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ABSTRACT

The Alternative Minimum Tax（AMT）took effect on 1st January, 2006. Taiwanese government adopts this system in order to

avoid the tax revenue loss and unfairness re-sulting from the use of tax incentives which benefited only a small minority of

enter-prises and individuals. Therefore, this study focuses on the impact of AMT on corporate financing decision. Concerning the

effect of the AMT on a company financial policy between debt financing and equity financing, we find that companies filed AMT

still prefer equity finaning instead of debt financing by use of logit model. In addition, a preference for debt financing is positively

related to effective corporate income tax rate, company size, non-debt tax shield, profitability and asset growth rate. Finally, the

in-dustry effect is not found on the financing policy. Our findings are useful for tax reform of the authorities and financial decision of

companies.
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