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Abstract

The purpose of this study is to examine the moderating effect of non-audit services fees on the relationship between
size, profitability, leverage, capital intensity, inventory intensity, financial distress and ethnicity with aggressive tax
planning. This study uses a sample from companies listed on the Malaysian (Access, Certainty, Efficiency (ACE)
Market from 2014 to 2018, comprising of 105 firm year-observations. The finding shows that the non-audit services
fee moderate the relationship between size, profitability, leverage, inventory intensity, financial distress and ethnicity
with aggressive tax planning except for capital intensity. It is hoped that the finding can assist readers in
understanding the nature of companies listed on the ACE Market, particularly their behaviour towards tax planning.
This study contributes to knowledge in the areas of financial accounting and taxation specifically on aggressive tax
planning, by introducing the moderating variable of non-audit services fee. The uniqueness of the use of companies
listed on the Malaysian ACE market will provide new avenue on the discussion on an aggressive tax planning issue,
which usually more focus on big firms. The framework used in the present study could serve as a basis for research
in other developing countries or regions.
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1. Introduction

A growing body of academic research on aggressive tax planning has come to the fore in recent years and has been
very important for industry players and academicians (Martinez, 2017). Aggressive tax planning is known to be one
of the ways that can be employed to minimize the tax burden, especially by corporate taxpayers (Wahab, Ariff,
Marzuki, & Sanusi, 2017). This activity can be undertaken by companies that exploit any loophole in the tax law to
gain tax advantage from the mismatch between the country's tax rules, which could then lead to minimizing the tax
burden, and subsequently, avoiding the payment of their fair share of taxes. Companies that are deemed to be
socially responsible are expected to comply with the tax law and pay the fair amount of tax (Salihu, Annuar,
Normala, & Obid, 2015). However, as tax has always been seen as a burden, companies tend to utilize any
opportunity to reduce the tax, for example by employing various tax planning strategies (Dhamara & Violita, 2018;
Eskandar & Ebrahimi, 2020; Mgammal, 2015; Oktaviyani & Munandar, 2017; Sadjiarto, Hartanto, Natalia, &
Octaviana, 2020).

Aggressive tax planning activities conducted by companies will result in the lowering of the companies' effective tax
rate (ETR) as compared to the statutory tax rate (STR) (Kasim & Saad, 2019). Previous studies have investigated the
determinants or factors that influence companies to pay a lower ETR than STR. Lower ETR shows that companies
involve in high aggressive tax planning activities (Higgins, Omer, & Phillips, 2015; Klassen, Lisowsky, & Mescall,
2016). Despite the long list of studies on aggressive tax planning activities undertaken by companies, the discussion
shall continue as there are a lot of changes in the industries that worth to be researched for. Besides, it is worth to
also include the moderating variable rather than a direct relationship, to promote new evidence on the determinants
of aggressive tax planning. A moderating variable is introduced when they are an inconsistent or unpredictably weak
relationship between the independent variable and the dependent variable (Baron & Kenny,1986). Binding from
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these arguments, we considered introducing the non-audit services fee as a moderating variable to provide new
avenue in the discussion of aggressive tax planning determinants.

The remainder of this paper is divided into five sections. Section 2 discusses the literature review and the
development of research hypotheses. Sample selection, variable measurement and the model are presented in section
3. Section 4 discusses the empirical results, and finally, Section 5 concludes the study and presents suggestions for
future research.

2. Literature Review and Hypothesis Development
2.1 Non-audit Services Fee as Moderator

Recently, it is common for auditing firms to offer non-audit services (NAS) in addition to audit services to enhance
the quality of reports produced. Companies that incur NAS must disclose the fee in their company's annual report.
The Sarbanes-Oxley (SOX) Act has strict limitations on the types of NAS and companies are required to disclose it
separately, based on its type, especially for tax services (Hogan & Noga, 2015). Previous researchers have given
several definitions of NAS fee. For example, Firth (1997) defined NAS as services provided by the auditor, which
include tax consultancy, systems consultancy, management advice, international business advice, human resource
management advice, and financial and investment consultancy. Santos, Cerqueira, and Brandao (2015) and Haron,
Ismail, Ganesan, and Hamzah (2016) agree that NAS fee as the fee paid by the companies to the auditor who
provided services other than audit services which also includes management advisory services or consulting, tax
services and accounting advice. The definition of NAS fee in Choudhary and Koester (2017) study are more focus to
any fee paid to audit firms only for tax services.

It is believed that the NAS sought after by most of the small and medium businesses is taxation services ( Ganesan,
Haron, Ismail, & Pitchay, 2017). This is due to the limited knowledge in tax system hindering them from having a
company's strategic planning for their tax-related aspects. This is often the major drawback for them due to the
minimum benefits they can obtain from their own strategies compared when seeking professional advice. Besides,
the complexity of the tax system, which usually opposed the accounting treatment, adds to the difficulties in tax
planning which may result in evasion activities. This argument is confirmed by Tee, Boadi, and Opoku (2016) that
small and medium businesses have limited knowledge about tax matters. Therefore, tax services, which include
income tax compliance and tax planning provided by external auditors, play an important role in the services
provided to small and medium businesses (Choudhary and Koester, 2017). Recruiting qualified personnel and hiring
professionals is seen as a good strategy in helping a company to solve the problem in tax matter (Laguir, Elbaz, &
Laguir, 2015; Mgammal, 2015; The Star, 2017).

Public accounting firms which provided both audit services and tax services tend to encourage companies' aggressive
tax planning behaviour (Klassen et al., 2016; McGuire, Omer, & Wang, 2012). Due to this, companies which have
hired an auditor for tax services to plan for their tax, have been found to pay higher fees for external audit services.
This further resulted in a significant reduction in ETR and enabled the company to enjoyed higher cash tax savings
and lower risk. The result is contradicted for companies which do not engaging auditor in the tax planning strategies
(Chyz, Naiker, Gal-Or, & Sharma, 2017; Donohoe & Knechel, 2014). The result is consistent with studies done in
German, Tehran and Malaysia where they found a negative relationship which indicated that the higher the NAS fee
the lower the companies' ETR (Burggrael, Wtrin, & Wei, 2017; Hussin & Noor, 2012; Saremi, Mohammadi, &
Nezhad, 2016) showing aggressive tax planning strategies has been implemented. Previous studies reveal that
auditors who provide NAS i.e. tax services are providers who can develop more effective tax strategies because of
the knowledge spill-over to their client's business, internal processes, systems, and industry, as they have access to
extensive internal financial information (Chyz et al., 2017). The following discussion has been narrowed to the role
of NAS in the relationship between ETR and the determinants.

2.2 The Influence of NAS Fee on the Relationship Between Company Size and Aggressive Tax Planning

Size is an important factor that has been used to determine audit fees and ETR. Aggressive tax planning usually
relevant for big size of companies as they have bare higher tax burden due to their large scale of operation. Pham,
Duong, Pham, and Ho (2015) found that there is a positive relationship between size and audit fees, where the larger
the company, the higher the fees for audit services, due to the number of works required. This result is consistent
when focusing on NAS, where larger companies are likely to incur a higher amount of NAS due to the complexity of
the operations (Bottaro, Castro, & Peleias, 2015; Hassan & Naser, 2013; Musah, 2017). Diverting the discussion to
the role of ETR and companies size, the direction of the relationship is the inverse direction, where the bigger size of
the firm, the lower their ETR (Adhikari, Derashid, & Zhang, 2006; Hadjidema, Stamatopoulos, & Eleftheriou, 2016;
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Nomura, 2017; Noor, Mastuki, & Bardai, 2008). Thus it is quite interesting to see the result of the analysis when
including NAS as the moderating to see how it will influence the relationship between size and aggressive tax
planning undertaken by companies. It is believed that NAS may influence the relationship between size and
aggressive tax planning. Therefore, this study hypothesizes that:

H1: The relationship between company size and aggressive tax planning is moderated by NAS fee.
2.3 The Influence of NAS Fee on the Relationship Between Profitability and Aggressive Tax Planning

In terms of profitability, higher profits will lead to higher audit fees as companies are seen having higher business
activities or transaction that require a thorough review of companies records (Januarti & Diponegoro, 2018;
Rusmanto & Waworuntu, 2015). Due to that, the available information on company revenue and expenses will be
thoroughly audited by the auditor (Joshi and Al-bastaki, 2000). This is consistent with the study by Musah (2017) in
Ghana, where the researcher found a positive relationship between the profit of the company and audit fees. In the
Middle East and North African region context, Hassan and Naser (2013) found no significant relationship between
profitability and audit fees in Emirates. Extensive studies have been done on the relationship between profitability
and ETR, which have produced mixed results (Derashid & Zhang, 2003; Hadjidema et al., 2016; Kim & Im, 2017;
Yinka & Uchenna, 2018). This mixed result was obtained due to the other factors that worth to be examined. Thus,
to have a deeper understanding of the relationship between profitability and aggressive tax planning, and the
prominent role of NAS in ensuring the quality of tax planning strategy, this study incorporated NAS in the analysis.
NAS in the previous study usually been used as an independent variable rather than moderating variable. Binding
from the above discussion, this study hypothesizes that:

H2: The relationship between profitability and aggressive tax planning is moderated by NAS fee.
2.4 The Influence of NAS Fee on the Relationship Between Leverage and Aggressive Tax Planning

Previous studies have found that companies that have higher debts are negatively associated with tax planning due to
the interest deductibility. Prior studies have shown mixed results where a positive (Parisi, 2016; and Wahab et al.,
2017), negative (Nomura, 2017; and Yinka and Uchenna, 2018) and insignificant (Vintila, Gherghina, and Paunescu,
2018) relationship between leverage and ETR has been found in these studies. The positive result was also reported
by Halperin and Lai (2015) in examining the relationship between leverage and audit fees (audit services and tax
services). It has been indicated that companies with higher debt have paid higher audit fees due to the risk taken by
the auditors in doing their job and also due to the greater risk of insolvency (Martinez, 2014). Besides, auditors who
have provided NAS (tax services) have a positive relationship with leverage in private firms (Dobler, 2014).
Nonetheless, no study has explored the moderating effect of NAS fee on the association between leverage and
aggressive tax planning. Thus, this study investigates the moderating effect of NAS fee on the association between
leverage and aggressive tax planning. This study, therefore, hypothesizes that:

H3: The relationship between leverage and aggressive tax planning is moderated by NAS fee
2.5 The Influence of NAS Fee on the Relationship Between Capital Intensity and Aggressive Tax Planning

Previous studies have extensively debated on the association between capital intensity and tax planning. Again
mixed finding has been reported where Hadjidema et al. (2016) and Rashid, Noor, and Mastuki (2015) however
found a negative relationship showing that higher capital intensity resulted in the lower ETR suggesting that
company implement an aggressive tax planning. Delgado, Fernandez-Rodriguez, and Martinez-Arias (2014) and
Vintild et al. (2018) found a positive relationship between capital intensity and ETR. This usually against the
industry practise where companies increase the ownership in capital asset to utilize the benefit of incentives. To dig
more into the nature of the relationship between capital intensity and aggressive tax planning, we consider including
NAS fee as it is related with the effort to have a better tax planning strategy by the companies. Since investment in
plant, property and equipment (PPE) can reduce the company's tax payment, the payment for NAS fee is expected to
influence this relationship. Thus, it is important to assess the moderating effect of NAS fee on the relationship
between capital intensity and aggressive tax planning. Thus, this study hypothesizes that:

H4: The relationship between capital intensity and aggressive tax planning is moderated by NAS fee.
2.6 The Influence of NAS Fee on the Relationship Between Inventory Intensity and Aggressive Tax Planning

Inventory intensity is among the frequents variables used as determinants of aggressive tax planning strategy
conducted by companies. High inventory is believed will yield to the high profit, but still, it will depend on how the
management manages the inventory. Previous studies have found conflicting result in the relationship between
inventory intensity and ETR. A negative association was reported suggesting that higher investment in inventory
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leads to a reduction in the tax payment (for example, Hadjidema et al., 2016; Savitri, 2017). On the other hand, some
studies have found a positive result (for example Hsieh, 2012; Noor, Fadzilah, & Mastuki, 2010; Vintila et al., 2018)
showing that company may pay the higher tax due to the turnover in inventory. To provide a new area of the
discussion on the determinants of aggressive tax planning, this study continues the examination of the role of capital
intensity on aggressive tax planning by introducing the moderating variable of NAS fee. NAS fee paid by companies
is expected to influence the relationship between inventory intensity and aggressive tax planning. Thus, this study
hypothesizes that:

H5: The relationship between inventory intensity and aggressive tax planning is moderated by NAS fee.
2.7 The Influence of NAS Fee on the Relationship Between Financial Distress and Aggressive Tax Planning

Despite the important role financial distress level in influencing companies' tax strategy, a limited number of studies
are available to study such a relationship. Previous studies have found that a higher level of financial distress leads
the companies to engage in aggressive tax planning (Cita & Supadmi, 2019; Edwards, Schwab, & Shevlin, 2016;
Richardson, Taylor, & Lanis, 2015; Sadjiarto et al., 2020) as they require high cash holding to continue operations.
Since a higher level of financial distress reduces the amount of tax paid by the companies, the presence of NAS fee
in such companies is expected to have a significant influence on the companies' aggressive tax planning activities.
This is when companies are willing to pay more fees for planning purposes which may result to lower tax burden and
increase their cash holding. Thus, this study hypothesizes that:

H6: The relationship between financial distress and aggressive tax planning is moderated by NAS fee.
2.8 The Influence of NAS Fee on the Relationship Between Ethnicity and Aggressive Tax Planning

Yatim, Kent, and Clarkson (2006) found that ethnicity has a negative relationship with audit fees. Studies which was
conducted in Malaysia context found that Bumiputera-controlled firms pay lower audit fees compared to
non-Bumiputera-controlled firms. However, the result of this study is inconsistent with the study by Johl,
Subramaniam, and Mat Zain (2012) and Wahab, Zain, and Rahman (2015) where they found that
Bumiputera-controlled firms pay a higher amount of audit fees for audit services. Wahab et al., (2017) also found
that there is a negative relationship between ethnicity and aggressive tax planning for large companies, where
Bumiputera-controlled firms are less aggressive in tax planning compared to the non-Bumiputera controlled firms.
Considering the above results, integrating NAS in the analysis is important to look into the willingness of companies
in investing money to seek professional opinion for aggressive tax planning strategies. Thus, this study hypothesizes
that:

H7: The relationship between ethnicity and aggressive tax planning is moderated by NAS fee.

From the above discussion, it is worth to consider including NAS fee to get new insight into the discussion between
size, profitability, leverage, capital intensity, inventory intensity, financial distress and ethnicity which commonly
used variables in the aggressive tax planning determinants. The issue of NAS fee seems worth to be investigated due
to the differences in terms of the variables used, changes in country' tax policy, culture and the other factors between
each country and in the country itself. Therefore, this study is important to be conducted because it uses the current
data, with the current tax policy, different characteristics of the sample used compared with the previous studies, and
the new variables introduced that might influence the companies aggressive tax planning activities when the NAS fee
is introduced. Furthermore, this study's result might give new avenue on aggressive tax planning topic, which
focuses on the NAS fee in the taxation area.

3. Research Design
3.1 Sample Selection and Data

This study focuses on Malaysian companies listed on the ACE Market of Bursa Malaysia from 2014 to 2018 that
were selected based on the criteria in Table 1. Companies listed on the ACE Market have been selected as a proxy
for small and medium-sized companies. The data were collected from DataStream software and the downloaded
annual reports.
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Table 1. Sample selection criteria

Criteria No. of companies
ACE market listed firms throughout the year 119

Exclude:

1) Companies listed after 2014 22

2) Finance/insurance/bank/trust companies 2

3) Companies with missing data 19

4) Loss-making companies a least in one of the years with negative profit 55

Final sample 21 x 5 years

No of observations 105 companies

3.2 Variable Specification and Measurement

The dependent variable for this study is aggressive tax planning and being measured as differences between STR and
ETR. The independent variables in this study are size, profitability, capital intensity, inventory intensity, leverage,
financial distress, ethnicity. While the NAS fee is a moderating variable. All the independent variables and
moderating variable are measured as indicated in Table 2.

Table 2. Variables measurement

Variables Measurement

Size (SIZE) Log of total assets.

Profitability (ROA) Ratio of pre-tax income and total assets.

Leverage (LEV) Ratio of long term debt and shareholders' equity.

Capital intensity (CAPINT) Ratio of net property, plant and equipment and total assets.
Inventory intensity (INVINT) Ratio of total inventories and total assets.

Financial distress (FD) Athman Z-Score

Ethnicity (ETHNICITY) Percentage of Bumiputra directors on board

Non-audit services fee (NASF) Log of non-audit service fee

3.3 Panel Regression Model
This study conducted a regression analysis of balanced panel data based on the following equation:

ATPj = Bo + B1SIZE it + B.ROA i + BsLEV it + B4CAPINT it + +PsINVINT i + BeFDjc + BrETHNICITY i + BsNASF
+ BoSIZE it *NASF it + B1oROA i*NASF it + B1aLEV i *NASF it + B1,CAPINT i *NASF i + B1sINVINT i *NASF j; +
B14FD it *NASF it B1isETHNICITY *NASF j; +&;;

Where,

ATP = Aggressive tax planning;

SIZE =Size of the company;

ROA =Return on assets;

LEV= Leverage of the company;

CAPINT = Capital intensity;

INVINT = Inventory intensity;

FD- Financial distress;

ETHNICITY = Ethnicity of board of director;
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NASF=Non-audit services fee;

¢ = Error term;

it = Company i at time t

4. Empirical Result and Discussion

The data for this study were analyzed using descriptive analysis and multiple regressions analysis. From the
descriptive analysis, it is found that companies with NAS fee range from minimum of none to a maximum of 5.65
(result is not provided). This reveals that there are companies without NAS fee, and there are those with high NAS
fee. According to Bursa Malaysia Listing Requirement, there is no minimum or maximum value for NAS fee. Thus,
it confirms that companies are free to pay their auditors for services other than audit services but must disclose the
amount of NAS fee in their annual report.

For the regressions analysis, several analyses have been made in panel data to choose the appropriate model. Firstly,
the Breush-Pagan LM test was conducted to choose between Pooled OLS and the random-effects model. From the
analysis, the P-value is 0.00, which is less than 0.05, thus rejecting the null hypothesis. Hence, the random-effects
model is more appropriate. Secondly, to choose between the random-effects model and the fixed-effects model, the
Hausman test was conducted. From this analysis, the P-value is 0.004, which is less than 0.05. Thus the fixed-effects
model is more appropriate than the random-effects model. Due to heteroskedasticity and serial correlation problems,
the robust estimators were run as advocated by Law (2014). The final result of hypotheses testing is shown in Table
3.

Table 3. Result of hypotheses testing

Variables Coef. Std Err t-value P>(t)
SIZE -0.029 0.067 -0.44 0.668
ROA 0.935 0.369 2.54 0.020**
LEV -0.009 0.281 -0.04 0.972
CAPINT 0.087 0.092 0.94 0.358
INVENT -0.264 0.296 -0.89 0.383
FD -0.113 0.047 -2.38 0.027**
ETHNICITY 0.171 0.084 2.04 0.055**
NASF 0.000 0.006 0.02 0.983
SIZE*NASF 0.095 0.033 2.84 0.010***
ROA*NASF 0.624 0.163 3.81 0.001***
LEV*NASF -0.285 0.092 -3.07 0.006***
CAPINT*NASF 0.057 0.039 1.44 0.166
INVENT*NASF 0.277 0.088 3.13 0.005***
FD*NASF -0.661 0.015 -4.17 0.000%***
ETHNICITY*NASF -0.090 0.033 -2.66 0.015%**
R-squared 0.382

N 105

Notes:
1) *** **and * denote that the correlations are statistically significant at the 0.01, 0.05 and 0.10, respectively.
2) The sample is panel data runs for 2014-2018 (strongly balanced)
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4.1 Moderating Effect of NAS Fee on the Relationship Between Company Size and Aggressive Tax Planning (H1)

As depicted in Table 3, the finding shows a positive and significant relationship (coefficient 0.095, t-value 2.84 and
p-value 0.010). This indicates that one unit addition in the moderating variable (NASF) in company size leads to an
increase by 0.095 of ATP at the 1% level. The result reveals that the presence of the NAS fee improves companies'
tax planning due to auditors' role in giving effective consultation. The complex activities which need consultation
and advice from auditors are one of the reasons why companies are willing to pay NAS fee. Therefore, the
introduction of NAS fee as a moderating variable strengthens the relationship between company size and aggressive
tax planning. Thus, H1 is accepted.

4.2 Moderating Effect of NAS Fee on the Relationship Between Profitability and Aggressive Tax Planning (H2)

The result in Table 3 shows a positive and significant relationship (coefficient 0.624, t-value 3.81 and p-value 0.001),
which indicates that H2 is supported at the p < 0.001 level of significance. It shows that one unit addition in the
moderating variable (NASF) in profitability leads to an increase of 0.624 in ATP at the 1% level. It could be stated
that with the presence of NAS fee, companies engage more in tax planning activities when their profit is higher.
Therefore, the introduction of NAS fee as a moderating variable strengthens the relationship between profitability
and aggressive tax planning. Thus, H2 is accepted.

4.3 Moderating Effect of NAS Fee on the Relationship Between Leverage and Aggressive Tax Planning (H3)

As depicted in Table 3, the result shows a negative and significant relationship (coefficient -0.285, t-value -3.07 and
p-value 0.006), indicating that H3 is supported at the p < 0.006 level of significance. It shows that one unit addition
in the moderating variable (NASF) in leverage leads to a decrease by 0.285 in ATP at the 1% level. Thus, there is a
significantly negative moderation in the relationship between leverage and ATP for companies listed on the ACE
market when the NAS fee is introduced. Therefore, H3 is accepted.

4.4 Moderating Effect of NAS Fee on the Relationship Between Capital Intensity and Aggressive Tax Planning (H4)

In Table 3, the results (coefficient 0.057, t-statistics 1.44 and p-value 0.166) reveals an insignificant and positive
relationship (NASF*CAPINT) with ATP indicating that NAS fee does not moderate the relationship between
CAPINT and ATP. Thus, H4 is rejected. One possible reason for the absence of support for the hypothesized
relationship might due to low investment in PPE. Even, with the introduction of NAS fee, there is no significant
relationship between capital intensity and aggressive tax planning for companies listed on the ACE market.

4.5 Moderating Effect of NAS Fee on the Relationship Between Inventory Intensity and Aggressive Tax Planning (H5)

The result of the regression analysis suggests that NAS fee moderates the relationship between INVENT and ATP.
Thus, H5 is accepted. The result in Table 3 shows a positive and significant relationship (coefficient 0.2779, t-value
3.13 and p-value 0.005), which indicates that the hypothesis is supported at the p< 0.005 level of significance. It
shows that one unit addition in the moderating variable (NASF) in inventory intensity leads to an increase of 0.277 in
ATP at the 1% level. It can be concluded that the presence of NAS fee improves companies' tax planning with the
help of auditor giving effective consultation regarding inventory intensity. Therefore, the introduction of NAS fee as
a moderating variable strengthens the relationship between inventory intensity and aggressive tax planning.

4.6 Moderating Effect of NAS Fee on the Relationship Between Financial Distress and Aggressive Tax Planning (H6)

Consistent with this hypothesis, the regression analysis result suggests that the NAS fee moderates the relationship
between FD and ATP. Thus, H6 is accepted. The result in Table 3 shows the negative and significant relationship
(coefficient -0.661, t-value -4.17 and p-value 0.000), which indicates that the hypothesis is supported at the p< 0.001
level of significance. It shows that one unit addition in the moderating variable (NASF) in FD leads to a decrease by
0.6614 in ATP at the 1% level. It can be concluded that the presence of NAS fee as a moderating variable
strengthens the relationship between financial distress and aggressive tax planning.

4.7 Moderating Effect of NAS Fee on the Relationship Between Ethnicity and Aggressive Tax Planning (H7)

Very few studies have investigated the relationship between ethnicity and aggressive tax planning. However, with
the various ethnic groups in Malaysia, this variable is considered as an important variable to be investigated. Table 3
reveals a significant and negative relationship (coefficient -0.090, t-statistics -2.66 and p-value 0.015) which points
out that NASF moderates the relationship between ETHNICITY and ATP; thus, H7 is accepted. The negative
relationship shows that a board comprising Bumiputera directors is involved in less aggressive tax planning when
companies hire NAS. Wahab et al. (2017) indicated that a Bumiputera board of directors is conservative in
aggressive tax planning activities. This study finds that the interaction of NAS fee strengthens the relationship
between ethnicity and aggressive tax planning. According to Minnick and Noga (2010), the board of directors plays
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an important role in companies. More importantly, companies which have diverse ethnicities are very strong in
influencing ATP.

5. Conclusion

This study proposes NAS fee as a moderating variable in the relationship between the independent variables (size,
profitability, leverage, capital intensity, inventory intensity, financial distress, ethnicity) and the dependent variable
(aggressive tax planning). The use of NAS fee instead of a tax fee is due to the unavailability of the exact amount of
tax fee data in the companies' annual reports. Due to that, this study uses NAS fee as a variable because the tax fee is
also included in the NAS fee.

In this study, seven hypotheses were developed to investigate the effect of the moderating variable. The results show
that NAS fee moderates all the relationship between company size, profitability, leverage, inventory intensity,
financial distress and ethnicity with aggressive tax planning except for capital intensity. Thus, from the result, it can be
concluded that the NAS fee plays an important role in influencing companies tax planning activities. Therefore, this
study contributes to knowledge in the financial accounting and taxation research fields, particularly by providing
empirical evidence from emerging markets on the introduction of NAS fee as a moderating variable in the studied
relationships.

This study has limitations that need to be addressed. The sample comprises only listed companies on the ACE Market
of Bursa Malaysia from 2014 to 2018. Further research might enlarge the sample size by performing a comparative
study in different tax regimes or increase the time span of the study. Besides, the methodology used in this study can
be used as a basis for studies on tax-related matters in other countries and regions that might produce different results
due to the different settings to enrich the research on corporate tax planning behaviour.
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