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Purpose: In the economy of most countries, tax is the main financial source
of the government in the revenue part of the budget. Tax aggressiveness
reduces taxes, which are the main financial source of the government, and
the factors affecting it have become very important. Therefore, this research
has focused on the effect of audit fees, audit quality, and board ownership
on the tax aggressiveness in companies listed on the Tehran Stock
Exchange.

Methodology: To test the hypotheses of the research, multivariate
regression was used based on combined data with the EViews software. The
statistical population in this research is the companies listed on the Tehran
Stock Exchange. The statistical sample included 130 companies during the
years 2015 to 2022, which were selected by systematic elimination method.
Findings: The results of three research hypotheses showed that audit fees,
audit quality and board ownership have a positive and significant effect on
tax aggressiveness.

Originality: Paying higher fees to auditors could encourage companies to
use tax fraud methods more aggressively. High-quality auditors may allow
companies to resort to risky tax practices out of concern for protecting their
reputation and professional interests. Finally, the ownership of company
board members creates an incentive to protect their financial interests in the
company.
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Introduction

n the economy of most countries,
Iespecially developed countries, taxes

are the main source of government
financing in the budget revenue sector and
cover a significant part of public spending;
so that in some countries 90 to 95 percent of
government public spending is financed
through tax revenues (Hasas Yeganeh et al.,
2019). In the Iranian economy, due to the
lack of transparency of revenues and the
inability of the tax system to correctly
identify the income of individuals, the
amount of withholding tax is insignificant.
However, a significant part of this
withholding tax is not collected, and even if
collected, the cost-benefit principle is not
observed. This means that the cost of
collection is greater than the tax collected.
A company's aggressive tax policy may
result from excessive planning by a
company. This aggressive method deals
with specific and diverse strategies in tax
planning that companies use to minimize
their tax liability. Tax aggressive reduces
taxes, which are the main source of
government finance, and the factors
affecting it have gained great importance.
The study of the trend of tax to GDP ratio
in Iran shows that although a lot of effort
has been made to improve this ratio by
simplifying the rules, reforming rates, etc.,
Iran is still struggling with the sinister and
abnormal phenomenon of tax avoidance
and evasion. Therefore, this study has
examined the effect of audit fees, audit
quality, and board ownership on tax
evasion.

Methodology

The current research is a quantitative study
in terms of its applied nature, from the
perspective of its method, and from the
point of view of the data collection style, it
is based on the use of secondary data. The
Codal site was used to provide primary and
initial information about the companies.
Also, the data collection method is library
and field; so that the library method was

used to collect research literature and

methodology, and the field method was

used to analyze data and evaluate
hypotheses.

The statistical sample is all companies
that exist in the statistical population
(except for companies that cannot be used
in the statistical sample of the research due
to the limitations listed below):

e The end of the companies' fiscal year
must end at the end of Esfand (in order to
ensure comparability of the information)

e The suspension of trading in the
companies' shares during the research
period should not exceed three months on
the Tehran Stock Exchange.

e To extract the necessary data, it is
possible to access the required financial
information.

e The company in question must be active
during the research period and its shares
must be traded.

e Given the differences in the corporate
governance structure and disclosure of
financial information in banks and
financial institutions (holding companies,
leasing companies, investment
companies, financial intermediaries), the
sample companies do not belong to this
category.

The sample size was obtained by systematic

elimination equal to 130 companies.

Results

In examining the first hypothesis, the
correlation coefficient between audit fees
and tax aggravation is a positive and
significant relationship of 0.004. Therefore,
it is concluded that audit fees have a
positive and significant effect on tax
aggravation and the first hypothesis is
confirmed. According to the coefficient, the
relationship between audit fees and tax
aggravation is not very high. Also, there is
a significant relationship between the
control variables of CEO duality, board
size, company size, financial leverage and
market to book value ratio with the
dependent variable of tax aggravation,
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respectively equal to 0.016, -0.136, 0.020,
-0.293 and 0.001.

Estimation of the first hypothesis model

Variables Coefficient t-statistic| p-value
Audit fees 0.004 2.529 | 0.011
CEO duality 0.016 9.657 | 0.000
Board independence|  0.011 1.585 ] 0.113
Board size -0.136 -2.844 | 0.004
Firm size 0.020 14.46 | 0.000
Financial leverage -0.293 | -12.720 | 0.000
Market-to-book rati¢  0.001 2.352 | 0.018
C 0.093 1.075 | 0.283

In examining the second hypothesis, the
correlation coefficient between audit
quality and tax aggravation is a positive and
significant relationship of 0.083. Therefore,
it is concluded that audit quality has a
positive and significant effect on tax
aggravation, and the second hypothesis is
confirmed. Also, there is a significant
relationship between the control variables
of company size and financial leverage with
the dependent variable of tax aggravation,
respectively, equal to 0.016 and -0.350.

Estimation of the second hypothesis model

Variables Coefficient| t-statistic|p-value
Audit quality 0.083 3.860 | 0.000
CEO duality 0.013 1466 | 0.142
Board independence| -0.023 -0.978 | 0.328
Board size -0.094 -0.658 | 0.510
Firm size 0.016 5.495 | 0.000
Financial leverage -0.350 -17.30 | 0.000
Market-to-book rati¢  0.000 0.737 ] 0461
C 0.156 0.661 | 0.508

In examining the third hypothesis, the
correlation coefficient between board
ownership and tax aggravation is a positive
and significant relationship of 0.051.
Therefore, it is concluded that board
ownership has a positive and significant
effect on tax, and the third hypothesis is
confirmed. Also, there is a significant
relationship between the control variables
of company size and financial leverage with
the dependent variable of tax aggravation,
respectively, equal to 0.018 and -0.358.

Estimation of the third hypothesis model

Variables Coefficient | t-statistic [p-value
Board ofdirectors | 51| 5900 | 0.003
ownership

CEO duality 0.013 1.460 | 0.144
Board independence|  -0.024 -0.999 | 0.317
Board size -0.086 -0.603 | 0.546
Firm size 0.018 6.194 | 0.000
Financial leverage -0.358 | -17.410 | 0.000
Market-to-book ratiq¢  0.000 1.409 | 0.159
C 0.102 0.431 | 0.666

Conclusions

According to the results, companies need to
be aware that increasing audit fees may lead
to a decrease in auditors' independence and
an increase in their tendency to cover up tax
aggressiveness measures. This can lead to
an increase in tax aggressiveness. The tax
organization should pay attention to sudden
increases in auditor fees in a company as a
possibility of tax aggressiveness. The tax
organization should be more precise in
examining and studying the taxes declared
and not just the taxes audited by the audit
organization and audit firms. Tax auditors
should pay special attention to the
ownership  structure of companies,
especially the ownership of the board of
directors, to identify tax evasion in the long
term. Companies should also increase the
number of independent board members.
Independent board members usually have
more oversight over the company's
financial activities and are less affected by
the personal interests of managers. This can
help reduce the tendency of managers to
engage in tax aggressiveness.
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