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Tax Evasion and Audit Selection
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Abstract

This study uses Taiwan’s business income tax returns data from 2000 to 2002
and Tobit and Probit models to simultaneously investigate the determinants of audit
selection and business income tax evasion behavior. Our findings indicate that
Taiwan’s tax authorities employ a systematic audit selection process based on the
availability of audit resources and the information reported by the taxpayers to
select returns for audit. Firms with CPA-attested tax return, adequate liquidity and
tax preference status will more likely behave in compliance with tax laws. Other
firm characteristics including levels of taxable income and debt ratio, history of
missing filing deadlines, and the tax-payment-due status at filing time have
significant positive association with noncompliant tax reporting behavior. However,
our results fail to support the notion that higher likelihood of tax audit may serve as
a deterrent to corporate tax noncompliance in Taiwan.
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S B RELZAEE

FIHEAFINEE LRI ERARSEZTARSIT R LD, 2B G 4
% T S R HCA(SEM) K (7 A 45 o o frit > AFT A B[4]* Tobit %
Probit #-3] k & 4754 (A)% X (B) » A 41 Fpde™ ¢ & - FREL BRI 2 A2 B
H3% 1 5 58 S (reduced form) 14 URTL % AUDIT & N 2 % ¥ 5 i % ¥ > 5
=43) ¢ % 7 URTL * AUDIT v #h 275 *h 3 R4cia s f %% &~ %] 12 Tobit
% Probit #i-A] &8 URTL 2 AUDIT & p 2 % #c2 fieif & (fitted value)— =
UszaAMMTFMM%ﬁ%ﬁaﬂ4%&E§#ﬁfWﬁ?%*’ﬁﬁ%
9P TR P RBTEEARDE o F iﬂ” ZFEERIE-E - FEEATIR P2 o
#UmpfaAMMTFﬁ%@%fapé@&UMIﬁAWMNA»@iﬁ
=32 (A)2 S (B)2 Bt 0 £ 4 B2 Tobit 2 Probit #:3) & 3 454 (A) 2 5
(mﬂ%%&iﬁ&ﬁoﬁ%ivﬁzﬂﬁﬁgaﬁﬁﬁ%QWwW*%*i
34
LEf e FR2EFAPP I AT FE

LAFFRBRAAEF LS L B o FHA T A B
2 A PHA L 4 242 feif B (goodness-of-fit, X 7 iE 1%A8 %K) 2 I FEvf
PRI A 0 7T 85.3% B AT AR D AL G G %ﬁﬁf“fi#
AP Z T L -

>‘+ >

20 EFEPSFL AT

Probit i §F 4 17 » Jis ¥ ¥ * AUDIT

R R 5 4 i t- 18
INTERCEPT -2.6445 -25.334%
URTL F + 0. 0381 93.182%
LNREINC — -0.0202 -16.856*
BUDGET + 0.70E-05 6.647*
CREDIT + 0.3253 40.198*
LOSS + 0.0799 5.893%
TIME — 2.3510 23.460%*
DISTRICT? 0.1046 5.880%*
DISTRICT?3 -0.9163 -89.344%
DISTRICT4 -0.4283 -35.185%
DISTRICT5 -0.1090 -5.846*
IND2 -0.2960 -5.42(*
IND3 -0.2612 -19.379%*
IND4 -0.2936 -31.491*
IND5 -0.2643 -10.387*
IND6 0.0213 0.919

IND7 -0.3971 -25.268%*

Log-likelihood = -236,975.7, n=524,475
Restricted Log-L. = -249,815
X?=25,678.49 df=16, p<0.01
f{f%‘”ﬁ}?l?é 4 1 85.3%
FE R BRE A e | %*“L KET LBF -
2. URTL_F % % # URTL 54 (A)% ;4 (B)¥ #75 ¢t 2 8k {7 Tobit 7 3+ {5 2 feif @ (fitted value) °
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‘F;a_p%vi FRADHET R RR AP Y Fny 1 F g;ﬁn
Bz i o @ gt — &% 772 Murray (1995)%2 Alm et al. (2004)\ 2
4P o Murray (1995)% Alm et al. (2004)7 & %3 B2 ®w pa % ﬁ&_ +
PTG 2 A e Y FREE A AR
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I URTL 2 3022 (8 o 20130 R MG o 170 5 32 00 4
BETE 0T 2B LR ‘
E(URTL | CPA=1)—E(URTL | CPA=0)# 53 5 & 3 * € fF %Y ¥

FHFFRFRFLEREF

#4 AL IHEEL L ALF) R
Tobit i ﬁ'”ﬁ?:'év\ 17 0 % ¥ URTL

i W R % # i Ik
INTERCEPT 16.6758 27.021% N/A
AUDIT F — 12.6673 202.112* 0.3397
LNINC + 1.3148 123.356* 0.0353
DTR + 5.3972 10.847* 0.0762
CPA — -7.6111 -152.126* -0.1412
WITHHOLD + 0.6788 11.863%* 0.0189
ORG — -2.6424 -58.621%* -0.0634
QUICK — -1.0025 -15.627* -0.0269
DEBT + 0.3632 6.089* 0.0097
CREDIT — -4.4496 -99.897* -0.1011
TIME — -27.0731 -98.132%* -12.533
DISTRICT2 -0.4472 -5.126* N/A
DISTRICT3 11.3411 162.022%* N/A
DISTRICT4 6.4985 110.923* N/A
DISTRICTS 2.8354 42.912* N/A
IND2 1.6064 6.589* N/A
IND3 2.0194 32.136* N/A
IND4 2.0660 44 465* N/A
INDS 2.3862 19.770* N/A
INDG6 -0.1104 -0.592 N/A
IND7 3.4667 38.085* N/A

Log-likelihood = -418,839.3, 6="7.4472, n=524,475
LA b %A KT B
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e RAPER T R gl Vo G 0 SR B AR L
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21 ExaF2 42 FE BRaP
Probit i §F A 1% + & % ¥ : AUDIT

fh PR % dc &
INTERCEPT -2.4518 -19.788*
URTL F + 0. 0483 109.478*
LNREINC — -0.0492 -34.739*
BUDGET + 0.17E-04 13.335%
CREDIT + -0.0884 -8.440*
LOSS —+ 0.1464 8.750*
TIME — 2.0630 17.338*
DISTRICT? -0.0972 -4.630*
DISTRICT3 -1.3356 -99.283*
DISTRICT4 -0.3938 -27.914*
DISTRICTS -0.1204 -5.499*
IND2 -0.0366 -0.547
IND3 -0.0674 -3.999%
IND4 -0.0372 -3.130*
IND5 -0.0539 -1.747%%*
INDG6 -0.0440 -1.400
IND7 -0.1350 -6.994*

Log-likelihood = -170,450.5, n=524,475

Restricted Log-L. =-183,230.1

X?=25,559.14 df=16, p<0.01
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- ERPBEUNLLTTFE A 1EREP
Tobit i §F A 47 » s % ¥ * URTL

S Y 5 % ¥ t-iE LI E.
INTERCEPT 8.1717 13.521* N/A
AUDIT F - 11.2568 199.723* 0.3150
LNINC + 1.3592 129.377* 0.0381
DTR + 7.7721 15.567* 0.0771
CPA - 13.9524 137.406* 1.4690
WITHHOLD + 0.6584 11.438* 0.0191
ORG — -2.3715 -52.940%* -0.0592
QUICK - -0.2675 -4.150* -0.0074
DEBT + 1.9591 33.421* 0.0547
CREDIT — 0.5491 12.757* 0.0160
TIME — -24.4242 -90.283* -10.115
DISTRICT? 4.4408 51.644* N/A
DISTRICT3 16.1257 182.040* N/A
DISTRICT4 7.3655 122.641%* N/A
DISTRICTS 6.6997 97.266* N/A
IND2 0.6541 2.680%* N/A
IND3 1.3978 22.260* N/A
IND4 0.7931 17.447* N/A
IND5 1.1056 9.169* N/A
IND6 -3.0332 -16.221%* N/A
IND7 1.6170 18.066* N/A

Log-likelihood = -419,262.6, 6=7.4716, n=524,475
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