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Abstract:

This study aims to try to measure creative accounting practices in light of the problem of
tax management agressive in the Algerian economic establishment, as these accounting
practices may be a picture of opportunistic behavior to serve the interests of the institution's
financial goals while harming society. One of the biggest damages is tax evasion, which
reflects government losses from tax revenues. Likewise, creative accounting and tax evasion
practices or aggressive tax management are considered interconnected, given that accounting
outcomes are the tax containers that the institution pays to administer taxation, and from it the
ability and desire of managers to tax evasion may lead to harmful creative accounting in the
economic institution.

The TAHRAOUI Company of BISKRA city during the period (2002-2017) was chosen
for this. With a typical use (ALTMAN, BENEISH), and the application of multiple linear
regression, the results of the study are in the presence of creative accounting practices as well
as the existence of significant tax management agressive practices represented by both the
leverage (LVG) and the size of the institution (SIZE). The study also found that the creative
accounting tools represented in Leverage (LVGI), Sales Growth (SGI), and General and
Administrative Expenses (SGAI) may be used for tax management agressive.

Key words: creative accounting; tax evasion; measurement; tax management agressive ;
economic institution.
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Singapore, 2011, p : 2-3.

** Branka Remenari¢, Ivo Mijoc¢, Ivana Kenfelja, Op.cit, 2018, p : 1-2.
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*' OSAZEVBARU, Henry Osahon. Creative accounting and firm’s market value in Nigeria. Kuwait Chapter of
Arabian Journal of Business and Management Review, 2012, vol. 33, no 852, p. 1-.5

** SANUSI, Beshiru et IZEDONMI, Prince Famous. Nigerian commercial banks and creative accounting
practices. Journal of Mathematical finance, 2014, vol. 2014, p : 1-3.

3 Nangih, Efeeloo,Nexus between Creative Accounting Practices and Financial statements Quality in Nigeria: A
Reflection of Oil Servicing Companies in Port Harcourt Metropolis,Journal of Accounting and Financial
Management ISSN 2504-8856 Vol. 3 No. 3 2017, p : 1-2.
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** Haruna Ndebugri and Emmanuel Tweneboah Senzu, Analyzing the critical effects of creative accounting
practices in the corporate sector of Ghana, 4 September 2017, p : O1.
* UGILIWABO CHRISTINE, PATRICK MULYUNGI, effect of creative accounting on shareholders’ wealth:

a case of companies listed on rwanda stock exchange, International Journal of Management and Commerce
Innovations, September 2018, p : 1-2.
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Accruals;;, / Assetsij = o (1/ Assets;j.)
+ Bljt {(aSaleijt - MJ"‘RUJ / ASSEtSijT_| }
+ szt (].:":PEW_:'|r ASS&IS,-J-I_I} + eijt

Accruals;; = total accrual company i, on industry j, on year f, counted as NIBE reduced operating cash
flow.

Assetsjji.| = total asset company i on industry j on year - 1.

ASaley; = changes in the company’s sales i, industry j on year ¢.

AA/R;; = changes in accounts receivable for the company 7, on industry j on year .

PPEj; = provides plan property and equipment (PPE) to company i, on industry j, on year f.
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*! Indah Masri,Salis Musta Ani, Hotman Fredy, Op.cit, 2017, p : 04.
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GO
BTD; =  Book tax different for company i on year 7 scaled by last total asset.
BTD = Commercial profit — Fiscal profit
Fiscal profit = Current income tax expense / Tax rate.
DA_mod, = Discretionary accruals for company i on year f scaled by last total asset.
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la. Profitability ratios (Return of sales)

Gross profit / Sales GP/SAL 2. Liquidity ratios
Operating profit / Sales OP/SAL Current assets / Current liabilities CA/CL
EBIT / Sales EBIT/SAL (Current assets — Invento- (CA-
EBT / Sales EBT/SAL ries) / Current liabilities INV)/CL
Net profit / Sales NP/SAL Inventories / Current liabilities INV/CL
MNet profit / Gross profit NP/GP

Cash / Total liabilities CACH/TL
Ib. Profitability ratios (Refurn of investmeni) Cash / Current liabilities CACH/CL
Gross profit / Total assets GPITA . .

Working capital / Total assefs WCITA
EBIT [/ Total assets EBIT/TA
EBT / Total assets EBT/TA
MNet profit / Total assets ROA 3. Solveney ratios
EBT/ Fixed assets EBT/EA Total liabilities / Total assets ~ TL/TA
Net profit / Fixed assets NP/FA
EBT / Equity EBT/Eq Total debt / Total assets TDITA
Net profit / Equity ROE Long term debt / Total assets LDITA
EBT / Current liabilities EBIT/CL Current liabilities / Total assets ~ CL/TA
Retained eamings / Net profit RE/MNP .

. P Equity / Total assets Eq/TA

Source : Rasa Kanapickiene,Zivile Grundiene ,the Model of Fraud Detection in Financial Statements by
Means of Financial Ratios,20th International Scientific Conference Economics and Management - 2015
ICEM-2015),Procedia - Social and Behavioral Sciences 213 ,2015,p :04.

> Rasa Kanapickiene,Zivile Grundiene ,the Model of Fraud Detection in Financial Statements by Means of
Financial Ratios,20th International Scientific Conference Economics and Management - 2015 (ICEM-
2015),Procedia - Social and Behavioral Sciences 213 ,2015,p :1-4.
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Source : Adrian Grosanu, Paula Ramona Rachisan, Sorin Romulus Berinde, CREATIVE ACCOUNTING,
AN EXPRESSION OF THE DISCONNECTIO BETWEEN ACCOUNTING AND TAXATION, Annales
Universitatis Apulensis Series Oeconomica, 14(1), 2012, p : 05.
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7Shuping Chen, Xia Chen, Qiang Cheng, Terry Shevlin, Are family firms more or less tax aggressive?, SSRN,
2008,p :20.

® Mary Margaret Frank,Luann J. Lynch,Sonja Olhoft Rego,Tax Reporting Aggressiveness and Its Relation to
Aggressive Financial Reporting, THE ACCOUNTING REVIEW,American Accounting Association,2009.
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TAX, = fo + i DFIN, + f PTROAy + fiz NOL_Dy, + Sy FOR_Dy, + 5 LEV,, + fis MTB,
+ Br AF_Dy + ffis NUM_ANy + fo EM1,, + Big EM2,, + Biy EM3, + B12 APTCFO,

+ 13 SIZEy + & (4)

P 3l Iokomta] (g ially U1 L) Bilgde o BV 0] a paSTe Vg (8Y ki
DFINy = fo + i TAXi + i PTROAy + s NOL_Dy + fy FOR_Dy + s LEV + fis MTB;
+ fr AF_Dy + fs NUM_ANy + o EM1;, + Bro EM2y + By EM3, + B2 APTCFO,

+ ﬁh‘- ?l,ztr: + i {5}

Amy Dunbar, Danielle M. Higgins, John D. Phillips, and George A. (iUl dul,s 2AS
9
igledall ol 25e (09)3 Lagad géj‘ﬁ gl dglade W3l b 1Olgm 2010 & Plesko

t QW (13-4) Jgdl (3 2yl

Plesko et al £35¢ & o2l ) Bilgde o3 lige 08 (14-4) Jpo Ol
the book effective tax rate calculated as total expense (TXT) in year t BETR
divided by pre-tax book income (PI) in year t;
The current book effective tax rate calculated as current tax expense (TXC) CETR
in year t divided by pre-tax book income (PI) in year t;
The cash effective tax rate calculated as cash taxes paid (TXPD) in year t CachETR
divided by pre-tax book income in year t (PI) less special items (SPI);
The five year average cash effective tax rate calculated as the five year sum LRCachETR

of cash taxes paid (TXPD) divided by the five-year sum of pre-tax book
income (PI) less special items (SPI);

Total book tax differences computed as the difference between book BTD
income (PI) less minority interest (MII) and an estimate of taxable income.

Permanent book tax differences computed as the difference between total PBTD
book tax differences (BTD) and temporary book tax differences

Discretionary permanent differences, which is the residual obtained from DTAX

estimating the following equation by GICS code and fiscal year, where all
variables, including the intercept, are scaled by beginning of the year total
assets (AT)

Abnormal book tax differences, calculated as the residual obtained from AbBTD
estimating the following pooled-cross sectional regression
The predicted probability the firm is engaged in tax sheltering SHELTER

Source : Amy Dunbar, Danielle M. Higgins, John D. Phillips, and George A. Plesko, What Do
Measures of Tax Aggressiveness Measure?,103rd Annual Conference Proceedings,2010,p :3-4.

° Amy Dunbar, Danielle M. Higgins, John D. Phillips, and George A. Plesko, What Do Measures of Tax
Aggressiveness Measure?,103rd Annual Conference Proceedings,2010,p :3-4.

109



P el R PR WART) [ ISR U TP g S WU WeY-1)

iyl 3505 <

Lt 6 gly A a2l as Sy ), Fo5F Lot Lad il 3Ll I
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y = CASH_ETR = f(CFO,ROA,LEV,FI,PPE,INTANG, SIZE)

o 88 gem @) (y = CASH ETR(GAA) Jad) 2yl Jas) mld) sl e j &
1 Jean izl ol Ly el SIS AU e dypil) dad 1) el Ol ol

¢CFO (ilxidl Lozl olasas -

(ROA JsoV! e il -

¢(LEV (U del )l -

¢FI c@L’-L\ 3 ot —

PPE ¢ oL Yly ollall colaadl -

¢ INTANG iwsolll & Joo8NI -

 SIZEJ5oY e aiples) iy Lolie el oo —

o ot 30l BB e il 0>y (Least Squares) diyb 33y dwl, )l 2308 il
QW (14-4)J904 L Jaws (INTANGCFI) 10 5pa2ll

Dependent Variable: CASH_ETR o)l woadl o g5k oz (15-4) Jpi
Method: Least Squares

Date: 04/01/20 Time: 12:37

Sample: 2002 2017

Included observations: 16

Variable Coefficient Std. Error t-Statistic Prob.

C -49.54715 22.90216 -2.163427 0.0558

SIZE 19.10128 4.237044 4.508161 0.0011

ROA -11.70488 98.89120 -0.118361 0.9081

LEV -57.82154 12.44580 -4.645869 0.0009

PPE 11.84920 28.87627 0.410344 0.6902

CFO 96.10198 112.7641 0.852239 0.4140

R-squared 0.901179 Mean dependent var 7.617608

Adjusted R-squared 0.851769 S.D. dependent var 8.261255

S.E. of regression 3.180652  Akaike info criterion 5.432046

Sum squared resid 101.1654 Schwarz criterion 5.721766

Log likelihood -37.45636 Hannan-Quinn criter. 5.446882

F-statistic 18.23863 Durbin-Watson stat 1.774883
Prob(F-statistic) 0.000097

Source : EVIEWS 10
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CASH_ETR=19.10SIZE-57.82LEV il dhsubi 0,5 (sl

Gymn Li£) il 2y )l Juak 0 Sl Jo 5T Ld bbb cplines upize 35y >

¢ bl g el Jaad uad) OBl Sl e gy Wlan] Uiy e B s -
bl gl ok i il QU1 a3 o Wilas) Aoy de B Sl -

pk ST (15-4) gl (3 Leamtls aws 2hll) Slize (o BLSY £ 509 B OF LS

il Slpate Gy Osmnd LLLYY Jules (16-4yJ g
CASHETR CFO ROA LEV PPE SIZE
CASHETR  Pearson Correlation 1 562" -,471 -,390 -,386 ,810w
Sig. (2-tailed) ,024 ,066 ,135 ,140 ,000
N 16 16 16 16 16 16
CFO Pearson Correlation 5627 1 ,8837 -110 ,057 790"
Sig. (2-tailed) ,024 ,000 ,686 ,833 ,000
N 16 16 16 16 16 16
ROA Pearson Correlation 471 ,8837 1 -,167 ,123 =704
Sig. (2-tailed) ,066 ,000 ,535 ,649 ,002
N 16 16 16 16 16 16
LEV Pearson Correlation -,390 -, 110 -, 167 1 -, 141 ,108
Sig. (2-tailed) ,135 ,686 ,535 ,604 ,690
N 16 16 16 16 16 16
PPE Pearson Correlation -,386 ,057 ,123 -, 141 1 -,490
Sig. (2-tailed) ,140 ,833 ,649 ,604 ,054
N 16 16 16 16 16 16
SIZE Pearson Correlation ,8107 790" -,704" ,108 -,490 1
Sig. (2-tailed) ,000 ,000 ,002 ,690 ,054
N 16 16 16 16 16 16

*. Correlation is significant at the 0.05 level (2-tailed).

**, Correlation is significant at the 0.01 level (2-tailed).

0 B3 (15-4) Jsidkt 3

€0.562 ,lis i)

)\JJLC L:;.X.Z.J\ L”slx.aj\ 2\-\?‘}5&5\ JJ\M) (.M}l\ ('.>=>- 83 %1 Z\gj..:u LS}:.\M Joe 3\5‘:) 3_,;-),5 33})\.9 Seory —
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G e Do gl Qpglly ALY Lwlnall Olujlon o B Wl 1 EJE Cllaod)
AW sed) e gpall ey dsliy) il Ol Gy B WS
Y=CASHgrr=f (DSRI, GMI, AQI, SGI, DEPL, SGAI, TATA, LVGI)
(04) @y Goekall B dmige 3 gedll Ol ks jailas
-2002) oo 358 M Jso W1 Sagmr ige Javvsze OF o alaxS6 Lo ool (04) o3y gl IS 0
Of L=l $lUS™8.83 Ll aad el 3im (sl wlagll 58 850 Lawgne Liny 0.13 Uls 48 (2017
Slaald Ll Calall g eyl sge @ anl) Slsge o S Bugs Slawsge 3
L colprdl IS0 il Srie aad <SS (Variance) Sl belee O La>S5 SIAST Lz lsyly
fed B0l 20 et Jpo¥ B ige OF Lasd6 SIS 562,69 & Jso¥) 535w g0 I
c B el M ie e L67.9 1o RS el den <3 b (39 203- o ,uE Gl
Jaad Guadl olaad) sz (Beneish M-Score) C'J}é @ ety Azl delny) dwls) ol
(15-4)d 2l Jews (Least Squares) 4,k 389 &)yl T3¢ @5 &>~ (CASH_ETR) Shrdl) 2yl
Dl
Bgpal) Gladall sy el Y1 dlst) Sl G B 2308 ol 2(17-4) o
Dependent Variable: CASH_ETR
Method: Least Squares
Date: 04/01/20 Time: 12:16

Sample: 2002 2017
Included observations: 16

Variable Coefficient Std. Error t-Statistic Prob.

C 37.30107 19.75063 1.888601 0.1009

TATA 26.24108 18.57404 1.412783 0.2006

SGAI -240595.3 69744.33 -3.449675 0.0107

SGI -17.61593 7.028130 -2.506489 0.0406

LVGI -842920.6 343442.1 -2.454331 0.0438

GMI -3.297370 5.094295 -0.647267 0.5381

DEPI 1944.606 1069.791 1.817745 0.1119

AQI -0.062196 0.073976 -0.840764 0.4283

DSRI -10.88735 7.199729 -1.512189 0.1742

R-squared 0.873585 Mean dependent var 7.617608

Adjusted R-squared 0.729110 S.D. dependent var 8.261255

S.E. of regression 4.299744  Akaike info criterion 6.053309

Sum squared resid 129.4146  Schwarz criterion 6.487891

Log likelihood -39.42648 Hannan-Quinn criter. 6.075564

F-statistic 6.046626 Durbin-Watson stat 1.275013
Prob(F-statistic) 0.014145

Source : EVIEWS 10
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CASH_g1r=-240595.3SGAI-17.61SGI-842920.6LVGI

U 0" glly 2oty alsl bl alzald ola gl OF LS5 (15-4)03) gl IS
(.(SGAI) 39,)\.3}“) Zubd\ Qt&:..l‘ dg_)w Jafvjﬂ th (%5 3)”).\&» LS)M M)L“S'U‘A‘ uj.@_ﬂ\ &J« Jj
el Jsall S JUls (LVGI) &)W Gl j55e oSGl 58 550
Jual Luadl wlsadly (SGAT) dylsYly dela)l wland) iyl o5 G @lag de B dla -

¢ ndl) ay 2l

¢l 2yl Jual il clsadly (SGI)wlad) of 250 o Wlag Ao e Hln —

) dg el Jaal fuad) wlisadly (LVGI) W axsl ) 2ge o dllsg dpke 280le sla —
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BENEISH 35 w250 ol :(01) 13, 5=l

oled 1 b Al
(Net Receivables, / Sales,) / (Net Receivables,.; / Sales,.;) DSRI
[(Sales.; - COGS,.;) / Sales.] / [(Sales, - COGS;) / Sales,] GMI
[1 - (Current Assets,+ PP&E,+ Securities)) / Total Assets] / [1 - AQI
((Current Assets,.; + PP&E,.; + Securities,.;) / Total Assets,.;)]
Sales, / Sales, SGI
(Depreciation,;/ (PP&E; + Depreciation,)) / (Depreciation, / (PP&E, + DEPI
Depreciation,))
(SG&A Expense, / Sales,) / (SG&A Expense,.; / Sales,.;) SGAI
[(Current Liabilities;+ Total Long Term Debt) / Total Assets] / LVGI
[(Current Liabilities,.; + Total Long Term Debt,.,) / Total Assets,.]
(Income from the Continuing Operations t — Cash Flows from the TATA
Operations t) / Total Assets t
Source : https://en.wikipedia.org/wiki/Beneish_M-Score [/ 11-04-2020.

(ALTMAN) g3 Ol pie @

Altman Z-score <z (01) 3, gl

X1 = Working Capital / Total Assets.
X2= Retained Earnings / Total Assets.

X3 = Earnings before Interest and Tax / Total Assets

X4 = Market Value of Equity / Book Value of Total
Liabilities

Xs = Sales/ Total Assets
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Statistiques descriptives (04) 43, 3=l

N Plage Minimum Maximum Moyenne
Statistiques Statistiques Statistiques Statistiques Statistiques
cash ETR 16 0,26784 0,00000 0,26784 0,1313098
AQI 16 88,3 -20,3 67,9 8,834
SGI 16 1,1090 ,8225 1,9314 1,153644
DEPI 16 0,0285 0,0005 0,0291 0,005498
SGAI 16 0,0001 0,0000 0,0001 0,000037
TATA 16 0,2423 0,4258 0,6681 0,583053
LVGI 16 ,0000812 0,0000001 0,0000813 0,000011803
DSRI 16 1,1737 0,7723 1,9460 1,151503
GMI 16 1,8748 0,2778 2,1526 1,056820
Source : SPSS23
Statistiques descriptives04) 3, -k
Moyenne Ecart type Variance
Erreur std. Statistiques Statistiques
cash ETR 0,02512085 0,10048338 0,010
AQI 5,9303 23,7212 562,693
SGI 0,0688922 0,2755690 0,076
DEPI 0,0017651 0,0070605 0,000
SGAI 0,0000056 0,0000224 0,000
TATA 0,0200289 0,0801158 0,006
LVGI 0,0000054954 ,0000219815 0,000
DSRI 0,0706933 0,2827734 0,080
GMI 0,1073347 0,4293388 0,184
Source : SPSS23

141




Bl Y Al) ooyl S sl 2 ) (05)03) ode

Année QR CR CMR LR GR ROE ROA
2001 0,99 1,202 | 0,610 0,88 0,91 | 5,7791 |0,1030
2002 0,47 0,735 | 0,120 0,90 0,91 | 7,4945 | 0,0899
2003 0,40 0,765 | 0,083 0,90 0,67 | 0,6568 | 0,0379
2004 0,20 0,711 | 0,006 0,93 0,70 | 0,8427 |0,0340
2005 0,30 0,697 | 0,086 0,91 0,66 | 0,4752 |0,0293
2006 0,37 0,615 | 0,095 0,86 0,44 | 0,2911 |0,0315
2007 0,56 0,842 | 0,132 0,83 0,41 | 0,3684 | 0,0459
2008 0,61 0,706 | 0,119 0,88 0,70 | 0,2595 |0,0192
2009 0,68 0,755 | 0,195 0,87 0,76 | 0,4572 | 0,0286
2010 0.35 0.721 | 0.152 0.82 0.71 | 0.5321 | 0.0365
2011 0.51 0.691 | 0.187 0.56 0.65 | 0.4581 |0.0256
2012 0.59 0.674 | 0.148 0.51 0.55 | 0.6231 |0.0289
2013 0.57 0.724 | 0.185 0.35 0.48 | 0.7123 | 0.0295
2014 0,64 0,748 | 0,198 0,02 0,32 | 0,7210 |0,0253
2015 0,64 0,722 | 0,268 0,01 0,32 | 0,7094 |0,0203
2016 0,73 0,844 | 0,261 0,09 0,52 | 0,2185 |0,0187
2017 0,76 0,859 | 0,208 0,07 0,49 | 0,2523 |0,0194

Source : les rapports financiers de l'entreprise
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Abstract:

This study aims to try to measure creative accounting practices in light of the problem of
tax management agressive in the Algerian economic establishment, as these accounting
practices may be a picture of opportunistic behavior to serve the interests of the institution's
financial goals while harming society. One of the biggest damages is tax evasion, which
reflects government losses from tax revenues. Likewise, creative accounting and tax evasion
practices or aggressive tax management are considered interconnected, given that accounting
outcomes are the tax containers that the institution pays to administer taxation, and from it the
ability and desire of managers to tax evasion may lead to harmful creative accounting in the
economic institution.

The TAHRAOUI Company of BISKRA city during the period (2002-2017) was chosen
for this. With a typical use (ALTMAN, BENEISH), and the application of multiple linear
regression, the results of the study are in the presence of creative accounting practices as well
as the existence of significant tax management agressive practices represented by both the
leverage (LVG) and the size of the institution (SIZE). The study also found that the creative
accounting tools represented in Leverage (LVGI), Sales Growth (SGI), and General and
Administrative Expenses (SGAI) may be used for tax management agressive.

Key words: creative accounting; tax evasion; measurement; tax management agressive ;
economic institution.



