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Abstract:

This study aim to investigate the relationship between the effective role of
external auditor and minimizing the earnings management using the deferred tax
accounts through analyzing the gap between tax issues and accounting standards,
the role of this gap in creating the tax planning practices and the appearance of
deferred tax accounts, and how to use these tax planning practices on earnings
management. in addition, analyzing the related literature for extracting the gap
research, and investigating the determinants of the effective role of external auditor
in auditing the deferred tax accounts which represented in: the change level of in
the effective tax rate in the last quarter of the year, and big 4 auditors, audit tenure,
and the materiality of the client and its role in pressure on the auditor for auditing
the deferred tax accounts.

For analyzing the relationship between the effective role of external auditor
and minimizing the earnings management using the deferred tax accounts | depend
on a sample of Egyptian listed companies in the time series 2016-2018 to include
215 companies through three consecutive years. The sample starts with 2016
because of issuing the Minister of Investment Decision No. 110 of 2015 related to
applying the new accounting standards. However, the change in the effective tax
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rate depends on the quarterly financial reporting, so the companies in the sample
recorded 645 firm year observations, and by excluding 105 observations related to
banks and financial institutions, and excluding 172 observations related to missing
data, and excluding 89 observations related to extreme values, finally the final
sample will be 279 firm year observations.

My study revealed that higher change level of effective tax rates in the last
quarter of the year and Big 4 auditors and higher materiality of client means higher
effective role of the external auditor, and higher deferred tax expense and change
level of deferred tax accounts and lower level of managing earnings using the
deferred tax accounts.
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(Cristea & Nguyen, 2016) Jsal el Jals cias Al LY daily dladl) gl oo il
5L et (ph s pladiuly Lpeal) sled) o aall l@lhlee A e dlsal) S0 Joniy
b luial) Saxie SN b8 MAS) Ly D cdumidid) Cilal) il Jeall 8 Alaasal) ealy)f
cilulidl 038 aal Jiatis .(Contractor, 2016) ihuall e gl BV s (50 ALY o2

fsd apmall e caall (i) Aol AalaiaY)
rdhsadl) e

claall gl iy Lo 13 o) giiall e 58T 5)gea andiud Jyeadll Gled of Jaady
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(Awad & Attia, 2013) clbuwdall saaie QAN PR e &8 Aadladl Bl (0 %10 (g
Lo Al SN e Ll Jaall (anads dubud) oda PIA (o lawial) saaaie S adai g
WY il Lo (mgpiall el ecand) Qi S ey Aaidiall il S aee <3 Joall b

(Awad & Attia, 2013).(Chang et al., 2013)
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Dty Wl halaal g sl adl aaiy cplailly Loba@y) il ) daleayl dyilly dumy il
labaially dalaall cilalid)l Jd e daleall @l€yal) dadsl e G650 cillee 33l hlia ¢Jasail)
Josaall e il Gadsi die Hdall A Glual) sasie QAN o Gang ol ey Al

.(Borkowski, 2010)  suyzall lagaisll
(i el iDLl o

G sl angl e syl Gelid e agi Ally el Jadadill shaeall Call) ol ag
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O gl )5 (8 clagdi asay (N gam A e cdeadl e Sl Jaall e (g il
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Ayl cleY) @ld hliadl ) awss HLaY) Ji ) 531 Gaag Lai oyl pcadl (alias)
Lphadil) il jlas Agalse A gradl oapall apdilly dgyeadl Al (e g L oSy L Aaidid)
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DuEl Basa g ) dagy Ml L oSee e DB Y 2 WY1 3l Gliles 2 el il
sl Jae aliail deliall daply upall sVl D aabal B ge AW JW
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Oe el aga ) 595 e dax Al deliall g Al BIsY) G (b dreadl sl el
) & e el aaball e daliad) 550 @AY Gl i) g asiy ) Ll
.(Jackson, 2015) e WY sla cillas i)y Aagall Ayl Gllual) Laalye 4claal

A aaall JCa e Aulall Atlan) (g il delia cialll (S odlly e ol
Al quipeall ssions 15 AR pabal Epanly Basad sine 1l sas ¥ 1Y) Gl

@ o s o A aaball Ay Bagad gsine Ll aag W or JBN (2l
Adaall A pall cliluall

sA8adatl) dyal) c—A

235ty bl Cliie (il Al s DA e Lkl Al Cilsa e Sall (Sa

p A sl e )l 2l aafs cuhall die s adinas cdglany) (g dll sl

sdcdyal) @l yitia (il Cifgd] 1Y =1 —A

Shoyll Jibaal) iiall — Yol

Aapeal) Clbleall dxabe B oalal) aabad) Lealy 3 8 duball il uid) Jiey
sy Al ) e Y ol 8 Jladll Ayl Jane 8 Lul) (gsine o (uSay Loy Alagal

(21)



daaydl ciline aalS )l aaly) sasa 18 i dpulad Al Calsa A6 o Jladll sall 138
& Gas -Jaeall Ll LpaaY) (gsias AN Al aaball 45 3585 ¢(Bigd) (o)) dallal
gyl clluall Zeale A oalall aabadl Gl 5o a3 i) Glpaid) sl G

:(Christensen, et al., 2015) & Jucs gl e Gyl 8 Alasal)

Ayl Jane G Al Jiegs 12l Ga A1 a8 Jladll dygpal) Jone (8 el Jora @
) ) oyl b Jladl) el Janas dlal) dind) dilgs & Jladl)

S 4 ol paball (i€ 558 Alla (V) Aedl) 32h dse say )l aabl 325 @
A e L (Lina) daills (Big4) pa

ol A aahall L ol Al daslA) daalyell Gl dae g sl aaball AV 558 @
Gl s A AS,a)

Jae 4,80 A gl Aall as AL BhsY) Gams deliall (8 Jpenll Lpail) LaaY) (55ina @

LJSS delall 48 ) Aaill Jlan) e daalyall
P aqlil) sl — il
V) ) lles b Aariioaall Alagell Ayl cillial) 2oty Luhall il uial) auil

"J;j,d\ 4_!.\.1_').\&3\ A_ﬁLc\J.\SYb d}sai).[\ C"_iLaL.u;} cd;}d\ 4_14_,);4]\ (89 paa e Qb:uaj\ PRV ?Ai J’J}
:(Christensen, et al., 2015), ;4 du))all 2l <l yusial) Jicth 25 (e

Ay daall Al 4 Gyl dasall ool Qg padll sy tdagall Agpall Cigpae e
Alagall Ay pal) LN Al dggpeal) Jpad) c G

leie ag e Alapall Lyl Jua) (8 i) gslacis silagall dagpual) lilaall & paill o
Alagall Lyl LN & el

iyl J ) ila e L guia el G ol Gy yema = Jladll iy puall Jaa o G - )
(22)



aladiady 2 LY 53 cluslasy il aalal) 4dlad ¢y ABall daslal) cfpiiall- Tl
s ildagal) A paal) clilaad)

S 8 Al A8 s e Jalgall (oamy 8 oSaill Auhall e eial) 18 8 Gl Jyla
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(See; Bradley et al., 2012; Brant et al., 2015 ;Jackson, A Al aluhall (o

:2015)
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) Gllas @i & il aabd) Gpealy 325 il ) duhall J6¥) L8l Cagy
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D) i delua Galll (Ko ey Alagall dygpall clliall aasinly 26V 5l cilusles
p A sl e duhall oY) Slasy) (ol

Deferred Tax Expense = 0 + Bl ETR4_ETR3 + B2 Bigd+ B3 Tenure + B4
opport + B5 Accruals + B6 BTM +B7 Cash+ €.......ccoeeeiiniiiinnn, (1)
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el A iy L ogas %Yo iy Alasdl Ll Gigpad sleall hugd of (V)
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4_13.;4)!\ LL\\;LAA:!\ :(\_/\) ?EJ d}J;

Variable Obs Mean Std. Dev. Minimum Maximum
Deferred Tax Expense | 279 -0.3558  0.2422 -0.214 0.8703
Deferred Tax Accounts | 279 -0.2611  0.3336 -0.35 0.66

ETR4_ETR3 279 0.2232 0.1344 -0.175 0.28
Big4 279  0.3265 0.163 0 1
Tenure 279 29271  1.8322 1 3
opport 279  0.122 0.27 0.132 0.624
Accruals 279 8.2255  0.9855 5.3214 10.3917
BTM 279 03834 0.4272 0.4107 0.765
CASH 279 04283  0.3244 0.0005 2.3915

Ll 55L8) Jesgs %Y - iy dlagall Lyl cllaal) 3 el leal) L giall of (Lat)

oo Aagall Lagyal) GlalEN) o) e Alad Al daad) clalial Ll of ) el b sy
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.(Christensen, et al., 2015; Hanlon, 2005) cluhall (e maal) 8 ae 38 L say cdlagall
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4a1W); (Christensen, et al., 2015) 4uby Wil o il Lot Altine dus ay %YY
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AN Ayl gy dabad) G Jladl
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O3 Bl ) 4d shaa 1(Y-A) o8 Jsaa

Deferred Deferred

Variables Tax Tax ~ CIRA_ pjgq Tenur oppor Accrual pry o cagh
ETR3 e t S
Expense Accounts
Deferred Tax
1

Expense
Deferred Tax 0.172 1

Accounts
ETR4_ETR3 0.054 0.401 1

Big4 0.043 0.01 -0.014 1

Tenure -0.453 -0.021 0.172  0.099 1

opport 0.418 0.047 0.166 0.101 0.191 1

Accruals -0.174 -0.168 0.072  -0.03 0032 0156 1

BTM -0.207 0.035 0.012 -0.04 0.015 0.031 0.313 1

CASH -0.043 -0.038 -0.046 0(;06 0.006 0.012 -0.056 -0.027 1
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Big4 (ETR4_ETR3 sl Chuaiall n Lk e d5ay Sae IS0 Galldl cpiy elld
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dependent variable:
Variable Deferred Tax Expense
Coef. t-stat. Sig.
Constant -2.5387 -0.99 0.322
ETR4_ETR3 7.4295 8.1 0.000
Big4 3.4336 14.37 0.000
Tenure -13.0928 -5.73 0.000
opport 37.3185 6.77 0.034
Accruals -2.4396 -3.4 0.019
BTM 0.4926 0.21 0.833
CASH 0.123 0.29 0.775
N 279
F.value 84.23
F. Sig. 0.000
VIF (Max) 7.84
Adj. R2 67.21%
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dependent variable:
Ariable Deferred Tax Accounts
Coef. t-stat. p-value
Constant -0.2685 -0.15 0.882
ETR4 ETR3 2.1673 10.58 0.000
Big4 4.7579 441 0.000
Tenure -12.5149 -9.38 0.000
opport 39.7902 8.07 0.000
Accruals -7.0722 -2.83 0.030
BTM 2.0984 1.39 0.166
CASH 0.3638 1.36 0.176
N 279
F.value 115.16
F. Sig. 0.000
VIF (Max) 8.72
Adj. R2 71.90%
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