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Audit committees and their impact on tax planning practices: a study of a sample of Malaysian companies
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Abstract:

The study aimed to identify audit committees as a modern method of governance mechanisms, while
measuring their impact on tax planning practices for a sample of seven companies listed on the Malaysia Stock
Exchange during the period 2008-2017 (70 observations), using Panel Data models.The study concluded that
the Malaysian companies under study focus on external consulting and expertise provided by major auditing
firms (BIG4) in reducing their effective tax rates by up to 29%, which makes them bear effective taxes estimated
at 0.005. Therefore, the audit committees have no impact on corporate tax planning practices.

Keywords: Corporate governance, tax planning, major audit firms, audit committees, effective tax rates.
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BIG4 0.476 | -0.257 | 1.000
ETR 0.055 | -0.154 | 0.019 | 1.000
FEAC 0.099 | 0.225 | 0.056 | -0.115 | 1.000
INTAN_R&d | 0.021 | 0.260 | 0.038 | 0.228 | -0.082 1.000
LEV 0.092 | 0.108 | -0,205 | 0.013 | -0.542 -0.098 1.000
PPE -0.253 | -0.512 | -0.146 | 0.058 | -0.513 -0.536 0.442 | 1.000
ROA -0.222 | 0.104 | -0.012 | -0.538 | 0.376 -0.170 -0.324 | -0.253 | 1.000
SIZE 0.500 | 0.072 | 0.263 | 0.179 | -0.120 -0.268 0.377 | 0.212 | -0.326 | 1.000
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955 e UG Lo (ETR) Alasll sl pall Juae oy s cdlyudl Slpaie o bLaYI 03 08) Joazdl (o,
ly Jo¥) A ,all Lonw 1da uST L ¢(ROA) Jeuad! e wiladl ((FEAC) sudusdl ool 45 (ACC) sudusdl oyl
ol 8559 (ACC) 3ududl L (2585 ((ETR) lasll il ypuall Juae o Ao 38Me 5929 J) add colS ((lg Liwlyd
Jze SAN T I Adag L Jo¥1 Ayall uSTy e iy L (BIG4) ae L) (ETR) dasiy cn> 3 <(FEAC) 3u8udl
(ETR) logiy LS xS0 3l w8, a ohladuw! oo Yoy @bl lel) LudSl Basdl (e a8 Jidn 5555 Lidwlys
il 23S @19 Lilalyd A6 Bl s L 1 Lilazey b f3edad] ot cilelazz | sue (ACM) (yo (S o by
ABUS ((LEV) 2 Zad 01 oo Lyl Llmy) dasyy cAllaall casliundl Juaey clelaaz¥l sae on dedes 48N 3929 )
(INTAN_R&D) ysshailly el casylimas dwgall) e Jouad! «(SIZE) ezl «(PPE) duogalll Joual!
Laddlieg glid! 5
Fixed Effects z3gaidl plasiuly slisyal gddl Ll cadl s iyl dpmeall mludl 04 Jouzdl s

tehbe bl Jme 26,401 &Ll (e Régression model (LSDV)

0.048 )l uia; (ACM) Gedusll old ilelaiz| sucg (0.242 Hludes (ACC) Badaddl olad (0585 (o JST (gl 3l 3929 -
Al (Jo¥l s bl ad s Ldas e Ugude Adlas] ¥ wie ud ST ((ETR) Wlaadl sl Juas e

Y ias e 0.380 Hludey crge U LI %5 (soiume dis Aglbas] AV @b @lu clew (FEAC) Gudod) olxl 855 -
@b 3L 3529 puad AW Ao yall (a8 cUUS Lilazy L %2.66 (oiun dic Aibas] AV aly (Alaall sl yuall
(Al Lawati & Hussainey, 2021; Hendrani et al., 2020; Robinson et al., 2012b) ¢yo (S dulys o alis L lday

0.295 5ludes Alaall Cblpall c¥uae e (BIGA) oSl gduddl by Lalsdl Buuall cbhladud glu il sz -
Jde Aolas) UYs gotun Lic

Josin dbias! W5 (gotus wie 1,122 5l Wlaall cslyall c¥ass (e ((ROA) L3I e wslald gl 35 2929 -
3 ga

Jstie Ailas | A¥s gaiun die 1.007 ,lud; Alaall il pall c¥uas e (LEV) LW 23,0 gl il a2y -

(1&alall) LSDV a ludeils guliddl galiaid ¥l 7 3gaill gilis s :04 Joui

Variable Coefficient Std.error T-Statistic Prob
ACC -0.242 0.389 -0.623 0.535
ACM -0.048 0.037 -1.315 0.193
FEAC 0.380 0.166 2.280 0.0266**
BIG4 -0.295 0.159 -1.854 0.069*
ROA -1.122 0.441 -2.540 0.014%**
SIZE 0.114 0.080 1.424 0.160
LEV -1.007 0.426 -2.358 0.022**
PPE 0.283 0.321 0.882 0.381
INTAN_R&D 0.675 0.315 2139 0.036**
*** Significance 1% **5% Significance * 10% significance
Adjusted R-squared = 0.579
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