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1. Introduction

Tax revenue is the main budget source for Indonesia, so it must be supported by good infrastructure, such as
tax collection governance that is free from corruption, collusion, and nepotism. One of the parties that
contribute taxes to the state is a company. If the company earns large profits in its operational activities, the
income tax payments to the state are also large. The company considers paying taxes as one of the expenses
because it can reduce the amount of net profit. Companies consider taxes a burden, so there is a desire to
reduce the tax burden. One of the company's efforts to reduce the tax burden is through tax avoidance
practices.

Tax avoidance is an tax aggresiveness strategy carried out by companies in order to minimize the tax
burden, so that this activity creates risks for companies including fines and bad company reputation in the
public eye. It can include tax savings/ tax sheltering, so tax aggresiveness and sheltering can be equated to or
referred to as tax avoidance measure (Kovermann & Velte, 2019). This tax avoidance does not conflict with
tax laws and regulations because it takes advantage of loopholes in tax laws that will affect state revenues in
the tax sector.

The issue of tax avoidance is complex and unique. On the one hand, it is permissible, but on the
other hand, tax avoidance is undesirable. From a traditional perspective, tax avoidance mechanisms must
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increase shareholder value, and from an agency perspective say that tax avoidance provides different
predictions (Desai & Dharmapala, 2006). Several cases have given the impression that tax evasion is
common in today's business world. The phenomenon of tax evasion was also exposed in 2016 with the
Panama Papers investigative document. Tax avoidance can occur through a transfer pricing mechanism with
other countries. Indonesia also participates in automatic information exchange cooperation agreed upon by
more than 100 countries to reduce cross-border tax avoidance by companies (Firmansyah et al., 2022).

Tax avoidance itself occurs because many factors influence it. One of them is when a company has
political connections that are owned by the board of commissioners. The board of commissioners of a
company has the experience that encourages them to have political connections. Of course, this political
connection can be used by several parties to achieve goals, one of which is tax avoidance. The impact of
political connections has high jurisdiction in countries with high levels of corruption (C. J. Chen et al., 2010).
Differences in the characteristics of companies with political connections and those that do not have political
connections in less developed countries and with high levels of corruption (Faccio, 2006). Political
connections can be hometown, workplace, and education ties (Y. Chen et al., 2019). Companies that are in a
competitive industrial environment tend to incur higher costs as a strategy to ease their tax burden.
Companies need to build political connections so that they have a competitive advantage (Tang, 2023).

The political connection can be seen whether the independent board of commissioners has
concurrent positions as a politician affiliated with a political party, the independent committee of
commissioners has multiple positions as government officials, or the independent board of commissioners
has concurrent positions as a military official, former government officials, or former military officers does
not affect the level of tax aggressiveness carried out by a company. Because politically connected companies
tend to pay lower taxes and even lower tax audits than politically unconnected companies during the
observation period (Ardillah & Vanesa, 2022).

One reflection of good corporate governance is the existence of an audit in a company. Therefore, a
company needs to have an audit committee as the party authorized to oversee the financial reporting process
within the company so that the existence of an audit committee within the company will minimize the
possibility of earnings management. Nonetheless, audit committees that have an accounting or financial
background in a company influence tax avoidance practices. It is because a company's audit committee
members need to carry out their functions properly to increase the integrity and credibility of the company's
financial reporting (Sari & Somoprawiro, 2020). An audit committee was formed to supervise preparing its
financial statements to avoid management fraud and do more tax aggressiveness in the company. The
credibility of financial reporting will be worked properly if there is support from all elements of the corporate
governance, including the audit committee, to control economic and tax policy (Ardillah & Vanesa, 2022).

The audit quality is one of the main factors that can be considered in this regard. The better the
audit's quality, the better the auditor can carry out his duties professionally based on professional ethics,
competence, and independence. Audit quality is the possibility that the auditor will find material
misstatements in the financial statements. As one of the prima donna sources of state revenue, mining
companies also play a role in economic growth. The coal company PT Adaro Energy Thk is a large coal
mining company in Indonesia that has received the title of the golden taxpayer from the Director General of
Taxes. Adaro takes advantage of the transfer pricing scheme through its subsidiary in Singapore to avoid
taxes in Indonesia.

2.  Research Method

The research method used is quantitative with explanatory research. Data collection was carried out by
accessing the pages www.idx.co.id and www.idnfinancials.com. The research variables used in the research
are divided into independent and dependent variables. Independent variables, namely audit committee,
political connections, and audit quality. The dependent variable is tax avoidance.

The audit committee is defined as having an important role as a part of the company that must exist
in implementing good corporate governance (Sunarto et al., 2021). The audit committee is measured using
the total committee number of personnel serving as audit committees. Political connections are defined by the
board of commissioners of companies that have connections with the government using the board of
commissioners (Gray & Debreceny, 2014). Such connections may stem from previous experience in
government or be aligned with political structures. The number of politically connected commissioners is the
indicator used to measure this variable. The variable operational definition of audit quality is the main
indicator in selecting an auditor. Public Accounting Firms affiliated with the Big Four are considered to be of
higher quality than non-Big Four KAPs because they are considered more experienced in conducting audit
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assignments. The audit quality indicator is a dummy variable, namely 1 if the company uses the Big Four
KAP and 0 otherwise. The dependent variable in this study, namely tax avoidance, is measured using the
Cash ETR formula: cash tax paid divided by pre-tax income.

The population in this study were all 49 mining companies listed on the Indonesia Stock Exchange
with a research period of 2017 — 2019. Sampling was carried out using a purposive sampling technique. The
criteria used include mining companies that have issued financial reports, have been audited for the 2017 —
2019 period, and have data related to research variables. Based on these criteria, a sample of 36 companies
was obtained. The number of samples in the research period 2017 — 2019 (three years) is 108 samples.

3. Results And Discussions

Each variable has passed the classical assumption test. The results of testing the hypothesis using multiple
linear regression analysis are as follows.

Table 1. Regression Analysis
Unstandartized Coefficients  Standardized Coefficients

Model B Std. Error Beta ! Sig
1 (Constant) -67.434 36.418
X1 34.560 11.223 .276 3.079 .003
X2 -28.629 13.536 -191 -2.115  .037
X3 -21.808 10.269 -191 -2.124  .036

Multiple linier regression model : Y =-67.434 + 34.560X1 — 28.629X2 -21.808X3 + 0.05
Information can be derived in the following formats from the regression equation: (a) The constant value
displaying the number -67,434 indicates that tax avoidance will decline by -67,434 if the audit committee,
political ties, and audit quality are all zero. (b) Tax avoidance will increase by 34,560 units yearly X1 (audit
committee). If all other variables remain constant, an increase of 1 audit committee will result in a 34,560
unit rise in tax avoidance. (c) Tax evasion will decline by -28.629 units yearly X2 (political connection). Tax
Avoidance will decrease by -28.629 units if the number of commissioners reflecting a company's political
connections grows by one unit, providing all other factors remain unchanged, (d) Tax evasion will decline by
-21.808 units yearly X3 (audit quality). If all other factors remain constant, a 1-unit increase in the audit
quality rating will result in a -21.808 unit drop in Tax Avoidance.

Based on table 1, the sig. audit committee is 0.003 less than the sig. a of 0.05. Thus the first
hypothesis is accepted, that there is an influence of the audit committee on tax avoidance. sig. value political
connection is 0.037 less than the value of sig. sig. a of 0.05. Thus, political connections affect tax avoidance.
Likewise, for the sig value. audit quality, namely 0.036 less than the sig value. a of 0.05.

The test results show that the audit committee affects the tax avoidance of mining companies. Audit
committees influence tax avoidance. Many or at least the number of audit committees affects tax avoidance
(Anita Wijayanti, Endang Masitoh, 2018). Some companies prefer to have a minimum number of audit
committees in order to produce effective results. The essential role of the audit committee is to ensure the
independence and objectivity of the external auditor, in addition to monitoring company management.
However, these results are different from previous research. The audit committee has a negative effect on tax
avoidance because the audit committee can oversee all company activities so that tax avoidance can be
minimized (Fauzan et al., 2019). In banking companies, the tendency of companies to do tax avoidance
aggressively is not seen from the number of audit committees but seen from the quality and independence of
the audit committee itself to analyze whether the company is doing tax evasion (Mita Dewi, 2019).

According to a number of studies based on the agency theory, corporate governance and tax
avoidance are related because managers are always motivated to reduce tax liabilities and boost the worth of
their companies (Dang & Nguyen, 2022). The audit committee has an important role as one of the company
organs in implementing good corporate governance (Tai et al., 2020). According to the Indonesian Audit
Committee Association (IAl), the audit committee works professionally and independently, assisted by the
board of commissioners. Thus its task is to assist and strengthen the function of the board of commissioners
or supervisory board in carrying out the oversight function of the process of financial reporting, risk
management, auditing, and implementation of corporate governance.

According to BAPEPAM Number: KEP-29/PM/2004, the number of audit committees is at least
three people in a company because it can minimize tax avoidance practices by companies. The audit
committee is flexible in monitoring the mechanism for improving the quality of information for company
owners and management. Audit committees with fewer members tend to act more efficiently, but they also
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have weaknesses, namely the lack of experience of members. It shows that the company pays attention to the
audit committee's financial report decisions. The linkage of mining companies, one of which is PT. Bayan
Resources Tbk having four audit committees is one of the reference factors for conducting an internal audit
of the company. The size of the audit committee has been found to be negatively correlated with tax
avoidance activities. The reason for this connection is that many directors on the Audit Committee could
profit from a range of shared expertise and experiences, preferring the stringent oversight roles on
management decisions and limiting aggressive tax avoidance tactics (Garcia-Meca et al., 2021).

The board of commissioners can be assisted by the presence of an audit committee within the
organization in monitoring management as it prepares the company's financial statements, and it can also
have an impact on the practice of tax evasion by the organization. The audit group also exerts control over
managers to boost business profits, as opposed to how managers typically lower tax liabilities. It is what
motivates management to engage in tax evasion. Based on this, the audit committee has the power to stop any
improper behavior or activities pertaining to the company's financial statements. Therefore, the more audit
committees a business has, the more tax avoidance there will be (Ekonomi et al., 2020).

Political connections affect mining companies' tax avoidance. The size of the value of political
connections influences companies to carry out tax avoidance (Dinda Nurrahmi & Rahayu, 2020). Companies
that have political connections result in these companies obtaining various privileges such as ease of
obtaining loans, low risk of tax audits, and others which result in companies tending to do tax evasion. A
company is said to have political connections if at least one major shareholder (a person who has at least 10
percent of the voting rights based on the number of shares owned) or one of the leaders (CEO, president
director, vice president director, section head or secretary) is a member of parliament, minister, or has a close
relationship with a political figure or party (Faccio, 2006).

Companies with political connections can use these connections to carry out tax avoidance activities
(Putra & Suhardianto, 2020). Companies with political connections are always looking for loopholes to avoid
taxes through these connections in order to maintain good relations with consumers, investors, and the public
to continue running their businesses. If the board of commissioners from outside has a political and legal
background, it will play an important role in dealing with political issues. Political connections can provide
benefits to the company through many connections (Chaney et al., 2011; Faccio, 2006; Gray & Debreceny,
2014; Handoko et al., 2022). Politically skilled boards of directors and commissioners can assist in taking
action to influence the government using their expertise. This expertise is divided into two ways, namely 1)
experience from previous participation in government and knowledge of procedures owned, such as
friendship with decision-makers, and 2) experience conducting transactions with the government as a
competitor in legal or administrative legal actions.

The political connection between the board of directors and the board of commissioners negatively
affects tax aggressiveness (Putra & Suhardianto, 2020). It indicates that state-owned enterprises tend to avert
tax aggressiveness. The state-owned enterprises with political connections are inclined toward compliance
with the prevailing taxation regulation to enhance their image as obedient taxpayers. Although a political
connection is established between the government and parliament, the board of directors and the board of
commissioners do not take into their advantage of taxation. That indicates how state-owned enterprises tend
to uphold the government’s work plan concerning tax revenue (Iswari et al., 2019).

Audit quality has a negative effect on the tax avoidance of mining companies. Audit quality affects
tax avoidance (Anita Wijayanti, Endang Masitoh, 2018). The auditor must express an opinion on the
financial statements. In addition, the auditor must report to management on any risks identified, both internal
and external, and provide advice for managing these risks. Audit quality is important in implementing good
corporate governance in a company. The Big Four public accounting firms (KAP) have the ability and high
quality of work to ensure the quality of financial information reported to investors. Transparency of financial
reports has a close relationship with audits. Good audit quality will produce financial reports that are more
useful for interested parties.

Audit quality is related to auditor selection, companies choose their audit quality through their
choice of auditors. An audit is conducted to assess whether the financial statements have been made
following applicable regulatory standards and the company's actual conditions. Several kinds of literature
have proven that high tax rates will be followed by increased tax evasion and evasion. Based on the Public
Accountant Profession Standard (SPAP), an audit carried out by the auditor can be of high quality if it meets
the provisions or auditing standards. Auditing standards cover the professional qualities of independent
auditors and considerations used in conducting audits and preparing auditor reports. Besides that, educational
factors, audit structure, supervisory abilities, professionalism, and workload support quality audits.
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4. Conclusion

The tests and analyses that have been carried out show that the audit committee has a positive effect on tax
avoidance. The company pays attention to the audit committee in making financial report decisions. The
political connection has a negative effect on tax avoidance. It shows that political connections through the
board of commissioners also affect tax evasion. Audit quality also has a negative effect on tax avoidance.
The audit quality of the Big Four Public Accounting Firm (KAP) guarantees reliable financial information.
Audit committees, political ties, and audit quality, all having to be zero, will reduce tax evasion. An increase
in audit committee members will result in more tax evasion, assuming all other factors remain constant.
Under the assumption that all other variables remain constant, Tax Avoidance will decrease if the number of
commissioners who reflect the company's political connections grows by one unit. A higher audit quality
rating will result in less tax avoidance, assuming all other variables remain constant.

This research still has limitations, so future research is still needed. Future research is expected to be
able to add other variables beyond those that have been studied because, based on statistical test results, 84%
of tax avoidance is explained or influenced by other variables that still need to be in this study. Future
research is expected to be able to use other indicators in measuring political connection variables because this
study only measures from the side of the board of commissioners.
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