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A Study of the Impact of the Alternative Minimum
Tax Act on Implicit Tax

Jui-Yuan WU~ Song-Horng Lin~ Syou-Ching Lai"™

Abstract: The Taiwan government offers various tax incentives to achieve its economic
policy goals. However, in the long run, these incentives have seriously eroded tax base
and led to unfair tax consequences. To improve the fiscal budget and uphold tax equity,
the government enacted the Income Basic Tax Act (IBTA, hereafter), which includes
certain specific tax-exempt income items in the tax base. According to the Act, beginning
year 2006, a 10 percent minimum tax will be levied on businesses with specific
tax-exempt income. This study investigates the impact of IBAT on implicit tax. The
results indicate that prior to IBTA implementation, tax-exempt income derived from
securities transactions is negatively associated to risk-unadjusted pretax returns on
common stocks, consistent with the implicit tax theory. Additionally, the magnitude of
implicit tax on tax-exempt income derived from securities transactions is reduced after
IBTA implementation.
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Panel A : . iS4 fi $1% %% (20058) 2 4 4

i 4 Tk A B & Bt
RETURN 246 0.124 0.066 0.000 0.363
GAIN 246 0.093 0.180 0.000 1.437
BETA 246 0.813 0.434 -0.270 1.925
MV 246 22.364 1.565 19.337 27.326
BTM 246 0.833 0.479 0.066 2.753
ICA 246 0.162 0.121 0.000 0.440
ROA 246 0.122 0.082 -0.015 0.479
DIV 246 0.055 0.030 0.000 0.138
MKT 246 0.711 0.454 0.000 1.000

Panel B : 3 "4t f #1570 %515 (2006%) 2 f&k *

i < T ok el B E BB
RETURN 246 0.100 0.051 0.002 0.261
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BETA 246 0.865 0.370 -0.027 1.737
MV 246 22.671 1.518 19.945 27.815
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ICA 246 0.173 0.109 0.000 0.418
ROA 246 0.127 0.083 0.004 0.496
DIV 246 0.051 0.026 0.000 0.128
MKT 246 0.711 0.454 0.000 1.000
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DIV 492 0.053 0.028 0.000 0.138
MKT 492 0.711 0.454 0.000 1.000
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£33 RETURN — GAIN  GAINXAMT — AMT BETA MV BTM 1CA ROA DIV MKT
RETURN
GAIN -0.222
(0.000)
GAINXAMT - 0.196 0.644
(0.000)  (0.000)
AMT -0.198  -0.040 0.307
(0.000)  (0.186)  (0.000)
BETA -0.148  -0.005 0.000 0.066
(0.001)  (0.457)  (0.496)  (0.073)
MV -0.102 0.037 0.023 0.099 0.425
(0.012)  (0.208)  (0.304)  (0.014)  (0.000)
BTM 0.052 0.132 0017 -0178  -0322  -0315
(0.127)  (0.002)  (0.350)  (0.000)  (0.000)  (0.000)
1CA 0115  -0.103 0.008 0047  -0277  -0.286 0.180
(0.005)  (0.011)  (0.430)  (0.151)  (0.000)  (0.000)  (0.000)
ROA 0302  -0325  -0.212 0.031 0.217 0210 -0583  -0.086
(0.000)  (0.000)  (0.000)  (0.249)  (0.000)  (0.000)  (0.000)  (0.028)
DIV 0789  -0150 -0.148  -0.078  -0244  -0.094 0.098 0.083 0.173
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L RE AR EAS

rj'x g é '74‘ g

¥ o7 ek

€91



164§ §3*

REFATLRESE —NERAFLBRERTF FIREK
RETURN,, = f3y + BGAIN,, + B,GAIN, x AMT, + ,AMT, + ,BETA, + fMV,, + BBTM,,
+S1CA;, + FiROA, + P DIV, + p1oMKT, + &,

B EH R % tiE piE VIF
Intercept ? 0.018 0.648 0.518
GAIN - -0.031 -2.519™ 0.012 2.092
GAINXAMT + 0.031 1.783" 0.075 2.133
AMT ? -0.019 -5.525"" 0.000 1.284
BETA + 0.007 1.673" 0.095 1.398
MV + -0.001 -0.475 0.635 1.706
BTM + 0.013 2.6377 0.009 1.840
ICA - 0.030 2.078" 0.038 1.163
ROA + 0.150 5.940"" 0.000 1.862
DIV + 1.560 26.518"" 0.000 1.180
MKT ? -0.006 -1.586 0.113 1.384

Adj. R? 0.684

Fie 107.05 (p & =0.000)
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RETURN,, = f, + B,GAIN,, + ,GAIN,, x AMT, + B, AMT, + B,BETA, + BMV,, + B,BTM,,
+/B7ICAit + ﬂBROAit + IBQD]V;z + ﬂlOMKZ;t T &y

S EH B % i tiE piE VIF
Intercept ? -0.007 -0.306 0.760
GAIN - -0.020 -2.116™ 0.035 2.092
GAINXAMT + 0.011 0.868 0.386 2.133
AMT ? -0.004 -1.669" 0.096 1.284
BETA + -0.000 -0.129 0.897 1.398
MV + 0.001 0.562 0.574 1.706
BTM + 0.021 5.584"" 0.000 1.840
IcA — 0.023 2.112" 0.035 1.163
ROA + 0.112 5.936"" 0.000 1.862
DIV + 1.078 244317 0.000 1.180
MKT ? -0.005 -1.762" 0.079 1.384

Adj. R? 0.654

Fig 93.96 (p & =0.000)
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