.032 3.92%**

THNUM — -0.002 -1.28

THNUM*TP + 0.004 2.51**

RD — -0.014 -.016

CAPINT +/— 0.140 7.80%**

EQINC — -5.367 -13.30***
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PTROA — -1.762 -50.57***

DEBT +/— 0.059 2.78***

Adj. R-squared = 0.275
F=390.82 (p<0.0001)
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30 fefd ¥ B Rk SR i B % (N=9,260)

Fik TR e % #ic tiE
Intercept -0.1429 [11.98%%
TP — -0.0174 -5.88***
THNUM + 0.0015 1.17
THNUM*TP — -0.0041 -2.63**
RD + -0.1691 -6.46***
CAPINT +/— -0.0452 -8.43***
EQINC + 0.8965 7.49***
SIZE +/— 0.0101 12.06***
PTROA + 0.6004 58.19***
DEBT +/— -0.0690 -10.98***

Adj. R-squared = 0.3468

F=547.09 (p<0.0001)
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% T2 i tie
Intercept -0.150 -11.84***
TP — -0.022 -8.98***
THNUM + 0.001 1.66*
THNUM*TP — -0.001 -1.98*
RD + -0.173 -6.59***
CAPINT + — -0.044 -8.11%**
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SIZE + — 0.010 11.90***
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Adj. R-squared = 0.343(N=9,260)
F=531.59 (p<0.0001)
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