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ABSTRACT

Introduction: Corporate Tax Planning (CTP) is a critical aspect of financial
management in publicly listed companies, particularly in Malaysia, where it
significantly influences the transparency and quality of financial statements. CTP
strategies are employed by businesses to optimize reported income and minimize tax
liabilities. However, these strategies, if unregulated, can lead to creative accounting
practices. This study focuses on the extent and influencing factors of CTP activities
among Malaysian publicly listed companies across seven industries.

Objectives: The research aims to evaluate the prevalence of CTP activities and identify
the determinants affecting them in these companies. It also examines the impact of these
factors on CTP across different industries within the Bursa Malaysia.

Methodology: Using secondary data from 135 companies listed on the Bursa Malaysia
from 2016 to 2021, this study analyses 810 firm-year observations. The data, sourced
from the Thomson One Datastream database, are examined through Fixed Effect and
Random Effect regression methods. The research is bifurcated into two segments:
assessing CTP across industries and identifying influencing factors such as Capital
Allowance (CAPINT), Leverage (LEV), Financial Distress (FDR), and Audit Quality
(AQ).

Results: The study reveals varying CTP, with the property industry exhibiting the
highest. CAPINT and LEV significantly influence CTP, while FDR and AQ do not.
These findings align with Agency Theory, which suggests that managers may engage
in CTP to align their interests with those of shareholders, and Tax Planning Theory,
which posits that companies strategically plan their tax obligations to maximize
shareholder value.

Conclusion: This research underscores the importance of understanding the dynamics
of CTP within the framework of Agency and Tax Planning Theories. It offers insights
for stakeholders in complex sectors to monitor and regulate CTP practices, ensuring

compliance and maintaining the integrity of financial reporting.



ACKNOWLEDGEMENT

Firstly, 1 want to express my deepest appreciation to the divine for granting me the
opportunity and fortitude to embark on and successfully complete this demanding
master's program. This journey has been humbling, and each milestone that | have
achieved stands as a testament to the blessings that | have been graciously endowed
with.

In this scholarly journey, | have been fortunate to receive the unwavering support and
guidance of my supervisor, Dr. Yunita Awang. Her expert advice, constructive critique,
and unflinching belief in my potential have been integral to my academic growth and
the successful completion of this endeavor.

My sincere thanks also go to my co-supervisor, Associate Professor Dr. Nik Mohd
Norfadzilah Nik Mohd Rashid from Universiti Sultan Zainal Abidin (UniSZA). His
generous facilitation of necessary resources and his valuable assistance during the
crucial data collection phase significantly streamlined the research process. His
contributions allowed me to concentrate on delivering work of the highest quality.

| am deeply grateful to my esteemed colleagues and dear friends who offered their help
and support at various stages of this project. Their contributions have been pivotal. The
intellectual stimulation from our brainstorming sessions, the critical insights from our
discussions, and the supportive camaraderie fostered not just professional growth, but
also provided personal motivation and emotional sustenance.

This thesis holds a special place in my heart, as it is dedicated to the cherished memory
of my dearly loved husband, Mohd Nur Ain Bin Senin, and my parents. Their enduring
vision and steadfast resolve to ensure my education have been the guiding lights in my
journey. The values of perseverance, tenacity, and an unguenchable thirst for
knowledge that they instilled in me remain as pillars of strength, for which I am eternally
indebted.

In addition, a special mention is deserved by my precious little daughter, Nayla Elvina
Bt Mohd Nur Ain. Her innocent smiles and endless joy have been a source of comfort
and inspiration throughout this journey.

This achievement, therefore, is not just my own. It serves as a tribute to their dreams
and sacrifices, a manifestation of the lessons they taught me, and a symbol of their
enduring influence on my life. This victory is as much theirs as it is mine, and it is to
them that | dedicate it. Alhamdulillah.



TABLE OF CONTENTS

Page
CONFIRMATION BY PANEL OF EXAMINERS I
AUTHOR’S DECLARATION i
ABSTRACT iv
ACKNOWLEDGEMENT Y
TABLE OF CONTENTS Vi
LIST OF TABLES X
LIST OF FIGURES Xi
LIST OF EQUATION Xii
LIST OF ABBREVIATIONS Xiii
CHAPTER 1 INTRODUCTION 1
1.1  Research Background 1
1.2 Motivation 5
1.3 Problem Statement 6
1.4  Research Objectives 7
1.5  Research Questions 8
1.6 Scope and Limitation of Study 8
1.7  Significance of Study 9
1.8 Organisation of the Chapter 10
CHAPTER 2 LITERATURE REVIEW 12
2.1 Introduction 12
2.2 Corporate Taxation 12
2.3 Corporate Tax Reform in Malaysia 13
2.4  Corporate Tax Regulation 14
2.5  Corporate Tax Planning 16

2.6 The Difference Between Corporate Tax Planning, Corporate Tax
Mitigation, Aggressive Corporate Tax Planning, Tax Avoidance and Tax
Evasion 18

Vi



CHAPTER 1
INTRODUCTION

1.1 Research Background

A corporate tax, known as corporation tax or company tax, is a direct tax
imposed on the income or capital of corporations and similar legal entities. The tax is
often levied at the national level; however, it may also be applied at state or local levels
in certain countries. Corporate taxes can be categorised as either income tax or capital
tax, depending on the specific characteristics of the tax. The main goal of corporate tax
is to earn government revenue by levying taxes on the profits accumulated by
companies. The tax rate differs among countries and is frequently calculated as a
percentage of the corporation's net income or capital. Corporate tax rates may vary
between local and overseas corporations.

Several countries have tax regulations that obligate companies to pay taxes on
their global earnings, irrespective of the source of income. Nevertheless, several
countries implement territorial tax systems, where corporations are solely obligated to
pay taxes on the income generated within the boundaries of the country. Corporate tax
in Malaysia is a form of direct taxation that is levied on both resident and non-resident
corporations that earn income within the country. The corporate income tax rate is
depending on the classification of the company. There exists significant variation in
corporate tax rates across different countries, whereby certain country is commonly
referred to as tax havens owing to their comparatively lower tax rates. The reduction of
corporate taxes can be achieved through various mechanisms such as deductions,
government subsidies, and tax loopholes. Consequently, the effective corporate tax rate,
which refers to the rate at which an organisation ultimately pays taxes, tends to be lower
than the statutory rate.

The collection of corporate tax constitutes a significant portion of government
revenue, as highlighted by, (Sritharan & Salawati, 2019). Corporate income tax is a tax
that corporations must pay on their profits. Its aim is to provide money for the
government's social and political goals. Indeed, corporate tax serves as a significant
revenue stream for the Malaysian government. As presented in Organisation for

Economic Co-operation and Development (OECD), the total amount of direct tax
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