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Extended Abstract

Introduction

Taxes are a motivating factor in many corporate decisions (Mukhtardin et al.,
2024). Aggressive corporate tax planning is an attempt at legal measures to
circumvent or minimize tax payments (Anyamikubuo, 2019). Aggressive tax
policy not only includes strategies aimed at minimizing a business's tax
liability but also considers the cash flow implications on the business,
determining when it is more beneficial for a business entity to settle its tax

liability without incurring any penalties (Fabian et al., 2022).

Given the importance of sufficient liquidity in different economic conditions
and the necessity of enhancing companies' financial flexibility, managers must
identify the scope of their authority and powers in controlling cash and
examine the factors affecting cash management (Keyghobadi & Hooshangi,
2019). Debt payment, including tax debt, flexibility, and the company's
financial performance, are regulated by the company's ability to generate
positive cash flows from operating, investing, and financing activities (Odeh

& Ezi, 2021).

Evidence from recent research indicates that managerial actions taken to
reduce corporate tax cash outflows through aggressive managerial activities
are becoming a common and increasing feature in the tax discussions of many
countries worldwide (Wu & Li, 2021). Therefore, this study aims to evaluate
the relationship between cash flow management and the extent of corporate
tax planning activities.
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Managers view tax avoidance as part of tax management, which is the
company's right to adjust costs. However, they must also consider their
responsibility towards national development. Adhering to a company's tax
responsibilities enhances its reputation and long-term business sustainability
(Vira et al., 2023). According to Jensen and Murphy (1990), agency theory
can be used to justify the positive correlation between cash flow management
and corporate tax avoidance (Fabian et al., 2022). Generally, there are two
perspectives on empirical research regarding tax avoidance activities: The first
perspective is that managers engage in tax avoidance activities to reduce the
company's tax obligations and save cash. Therefore, from investors'
perspective, tax avoidance increases company value. The second perspective
relates to the agency problem, where tax avoidance is used as a tool for
managers to seize opportunities and divert interests (managerial opportunism
theory). This ultimately leads to a decrease in cash flow and company value
(Lalbar et al., 2023). It can also lead to costs such as fines or legal expenses,
which may not always be apparent and can affect the company's reputation

(Humila et al., 2023).
Research Methodology
This research is applied in terms of its objective. To collect research data, the

Rhavard-e Novin software was used. Also, to test the hypotheses and finally
analyze the data, Excel software and Eviews statistical software were used.

The research hypotheses are as follows:

Hypothesis 1: There is a significant relationship between cash flows from
operating activities and corporate tax planning.

Hypothesis 2: There is a significant relationship between cash flows from
financing activities and corporate tax planning.

Hypothesis 3: There is a significant relationship between cash flows from
investing activities and corporate tax planning.

To test the research hypotheses, the following multiple regression model was
used:

Tax Py = By + B10AT;; + B, FAT;; + B31AT;; + B4ROA;; + BsSIZE;; +
BGLEVERAGE it T B7AGEit + BSFeCEOit + BgCash holdingsit + &t

All companies accepted into the Tehran Stock Exchange constitute the

statistical population of this research. For sample selection, using the
systematic elimination sampling method, data from 136 companies from 2017

to 2021 were extracted.

Results



O e La:ufjw ‘S)LJLo 6}.’.)"*"’13):’96"\53 LQLQQL.’.)-?' Co pdw

The estimated coefficient of the variables operating cash flow, net cash flow
from financing activities, and net cash flow from investing activities indicates
a significant relationship between operating cash flow and tax planning at the
0.05 error level. Therefore, all three research hypotheses are confirmed. Other
results show that the control variables of financial leverage and company age
have a positive relationship with tax planning. Furthermore, the CEO's
financial expertise and cash holding ratio have a negative relationship with tax
planning.

Discussion and Conclusion

Tax payments are considered one of the driving forces behind corporate
decision-making behavior. This is because cash is the lifeblood of any
business and is vital for the smooth operation of its daily activities. Studies
document mixed findings regarding the impact of tax planning on operating
cash flow (Odeh & Ezi, 2021). Based on the findings of the first hypothesis,
companies with high operating cash flow also reported a higher tax-to-profit
ratio. Operating cash flow is essentially the cash a company generates through
its business activities. It is also an indicator of whether a company can
generate enough cash flow to sustain and grow its operations or if it needs to
seek external financing. In situations of operating cash flow shortages,
managers try to reduce its effects by reducing other expenses, such as tax
payments, and thus engage in tax planning to reduce tax payments. The results
of this hypothesis are consistent with the findings of Fabian et al. (2022) and
Wang et al. (2019) and differ from the findings of Odeh & Ezi (2021).

Cash flow from investing activities includes the acquisition and disposal of
long-term assets. According to agency theory, management of cash flow from
investing activities can influence tax planning. The results of the third
hypothesis are consistent with the findings of Odeh & Ezi (2021) and Fabian
et al. (2022).

Based on descriptive statistics, on average and by median, most of the sample
companies have had lower tax rates than the overall tax rate of 22.5% for
companies listed on the Tehran Stock Exchange. This indicates that company
managers have generally engaged in tax planning to reduce tax payments.
Furthermore, considering the financial expertise variable of the CEO,
managers with financial expertise have made greater efforts toward tax
avoidance. In this regard, it can be suggested that selecting managers with
financial expertise for companies can reduce their effective tax rates further
than the current situation.
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Cash Flow Management and Corporate Tax Planning

Abbas Zeidabadi '
Hojatollah Atashi Golestani?

Abstract:

Controlling tax costs and avoiding paying taxes requires company managers
to plan their activities in such a way that the cash flow outflow from the
company is reduced within the framework of the rules. Because cash is an
important and vital resource for every economic unit and is important in
making many financial decisions. The main objective of this study is to
examine the effect of cash flow management on companies' tax planning. For
this purpose, information on 137 companies listed on the Tehran Stock
Exchange was reviewed during the period from 2018 to 2022. The required
financial information was extracted by referring to financial statements and
the new Rahavard software and hypothesis testing was performed using the
regression method. The research findings showed that cash flows from
operating activities, cash flows from financing activities, and cash flows from
investment activities have a positive and significant relationship with
companies' tax planning. Therefore, company cash flow management is
effective on managers' bold tax behavior.

Keywords:
operating activities, financing activities, investing activities, tax planning,

cash flow.
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