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Abstract

This study objective is to investigate the relationship between auditor characteristics
and aggressive tax planning among public listed companies in Malaysia. In this regard,
the effect of auditor size, auditor opinion and audit fees on aggressive tax planning
was examined. The sample of the study includes 220 listed companies in the Bursa
Malaysia. The period of study was three years from 2017 to 2019 whilst firm size,
leverage, and return on assets are the control variables used. The results of this
research were determined in three hypotheses. The three hypotheses that explore the
relationship between auditors’ characteristic with aggressive tax planning were not
confirmed. But the results showed a significant relationship between the leverage and
return on assets with aggressive tax planning which support Hoffman's tax planning
theory where corporations seek to reduce the tax burden by using loans that increase
debt burden and reduce profit revenue. Tax authorities should focus more on leverage
and return on assets to identify aggressive tax planning, as this study shows a
significant relationship between both variables. This study also has limitations, such
as using public listed companies in Bursa Malaysia and therefore it is not applicable
to other countries' institutional systems. Results are dependent on how accurately the
proxies reflect effective tax rates, and the impacts of the auditor's connections with the

management of the companies were not examined.



Abstrak

Tujuan kajian ini adalah untuk menyiasat hubungan antara ciri-ciri juruaudit dan
perancangan cukai yang agresif dalam kalangan syarikat tersenarai awam di Malaysia.
Dalam hal ini, kesan saiz juruaudit, pendapat juruaudit dan yuran audit terhadap
perancangan cukai yang agresif telah dikaji. Sampel kajian merangkumi 220 syarikat
tersenarai di Bursa Malaysia. Tempoh kajian adalah tiga tahun dari 2017 hingga 2019.
Manakala, saiz firma, leverage dan pulangan atas aset adalah pembolehubah kawalan
yang digunakan. Keputusan penyelidikan ini ditentukan dalam tiga hipotesis. Tiga
hipotesis yang meneroka hubungan antara ciri juruaudit dengan perancangan cukai
yang agresif tidak disahkan. Tetapi keputusan menunjukkan hubungan yang signifikan
antara leverage dan pulangan ke atas aset dengan perancangan cukai yang agresif yang
menyokong teori perancangan cukai Hoffman. Di mana syarikat berusaha untuk
mengurangkan beban cukai dengan menggunakan pinjaman yang meningkatkan
beban hutang dan mengurangkan hasil keuntungan. Pihak berkuasa cukai harus
memberi lebih tumpuan kepada leverage dan pulangan ke atas aset untuk mengenal
pasti perancangan cukai yang agresif, kerana kajian ini menunjukkan hubungan yang
signifikan antara kedua-dua pembolehubah. Kajian ini juga mempunyai batasan,
seperti menggunakan syarikat tersenarai awam di Bursa Malaysia dan tidak boleh
digunakan untuk sistem institusi negara lain. Keputusan bergantung pada seberapa
tepat proksi mencerminkan kadar cukai yang berkesan, dan kesan hubungan juruaudit

dengan pengurusan syarikat tidak diperiksa.
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CHAPTER 1

INTRODUCTION

1.0 Background of the Study

Taxes are a type of expense that the government imposes on corporate entities that
generate money. Tax avoidance is an attempt by businesses or individuals to
legitimately decrease their tax liability by using multiple loopholes in current tax
legislation. However, there is a risk of misusing the word "tax avoidance," which can
lead to behaviours of such severe avoidance that they are referred to as "aggressive tax
planning" (ATP) (Barjoyai, 2021). Potes (1993) has described tax planning as the
manipulation of tax regulation, as cited by Ariffin (2007). The practise of ATP by
companies has become a hurdle for the tax authorities, which is preventing the
optimisation of tax collections and potentially costing the government’s income. The
term "aggressive tax planning actions" is used to describe both legal and criminal

manoeuvres, the former of which are often provided by an auditor or tax professional.

Examples of ATP actions in the Malaysian environment include the excessive claim
of tax benefits or the claim of incentives to which the firm is not entitled. In addition,
the corporation is claiming costs that are not permitted under the Income Tax Act of
1967. The taxation system itself may provide the potential for unintentional
distortions. The existence of distorted behaviour is a result of tax gaps in the tax
system. One of the unexpected behaviours is the aggressive minimisation of tax
obligations, which is a tactic utilised in tax evasion activities. Sunarsih and Oktaviani
(2016) found that board ownership, independent directors, audit committees, and audit

quality had a significant effect on ATP, but institutional ownership had no effect on
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