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ABSTRACT

Due to the introduction of Tax Corporate Governance Framework, it has widen up the corporate
governance scope for a company. It is because the stakeholders will consider the compliance
of tax governance crucial which can affect the reputation and financial performance of the
company in the long run. There has been limited research which study the correlation between
tax disclosure and the level of acceptance of tax governance in Malaysian companies. Thus,
this research paper used the quantitative methodology and content analysis to analyse the top
30 listed companies in Malaysia. The research into the level of tax transparency, which pertains
to the TCGF, involves three key steps. The comparisons are segregated into three categories,
high, mid and low level of tax transparency. From the results, stakeholders would have a better
comprehensions regarding tax disclosure items of each companies. Further in depth studies
should be conducted as tax strategy evaluation could contribute to tax fairness and responsible
tax practices for companies. Lastly, all this collective effort may potentially influence tax

policy discussions and regulatory changes towards more sustainable tax practices.

Keywords: Tax Corporate Governance Framework, Content Analysis, Tax Disclosure,

Tax Transparency

v



ACKNOWLEDGEMENTS

First and foremost, I would like to convey my sincere appreciation and gratitude to Professor
Dr. Fathilatul Zakimi Abdul Hamid, for the time he spent overseeing me. I was able to
accomplish this project paper with the help of his expert advice, opinions, motivation, and
insightful ideas. I am also grateful to all the colleagues from Lembaga Hasil Dalam Negeri

Malaysia (LHDNM) from Putrajaya Branch for their support.

I would also like to thank my father, Ang Wee Leong, my mother, Gan Yong Geok, and my
siblings for their support, collaboration, and understanding during my time in school. Thank
you to my beloved, Ling Wan Teng, as well as my child, Ang Sze Rui, who have always

provided me with inspiration, understanding, and patience.



TABLE OF CONTENTS

DECLARATION. ... .ottt ettt et s et e e e st eaeeseesseeseensesseesesnsesseensens i
PERMISSION TO USKE ...ttt ettt aeennas ii
DISCLAIMER..........coiiiiii ettt ettt ettt b et st be bt e sbeebe e iii
ABSTRACT ... ettt ettt b ettt e s bt et st e sbe e bt et e sbeebesaee e iv
ACKNOWLEDGEMENTS ...ttt sttt et \%
LIST OF TABLES .......ooo ittt ettt e e ettt e e e et ae e e e esbeeeeessaeeeeenseeeesessaaeeanns viii
ABBREVATIONS. ...ttt e e e e ettt e e e st e e e e ssaaeeesessaeeeesnssaeeeessssneeeanns ix
DEFINITION OF KEY TERMS ... ..ottt ettt e e et e e e s aae e e s enaaeeeenes X
CHAPTER 1 (INTRODUCTION) ..ottt
1.0 Background Of StUAY .....cccoiiiiiiiiiiiiici ettt taeeneeeaae e 1
1.1 Problem Of StAteMENT.....c..ooitiiiiieiieiie ettt et ettt e be e st e e b e e seeeeeeesaneens 2
1.2 Research QuesH@isa..oiinv....... A ILIMEESILL. Uiara. Malaysla...................... 3
1.3 RESEAICH ODJECTIVES ....eiiiieiiieiie ettt ettt ettt e st e tee s bt e aeeenseesseeenteesaeaens 3
1.4 Organization Of REPOTTS ......cc.eiriiiiiriiiieiieieeeeeee ettt st 3
CHAPTER 2 (LITERATURE REVIEW) ...ttt
2.1 Corporate governance (CG) and tax governance framework (TGF)........cccccooeviiviiiiiienins 5
2.2 Internal control mechanism - Board of directors (BOD) and management......................... 6
2.3 External Control MEChaniSm .........ccceeiiriiiiiiiiiniiieeicieeie et 7
2.4 Tax Corporate Governance Framework (TCGF) from IRBM............cccocoiiviiiiiiniiiiiees 8
2.5 Tax DISClOSUIE (TD) .eeuviieiieeiie ettt et e e e e tae e s taeesnaeeesnneaenes 11
2.6 Requirement of CG 1N MalaySia .........coouiiiiieiiieniieiieeie et et 13

Vi



2.7 Corporate Governance (CG) and Tax Disclosure (TD).......coocuvveviieeiiieeiieeeieeeeeeeeens 14

CHAPTER 3 (RESEARCH METHADOLOGIES)........ccccootiiiiiiniiiiiieneeneeeeee e
3.0 INEFOAUCTION. ..ottt st ettt e b e et e bt e et e et e sabee s st e enbeesseeenneas 16
3.1 Quantitative MethOdOLOZY ......c.eeeiieiiiiiiieiieeie ettt et eaeees 16
3.2 CONENt ANALYSIS 1.uuviiiiiiieiiieeeiie ettt e et e et e e e stte e et eeeeaeesaaeesssaeesssaeessseeesssaeessseeensseeenns 17
CHAPTER 4 (RESULTS AND DISCUSSION) ....cooiiiiiiiteeetee e
4.0 INTEOAUCTION ...ttt ettt et et e et e s it e et e sateebeesseeeabeesnbeenbeesneeenseas 18
4.1 High Level of Tax TranSparenCy .........ccccecueereerieeniienieeiie sttt ettt ste e eeeas 18
4.2 Mid-Level of TaX TranSParenCy .......c.ccceeeveereerieesieeereesieeereesseesseesseesssessseessseessessseenses 25
4.3 Low-Level of Tax TranSPar€nCy .......cueeecueeiiieerereeeeieeesiseeesiseeessseesseessssessssseesssseessseeenns 26
CHAPTER 5 (CONCLUSION) ...ttt eitesiteste ettt ste sttt eesesie e satesaeenseeseesaeenee
5.0 Introduction.. s st/ o3I i@ r it - A JEB v - M Al A QR R reererrereereenns 30
5.1 DISCUSSION ...ttt ettt ettt sttt ettt ettt b ettt sb e e bt et e e bt e bt etesaeesbeenteennenbeenee 30
T 10101 Uo7 15 10 o SR RRR 31
5.3 Limitation and FUuture STudy .........cccoooveriiiiiiiniiceeeee e 31
REFERENCES.........oooii ettt ettt sttt et ettt et e st e st et e eneesseenaesneens 33
APPENDIX T ..ottt ettt b e et sbt e bt et esbeeaesanens 39

vii



LIST OF TABLES

Page
Table I: Trend of Tax Disclosures 2020-2022 (AXIata) .........ccoceevvieeeiieeeireeerieeesreeesneens 17
Table II: Trend of Tax Disclosures 2020-2022 (MISC) .......oiiiiiiiiieeeeeee e 18
Table III: Trend of Tax Disclosures 2020-2022 (Maybank)...........ccccceeeeriieeniieenieeeree e, 20
Table IV: Trend of Tax Disclosures 2020-2022 (RHB)........ccccoeoiiieoiiieieeeeeeee e, 22
Table V: Trend of Tax Disclosures 2020-2022 (MR DIY) ...uiniiiiiiiiiieeeeeeeee e, 24
Table VI: Trend of Tax Disclosures 2020-2022 (WESTPORTS)....ccceeeiiieiiiiiieiieieesieeeen 25
Table VII: Trend of Tax Disclosures 2020-2022 (TM)........ooriiiiieniiieiienieeeeneeeiee e 26

viii



SAS

CG

TCGF

IRBM

TGF

BOD

AC

GCFO

OECD

BEPS

ABBREVIATION

Self-Assessment System

Corporate Governance

Tax Corporate Governance Framework
Inland Revenue Board of Malaysia

Tax Governance Framework

Board of Directors

Audit Committees

Group Chief Financial Officer

Organizations for Economic Co-operation and
Development

Base Erosion and Profit Shifting

X



Corporate Governance

Tax Corporate

Governance Framework

Tax Disclosure

Tax Transparency

DEFINITION OF KEY TERMS

Corporate governance is refer that “comply-or-explain”
structure delivers both flexibilities as well as to assess
compliance. (Orihara & Eshraghi, 2022).

The purpose of this Tax Corporate Governance Framework
("TCGEF") is to provide a description of the IRBM's
expectations about the Tax Corporate Governance
procedures and structures that should exist in the context of
an organization. It gives a set of recommendations for
applying tax risk administration approaches and handling
tax risks. (INLAND REVENUE BOARD of MALAYSIA (as
at 11 April 2022) TAX CORPORATE GOVERNANCE
FRAMEWORK, n.d.)

Tax Disclosure rules which are applicable during the tax
year require any taxpayer that contributes, straight or
indirectly, in a “listed transaction” and any firm taxpayer
that participates in “other reportable transactions” to file a
disclosure statement as part of the taxpayer’s return
(Mgammal et al., 2018).

Tax Transparency describe the results or the state achieved
by tax disclosure, either on mandatory or voluntary basis
that able to increase the recipients’ knowledge. (Miiller et

al., 2020)



CHAPTER 1

INTRODUCTION

1.0 Background of the Study

In Malaysia, the total direct tax revenue that was collected in 2020 was 115.11 billion
Malaysian Ringgit (Malaysia: Direct Tax Revenue | Statista, 2023). Tax revenue has been one
of the major revenues for the country. The tax authority has been collecting tax under the
Income Tax Act 1967, Petroleum Income Tax Act 1967, Real Property Gains Tax Act 1976,
and Labuan Offshore Business Activity Act 1990 (Abdul Wahab et al., 2017). As our country
is using the self-assessment system (‘SAS’), the taxpayers must compute their own tax liability
and file the tax return within the stipulated period. The taxpayers are required to provide
sufficient documentations to prove on the tax submission return whenever there is a tax audit
occurrence. Hence, it is quite essential that organizations ought to possess certain level of
knowledge to assess their own tax accurately and to reduce the scenarios of tax avoidance. Tax
avoidance has been defined as corporation undergoing certain activities by creating a “net
operating loss” and using a different calculation for the outstanding amount (Desai &
Dharmapala, 2005). This process is contradictory with the agency theory and put the companies
in a situation where the organization is violating the law and is not acting ethically.

Consequently, this could result in the organization being susceptible to tax penalties.

Corporate governance (CQG) is relatively important for organizations to “comply-or-
explain” (Orihara & Eshraghi, 2022). Hypothetically, the “comply-or-explain” structure
delivers both flexibilities as well as to assess compliance. Even with the promotion by
numerous organizations, very little is known about the level of acceptance for tax governance
in Malaysia although the expectation is that listed companies will have a more effective CG in

place. It is also proven that the Malaysian authority has shown significant effort to improve the
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Appendix 1:

Responsible taxation reporting criteria

1. Does the report mentioned the tax issues to the stakeholders?

2. Does the materiality analysis include tax issues, either explicit or as part of,
for example, economic and financial performance or business integrity

3. Does the report include a description of tax policy (or similar, such as tax
management or tax strategy)?

4. Does the tax policy mention tax heavens?

5. Does the tax policy mention transfer pricing?

6. Are tax issues mentioned in connection with risks?

7. Does the report mention regarding on the tax practices or reporting?

Sources: (Branco et al., 2023)
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