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Abstract

OECD was established in 1961 and their membership are developed
countries. OECD want to reduce tax avoidance behavior . China is a
developing country but China government also want to reduce tax
avoidance behavior in China. To avoid profit shifting and protect countries’
tax base, China have developed anti-tax avoidance laws. The spirit of anti-
tax avoidance of arm’s length principle have provision in China's
VAT(7) .On 25 November 2014, China government announced <general
anti-avoidance administrative method (Trial)>. At the same time, China
government signed of tax information exchange treaty with tax heaven . The
investigation shows that China's anti-tax avoidance due to overdue tax cases
on 6.79% in 2006, there are 29 cases to adjust and their adjust amount more
than 10 million yuan, there is one case to adjust and in this case the adjust
amount more than one billion yuan and average case of adjust amount is
5.74 million yuan; The investigation shows that China's anti-tax avoidance
due to overdue tax cases on 79% in 2014, there are 83 cases to adjust and
their adjust amount more than 10 million yuan, there are 20 case to adjust
and in this case the adjust amount more than one billion yuan and average
case of adjust amount is 30.68 million yuan.

The past 20 years, Taiwan’s companies have investment 2200 billion
dollars in foreign , of which 1,382 billion dollars have investment in China,
equal to about 62 % in this foreign investment . China is important for
Taiwan’s economic and trade development . Taiwan’s companies have
divestment 7.859 billion and disposal of subsidiary 6.2 billion yuan in the
second and third quarter of 2014 that phenomenon is known as Taiwan’s
Companies Exodus . Taiwan’s companies of business failure have many
reasons and the tax factor is one reason. Taiwanese said that "It is not
difficult to do business, but it is difficult to deal with tax problem " . There
difficult have several levels, the first one is , Taiwan's companies are lack of
understanding of tax law due to they can not distinguish between legal and
illegal tax avoidance behavior ; the second is in 2015 China's Business
tax will combine into China's VAT due to increase object of taxation of
VAT due to tax risk is large than before; the third is for the China IRS feel
VAT avoidance is tax evasion or drain invoicing ; fourth, the administrative
has long been criticized as "maintenance organization" and administrative
proceedings also up 94.5% of the active plaintiff withdrawal rate in 2014
that also affect the taxpayer's rights protection.



About tax avoidance, academia has focused on anti-tax law and direct
taxes that due to the companies are lack of indirect tax management
guidance . Therefore, this studies presents some of the types of cases of
VAT avoidance, as well as determining tax savings and tax avoidance .For
example, using comparative method, I will look into similarities and
differences between Value-added tax laws in Taiwan, China. I will collect
literature and analyze relevant IRS cases and court decisions about how to
decide the arm’s length. I want to help Taiwan's economic development.
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