[ Downloaded from taxjournal.ir on 2026-06-08 ]

[ DOI: 10.61186/taxjournal.32.64.3 ]

-- Journal of Tax Research --

Volume 32, Issue 64, Winter 2025, 7-46
taxjournal.ir
DOI:/10.61186/taxjournal.32.64.3

The Effect of Managers’ Risk-Taking and Characteristics
Reporting Units on Aggressive Tax Reporting with Emphasis
on the Role of the Independent Auditor’s Report

MohammadJavad PhD, Department of Accounting, Faculty of
Management and Accounting, Rasht Branch,
Tasaddi Kari* Islamic Azad University, Rasht, Iran.

MSec, Department of Accounting, Faculty of
Humanities, Ardabil Branch, Islamic Azad

Alireza Taheri Lisar University, Ardabil, Tran.

MSec, Department of Accounting, Faculty of
Saeideh Naderi Hoor Humanities, Ardabil Branch, Islamic Azad
University, Ardabil, Iran.

Abstract

The current study aims to investigate the effect of the managers’ risk-taking
and reporting units on aggressive tax reporting, emphasizing the role of
independent auditors’ reports. The statistical population of the present study
consists of reporting units active in the Tehran Stock Exchange from 2013
to 2022. The required data was extracted from the official website of the
country’s stock exchange organization. The data were analyzed based on
multivariate regression and econometric models. The findings of the research
show that the overconfidence of managers and the profitability of reporting
units have a positive and significant effect on aggressive tax reporting. Also,
independent auditor report quality reinforces the effects of profitability and
debt ratio on aggressive tax reporting. The results show that managers’
overconfidence, profitability, and the quality of the independent auditor’s
report have a positive and significant effect on aggressive tax reporting. At
the same time, optimism, short-sightedness, and debt ratio do not have a
significant effect on this type of reporting. The results of this research can
provide a basis for identifying high-risk units and provide a basis for fair
taxation.
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Introduction

The most important source of government revenue is tax (Geraei Nezhad and
Chapardar, 2012); Therefore, governments pay special attention to tax revenues
to provide their financial resources. At the same time, taxpayers are trying to
avoid tax compliance and pay the least amount of tax. Considering that the
responsibility of preparing financial statements lies with the management
board of reporting units (Jamshidifard, 2010). Due to the fact that financial
statements are considered a tool for realizing the goals of managers (Azadi et
al., 2021) and managers can engage in activities that affect the audience’s belief
from the point of view of an opportunistic approach. Davis et al. (2012) fulfill
their interests in order to retain and earn rewards, including unrealistic costs,
using profit smoothing policies (Hosseini et al., 2021), disclosing engineered
information, and in other words aggressive financial reporting is not far off.
Since the basis of the information used in tax assignments, including taxpayers’
system, performance declaration, quarterly transaction report, and added value,
is based on the accounting system, and these reports should not deviate from the
reporting units’ financial statements, so it can be It was expected that aggressive
financial reporting would be a signal for aggressive tax reporting. There is a
positive and significant correlation between aggressive financial reporting and
aggressive tax reporting (Khani and Sultani Sferizi, 2011). Considering the
connection between aggressive financial reporting and aggressive tax reporting,
it is expected that the negative consequences of aggressive financial reporting
will affect aggressive tax reporting and overshadow government revenues. This
can affect the government’s income and expenditures and oblige the government
to finance from other methods or lead to a budget deficit. Because in aggressive
financial reporting due to possible deviation from the facts, it is expected
that favorable decisions will not be made and users’ decisions will not be of
sufficient quality. Therefore, the purpose of the current research is to investigate
the managers’ risk-taking of reporting units on aggressive tax reporting with an
emphasis on the role of the independent auditor. The importance of research
is to prevent negative consequences caused by aggressive financial reports,
including incorrect decisions. Knowing the factors affecting aggressive tax
reporting can lead to the improvement of users’ decisions. In this regard, this
research intends to test the following hypotheses:

1-1- Managers’ overconfidence has a significant effect on aggressive tax
reporting.

1-2- Managers’ optimism has a significant effect on aggressive tax reporting.
1-3- The short-sightedness of managers has a significant effect on aggressive
tax reporting.

2-1- The liquidity of the reporting unit has a significant effect on aggressive tax
reporting.
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2-2- The profitability of the reporting unit has a significant effect on aggressive
tax reporting.

2-3- The debt ratio of the reporting unit has a significant effect on aggressive
tax reporting.

3-1- The quality of the independent auditor’s report has a significant effect on the
relationship between managers’ overconfidence and aggressive tax reporting.
3-2- The quality of the independent auditor’s report has a significant effect on
the relationship between managers’ optimism and aggressive tax reporting.
3-3- The quality of the independent auditor’s report has a significant effect on the
relationship between managers’ short-sightedness and aggressive tax reporting.
4-1- The quality of the independent auditor’s report has a significant effect on
the relationship between liquidity and aggressive tax reporting.

4-2- The quality of the independent auditor’s report has a significant effect on
the relationship between profitability and aggressive tax reporting.

4-3- The quality of the independent auditor’s report has a significant effect on
the relationship between the debt ratio and aggressive tax reporting.

Methods and Material

The current research can be classified from various dimensions. So that this
research is among applied research from the point of view of the goal. Because
it has been done in line with the needs of society. Also, from the point of view
of data collection, it is among post-event semi-experimental researche. From the
point of view of its nature, this research can be classified as a proof-of-concept
research that was conducted using multivariate regression and econometric
models. The statistical population of the present study is made up of the active
units of the Tehran Stock Exchange. To homogenize the data, units were
selected that had a continuous and active presence in the Tehran Stock Exchange
between 2013 and 2022, and in addition to not changing their fiscal year, their
fiscal year coincided with the end of the year. Be active in the production field.
Based on this, 143 units (1430 companies) were examined after applying the
filter. The required data related to the variables were extracted from the website
of the Stock Exchange Organization, the Kodal system, and the Rehavard Novin
database. The operating model of the current research is explained as follows:
Model (1): BTDit = p0 + B1 OVERCONit + B2 OPTit + f3 MYOPit + p4 CRit +
BS ROAit + p6 DRit + p7 AUDINDIt + B8 OVERCONit x AUDINDIt + B9 OPTit
x AUDINDit + 10 MYOPit x AUDINDit + B11 CRit x AUDINDit + 12 ROAit
x AUDINDit + B13 DRit x AUDINDiIt + B14 SGit + p15 SOEit + B16 AGEit + p17
SIZEit + €it

In the model, a BTD consists of aggressive tax reporting, OVERCON
overconfidence of managers, OPT optimism of managers, MYOP
shortsightedness of managers, CR liquidity of the reporting unit, ROA return on
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assets of the reporting unit, DR debt ratio of the reporting unit, AUDIND quality
of the independent auditor’s report, SG is sales growth, SOE is state ownership,
INS is institutional ownership, AGE is the age of the reporting unit, SIZE is the
size of the reporting unit, and € is the model error coefficient.

Results and Discussion
Table two shows the descriptive statistics of the studied data for use in linear

regression.

Table 1. Descriptive Statistics of Research Variables

Variable Mean  Median Max Min SD S Kurt
BTD 0.087 0.058 0.673  -0.581 0.125  0.877 5.943
OVERCON  0.671 1.000 1.000 0.000  0.469  -0.729 1.532
OPT 0.460 0.000 1.000 0.000  0.498 0.159 1.025
MYOP 0.027 0.000 1.000 0.000 0.162  5.804 34.694
CR 1.725 1.420  27.095 0.209 1479  7.850  102.486
ROA 0.150 0.128 0.673  -0.581 0.155  0.388 3.747
DR 0.540 0.541 1.824 0.031 0.207 0.297 4.174
AUDIND 0.187 0.000 1.000 0.000  0.390 1.602 3.566
SG 0.405 0.320 18.169  -0.909 0.746 11311  237.630
SOE 0.488 0.575 0.994 0.000 0328  -0.401 1.694
AGE 2.994 2.995 4.007 1.609 0380  0.110 3.264
SIZE 15295 15121 22273 10988 1.945  0.525 3.131

Observation 1430 1430 1430 1430 1430 1430 1430

Source: Research finding.

Table 1 presents the descriptive statistics of the variables related to the main
model used for hypothesis testing. The most important measure of central
tendency is the mean, which represents the point of balance and the center
of gravity of the distribution, making it a suitable indicator for showing the
centrality of the data. For instance, the mean of the reporting unit size variable is
15.295, indicating that most data points for this variable are concentrated around
this value. The median is another measure of central tendency that reflects the
condition of the population. For example, the median of the reporting unit size
variable is 15.121, which implies that half of the data points are below this value
and the other half are above it.

Dispersion parameters generally serve as a measure to determine the extent
of data spread from each other or their spread relative to the mean. Among
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the most significant dispersion parameters is the standard deviation. The
value of this parameter for the reporting unit size variable is 1.945, indicating
that this variable has the highest degree of dispersion. Skewness refers to the
asymmetry of the frequency distribution curve. If the skewness coefficient is
zero, the distribution is perfectly symmetrical. A positive coefficient indicates
skewness to the right, while a negative coefficient indicates skewness to the left.
Additionally, positive kurtosis coefficients suggest that the distribution is taller
than the normal distribution, with the data more concentrated around the mean.
To ensure the robustness of the research results, the validity of the regression
relationships, and the significance of the variables, stationarity tests, and unit
root calculations for the research variables in the model were conducted. The
results of the unit root test for the model variables are presented in Table 2.

Table 2. Variables Stationarity Test

. . Im, Pesaran and Shin ADF - Fisher PP - Fisher
Levin, Lin & Chu . .
Var. W-stat Chi-square Chi- square

Statistics Possibility Statistics Possibility Statistics Possibility Statistics Possibility

BTD -8.726 0.000 -1.937 0.026 369.003 0.000 375.796 0.000
CR -11411 0.000 -2.784 0.002 397.318 0.000 392.997 0.000
ROA -10.891 0.000 -3.059 0.001 383314  0.000 389.289 0.000
DR -13.061 0.000 -4.062 0.000 399377  0.000  400.532 0.000
SG  -13.880 0.000 -5.377 0.000  422.077  0.000  479/848 0.000

Source: Research finding.

Based on the results from Table 3, the p-values of the tests for all research
variables are less than 0.05; therefore, the mentioned variables are stationary at
the level. The results of the normality test of the model errors are also presented
in Table 3.

Table 3. Normality Test of the Model Errors

Model Type of Test Statistics Significance Level Test Result P-Value Value
ﬁzglgl Jarque-Bera ~ 2.913 0.378 Normality of Errors - -
. Ba?:tt ) - . - 0.000

VAN PLimerTest - . - 0.000  9.466
ﬁzglgl Chi-Square - - Fixed Effects 0.000  60.088

Source: Research finding.
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As shown in Table 3, the significance level of the model’s disturbance term
is greater than 0.05, indicating that the errors are normally distributed. One of
the assumptions of the regression model is that the variance of the errors is
constant. If there is heteroscedasticity in the model, an increase or decrease in
the independent variable will cause the variance of the model’s residuals to
change. In this study, to ensure the reliability of the results, Bartlett’s test was
used to examine the homogeneity of variances in the panel data. In Bartlett’s
test for homogeneity of variances, the null hypothesis is that the variances
are homogeneous, while the alternative hypothesis is that the variances are
heterogeneous. Given that the result of Bartlett’s test indicates a p-value smaller
than 0.05, it can be inferred that the error variances are heterogeneous, and
the null hypothesis of constant variance in the model is rejected. Therefore, to
address the heteroscedasticity of the errors, the generalized least squares method
was used. In panel data, the F-Limer test was used to choose between panel data
methods and pooled data methods. If the calculated p-value is greater than the
significance level of 0.05, pooled data will be used; otherwise, panel data will
be used. According to the results of the F-Limer test, since the p-value obtained
for the research model is smaller than 0.05, the panel data model will be used
for estimating the models. Additionally, to compare the explanatory power
of fixed effects and random effects models, the Hausman test was used. The
null hypothesis in the Hausman test indicates that the random effects model is
suitable for estimating the regression model, while rejecting the null hypothesis
supports the fixed effects model.

Given that the significance of the Hausman test is less than 0.05, the fixed effects
model will be used for estimation. Table 4 presents the results of estimating the
research hypotheses using Eviews-10 software and the generalized least squares
estimation method.

Table 4. Results of the Research Model Estimation

Variable Coefficient Std. Error t-Statistic Prob
OVERCON 0.003 0.001 2.147  0.031
OPT -0.001 0.001 -1.165  0.243
MYOP 0.001 0.019 0.062  0.950
CR 0.003 0.001 3.834  0.000
ROA 0.786 0.010 76.694  0.000
DR 0.002 0.006 0320  0.748
AUDIND -0.021 0.010 -2.074  0.041
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Variable Coefficient Std. Error t-Statistic Prob
OVERCONXAUDIND 0.002 0.003 0.728  0.466
OPTxAUDINDIT -0.002 0.003 -0.818 0413
MYOPxAUDIND -0.005 0.090 -0.297  0.766
CRxAUDIND 0.006 0.004 1.388  0.165
ROAxAUDIND -0.060 0.023 -2.634  0.008
DR*xAUDIND -0.038 0.016 -2.367  0.018
SG -0.003 0.001 -2.666  0.007
SOE 0.003 0.006 0.469  0.639
AGE 0.011 0.006 1.795  0.072
SIZE -0.001 0.008 -2.267  0.023
©) -0.039 0.015 -2.516  0.012

0.753 =R? Adjusted R?0.747 =

1.694 = Durbin-Watson statistic 162.372 = F-statistic 0.000 = p-value

Source: Research finding.

The results presented in Table 4 indicate that the p-value for the F-test is
0.000, which is less than 0.05. Since the F-statistic represents the overall
validity of the model, it can be claimed that the model is significant with a 95%
confidence level and is highly reliable. Additionally, the results show that the
adjusted R-squared of the model is approximately 0.747, meaning that 74% of
the variations in the dependent variable can be explained by the explanatory
variables in the model. Given that the Durbin-Watson statistic for this model is
1.694, which falls within the range of 1.5 to 2.5, it can be asserted that there is no
autocorrelation in the model. The results in Table 5 also indicate that managerial
overconfidence has a positive and significant impact on aggressive tax reporting
in reporting units. However, managerial optimism does not have a significant
impact on aggressive tax reporting in reporting units. Additionally, the results
from the first sub-hypothesis test show that managerial short-termism also does
not have a significant impact on aggressive tax reporting in reporting units.
Regarding the second hypothesis, the results presented in Table 5 indicate that
the calculated p-value for the independent variable liquidity is 0.000, which is
less than 0.05, and the estimated coefticient for this variable is positive (0.003).


http://dx.doi.org/10.61186/taxjournal.32.64.3
http://taxjournal.ir/article-1-2483-en.html

[ Downloaded from taxjournal.ir on 2026-06-08 ]

[ DOI: 10.61186/taxjournal.32.64.3 ]

14 | Journal of Tax Research | Volume 32 | Issue 64 | Winter 2025

Therefore, it can be claimed that liquidity has a positive and significant impact
on aggressive tax reporting in reporting units. Additionally, the calculated
p-value for the independent variable profitability is 0.000, which is less than
0.05, and the estimated coefficient for this variable is positive (0.786). Thus,
it can be asserted that profitability has a positive and significant impact on
aggressive tax reporting in reporting units. For the independent variable
debt ratio, the p-value is 0.748, which is greater than 0.05, and the estimated
coefficient is positive (0.002). Therefore, it can be concluded that the debt ratio
does not have a significant impact on aggressive tax reporting in reporting units.
Regarding the third hypothesis of the research, the results presented in Table
4 show that the calculated p-value for the variable OVERCONXAUDIND is
0.466, which is greater than 0.05, and the estimated coefficient for this variable
is positive (0.002). As a result, it can be stated that the quality of the independent
auditor’s report does not have a significant impact on the relationship between
managerial overconfidence and aggressive tax reporting. Additionally, the
calculated p-value for the variable OPTxAUDIND is 0.413, which is greater
than 0.05, and the estimated coefficient for this variable is negative (-0.002).
Therefore, it can be concluded that the quality of the independent auditor’s
report does not have a significant impact on the relationship between managerial
optimism and aggressive tax reporting. Furthermore, the calculated p-value for
the variable MYOPxAUDIND is 0.766, which is greater than 0.05, and the
estimated coefficient for this variable is negative (-0.005). Thus, the quality
of the independent auditor’s report does not have a significant impact on the
relationship between managerial short-termism and aggressive tax reporting
either. Regarding the fourth hypothesis of the research, the results presented in
Table 5 indicate that the calculated p-value for the variable CRxAUDIND is
0.165, which is greater than 0.05, and the estimated coefficient for this variable
is positive (0.006). Therefore, the quality of the independent auditor’s report
does not have a significant impact on the relationship between liquidity and
aggressive tax reporting. On the other hand, the calculated p-value for the variable
ROAXAUDIND is 0.008, which is less than 0.05, and the estimated coefficient
for this variable is negative (-0.060). Thus, the quality of the independent
auditor’s report has a significant negative impact on the relationship between
profitability and aggressive tax reporting. Additionally, the results indicate that
the quality of the independent auditor’s report has a significant negative impact
on the relationship between the debt ratio and aggressive tax reporting.

Conclusion

Taxes are one of the most basic sources of income for governments. Therefore,
the fair determination and collection of taxes can lead to the adjustment of
the conflict of interest between the government and taxpayers. Because the
performance of the reporting units is directly related to the government’s income,
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and due to the conflict of interest between the government and the taxpayers, the
taxpayers are trying to identify methods for tax non-compliance. On the other
hand, the government also looks at the tax report with suspicion. Therefore,
the purpose of this research is to investigate the effect of the managers’ risk-
taking and reporting units on aggressive tax reporting, emphasizing the role
of the independent auditor’s report. In this regard, 143 reporting units (1430
years-companies) were selected and examined between 2013 and 2014 that
met the conditions of the research. In this regard, four main hypotheses and 12
sub-hypotheses were defined. After examining the model, the findings showed
that the first hypothesis of the research, that managers’ overconfidence has a
significant effect on aggressive tax reporting, was confirmed, and this means that
the more managers have high overconfidence, the more likely they are in Tax
reporting aggressively participates. It is necessary to explain that the second and
third hypotheses of the research that managers’ optimism and short-sightedness
have a significant effect on aggressive tax reporting were rejected, which shows
that the different managers’ risk-taking can also have different functions.
Also, the findings show that the hypotheses related to the effect of liquidity
and profitability of reporting units on tax reporting have been aggressively
confirmed. These results show that some characteristics of reporting units, such
as the managers’ risk-taking, can have different functions. In this regard, the
hypothesis of the effect of debt ratio on tax reporting was aggressively rejected.
In addition, the findings show that the sub-hypotheses of the influence of the
independent auditor’s report quality on the relationship between managers’
characteristics and tax reporting have been aggressively rejected. Also, the
effect of the quality of the independent auditor’s report on the two variables of
profitability and debt ratio on tax reporting has been aggressively confirmed,
which indicates the importance of profitability and debt ratio in the opinion of
independent auditors.

In general, the results of this research show that managers’ overconfidence,
profitability, and the quality of the independent auditor’s report have a positive
and significant effect on aggressive tax reporting. At the same time, optimism,
short-sightedness, and debt ratio do not have a significant effect on this type
of reporting. Therefore, the results of this research can provide a basis for
identifying high-risk reporting units and provide a basis for fair taxation.

Keywords: Aggressive Tax Reporting, Managers, Managers' Risk-Taking,
Reporting Units, Tax Reporting.

JEL Classification: H26, M41.
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