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Absivmals Vsl shdy sas conadlvered e amelize the afffect el the
delt-pgndly redke (RSN aw faor planaimg defere amd gifer the
enpcimrey af e Wimdster o Fiosoce Nopnfeden  momber
FUE-TORPWEAIO20IE. Fhe dode nved m dh sindy ove
Jwamcip reponty subwifed & e Tednwesio Stovd Frohampe
(IR for Y pevdosad 200 48-200 7. Flarve hundred i ey cosipamioe
were setecied welap @ perperly mmpiiag sveiod s eme
regairememin, Fhe chosn soarpley and cosrpamiey wlick o

Jour frvarmee repuorty o geow for e peried, g fose stose DER
wai mote thon g [aol argofas) e 2000, The dafw aved v
ereasrviiaald parel o, ratay e dabe o Dbty ol cqmily o
sy oogral swdicmiee, el eanligs el mx (EBRT) &
Wil 2 Phe Boms oy iprostang corporel Prcease bor, T soampels
ey gy divaded dofo e prawpe v meecure We fepor? o
e reymlaiien, mamely proups of compeaics with DER abwre
v bl 4. Tive roindils wf e doaly shew Bl e averege ER
o W company i 17 fe 1.9, widch aseous e saly o few
cosmpares bwre DFEED abowe 40 ev speelfied du PRI,
Frwilagravary, fared so by reswls of dbe srnaly & de Ao
boff proap of cospesiss with TRER abver amd dfos J, e
covmpairty’s IHER dooy mal oy ERT Bofore aud affer ahe
lanple weriation of PME-TEY,

Tl arwaly fmplien diar e saplicesion of PUK- T8 by urlag a
wedst Noidardon rale ie ol et e fective m mimdsaizig podenanind i
Sass afidee e afele Deteresd expense of copingd Brucmre.
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I INTRODUCTHOM

Companies have a poal to miximese sharchedder welfase
by mascimizing the salee of the company. Based on ilds goal,
mmpuary  monagers perform fanctiors of - planning,
arganizing. directing., and supervising. Phaming carried oo
fry  fimancial  memapers  deheks  invesimem decisions.,
financizg decidans, onid 2= mamagement decigans (Fudah.
i
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U form of fimancial planning camied oul by dhe company
i tax planming, Taxes are compalsary levies based on the
Avis gAridcle 1 of Law Mamber 28 of 20070 Tax is ane of the
mosl significant cash outlays moa company | Hillier, Riwes,
Wester fiold, Jalfe & lordan, 2013 Artiche 2% of the corporale
imcome tox, for example. tabes I5% of 161 ieoine (Anicle 17
of Low Namber Mool D008, Toxes are dividhad i two types,
namety direct and indimed o, Dired s is ot boma by
the recipient of additonnl resowrces such & Ineome T
(PFh). while in Value Added Tax (PPN), the mx s taken by
ke el comsumer.

For companics, direet tis, of ineome ax b= eolculaed o
thex crmpeny’ | Operaling cxpetaes of oosls thar reduce paofit
mmargins. Reduced profits will edoce divibends received by
sharcholders and automatically affect the saloe of the
ommpey msochety [ Suendy, 200§, Fordhis remaon, nanogers
Iy fir muximnze the aocountmg prolis aad mimmne Gscal
prafits

Tan planniigd acivilics ee also i@chned in ineocisl
management activites. But il should be npoed thal s
plimning 1 difforeat from the undersanding of tix avoidance
of 0% evasiom. Tag plonnmg 5 camied ool legally by
i papers o bower tan hordeneaphoiting loopheles in o lows
or regulations wishool violating the low. Managens oy i
minimize tas borclens as kw as possihle with proper meshod s,
ond By mapion provisions, with the olimete  geal of
maximizing profils 2ad ulbimately increising compomne value,
Meanwhile. tux avodance and lax evasios are unlwle] and
can Pe subect o legal sanctions criminal .

Accordizg o Crumbley 1, Larry, Fricidmin Jack P, and
Anders Sisan Bo in the Dhctiomary of Tax Tenm (Saedy,
ZUTHH b stated Lhal:

"Tun planing is a systemalic analyss of differmg ax opdiom
wimed ot minimizing the o liubilivy in oument omd fasme o
[eriouls”

The siege thar applicd @ comduct s plennisg againd
imcome lax payshle is masimicing fscal costs (deductible)
nmt  mnmiEeg  oosie il Cied he dedhioied
(ninedeductibbel, ineluling the sslaction of appropriaie
accomting methods,
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As well ax cash o planning. financial mamgers al=o
feve invesmert  meassgemo function such oas capital
kel getingg, cagatal st nene and working caphisl mengeme
iHillier @ al. 201 3), Capitol bulgeting melabes s long-toom
mvesimes dechionn mide By e conspany, shile, capitg
ancsane @l wosking capital monagement are the effons
miasde by gthe company ioabiain capitul both for opermtisg and
mveslivead activitics for the company, This working capiial
can cosme From the wogaisition of sher or g -temm dehi or
gurough the issuance of shares (Fllles et al., 2] 35

In 193, Meddiglioni ard Miller devedoped the theory of
capitel st tore and expanded it oo noome s, The ghoory
sk Hun imesest cosis m@nosave e pavments becose
micresd can redoee laxable meome learning before o BERT)
m (hat tases padd by companics be e or o dedusctible
(Ross, Bamchl, Chnsicnsen, Drew, Wesierheld & Jordon,
Mid). Thas theory is widely wsed in frmmcial mansgemest
TRcraming mnd is one ol the moss pogalon methods ased by
compeny e gers i determinng capital simcnme palicies

Bacec] o 1his theory, the company would prefer 1o invesa
on fong-1erm deb te obaain @ reduction o e @ barden by
making the masimam loan misresst peesible, Alikoagh this
dreory was later challenged by sane acsdemics who stased
fad Jvemage is ool o priccity in corporate lax plimning
becuuse the taa shield & net o dieninn factor when
cermmpanies plan capisal siructanes | Tnpathi and Kumir, 2003;
ket ancl Koo, 200 3 Wickineanii, Trinryati. and Ahanitanti,
06 Yaliaedi. Wludy il oond Y oaol, 2006; Masution, Seogar,
and Panggabean, 201 7, Wimg, Gan. Dizg. and L, 200%), b
s liberihmes soppor the Modighasi aed Miller sheary
wliich saics eal commpanics my 1o plan s haough capiial
svctire  (Moor, X014 Lukiona, and Harfomo, 2014
Khatinnah, H014; Kok, end Lee, Hi14: Bloois, Hwizings,
Lewven, and Micodems, 2004, Simamond, amd Byidi, 2005 ;
Alipour, Mohsmmaodi, sed Derakhean, 3010 3%; Fooe o and Xa,
AME; Sumbart and Sasikewibones, 2006: Sorbe. Jahanssee,
and Skeie, 20 0a; Salehi, Bahanpour, and Sotomed, 2006;
Adfandia, 301 7; Romudhan, Frandymnne, ond Blandoleo, 20107,
Fomseca, Juea, Makamurs, and Sastos, 2017; Rehman, Wang,
and Mlirea. 2007, Deversus, Maffin. and Xing. 2017).

With the tax om the company, the compuny with deba will
I ghle toreduce e tax pivment because the debd bos istenest
st whach will mixe b shields o thit the compimy’s value
cain e e, s e highar e compay s debd. i vidus of
B oy will inorediee. of s oher wonds, the comgeany s
ameomriged o rwise doht andd thair delbt-gonity rafio a2 & form
of 1 planming.

The poneetial s Ioss derived from planned  copitsl
arucmine has Beer o concern of the Indopssian Governnest
marcigh the Directorme Geaeral of Tanes since 195 with the
suonee of the Minister of Finonoe Decsse  muamber
I BB T 198 Commparisnn of el and Own Capited
Inr lecome Tax Impasition, which el the mato of debt @
wepoity ol 3z bt the law was later podponed in sccombance
with KME-BIKME IS/ 195 comremdng the  Delay of
Implementation of the Miniger of Fnenoe Decree Momber
ITHIZEMARC D 1064 comeeerning:. Comparizam Belwezn Dol
anit Cron Capotal for Bneome Tas Imposition.

Wi rol Mot KOGEWR AR 98 D0 AT
CMAL 0 AN i 0 KRG T T 1R

Chaly after 11 pearc later, the governmenl isued o
regolation goseming the mtio ol debt amd capral (D b
Equity Batiod, msicly the Minister of Finance Regulation
Mumber [EVPMEOI025 on 9 Sepembor 2015 obowt
Diizrmining the Amasenn of Comspr o Perwesiy Deb sl
Comgasy  Capital w0 Begiirement  for Ineome Tag
Caloalation

To measure the number of fands for svesmen by
company  owsers b propamien o funds obimined  {wsm
credizars., the company uses leverage ratics (Brealey, Myers,
amd Marcus, 1995, in Miswinto and Widisce. 1998, Thige

severnl levenge rmbos el by Companas, Iln:ﬂ1!']l|

o ecrtanl capitad assart rnio {deb rasie, woal deb i equiny
rafins. long ferm clehl 1o aguity ratio. angible dehi covempe
wasc s, girmes of micrs) oovenge, debl servics covenpn ad
camings vaniasiliny. O the severnl types of rotas, the debg w
equity bt [DERL 15 the most wadely usxl

I¥ER & ragio fo coingass woanl @i with el owners
capital or equity (Miswasso anc Widado, 1908), This matio 5
waed 1iv Cliwdd Gt what pord of each cent G From the awner's
cupinil wssd e msranac: e dedr, The premer ihe ratia., the
e wngo fitable for crecditons becose ihe amount of deba &
grester thun the owner's capital, This ratie serves o fisd ost
et every cont of itk own capilal i wsed ax colbseral for debs
anid there is no Ll on the size of e nale between the mtia
of debi and capmal (Stwiement of Finencial Acoouniing
Stondanls Mumber 26, 20010 DER i< caloulsed by the
frmwrli:

ety Digwity Batfe = Tesal Debr | Ohwer's Copitel

This thesis is o developmend of writing By Ramadhan.
Frandyonin, and Risndoks (2017) who resesrched on the
effect of the this capialization rule on comgany leversge in
Indone=in, In the conclesion of e article it wos stated thes
onidysis should becarried cal fanber by using mone sl
il mare sophisticaled hods. Therefore, shis sisdy wall
Comboct resanch on the relations hip between capital structuse
and 1 plasning before ond after @ cractment of
government regulinions using panel data regressinm meahod, a
larper mimber of casmples and in 4 (Feir sears Mwo wears
Iszfars il fwe years afier),

I, RESEARCH METHO

A- Purpose of The Sjudy

This siudy aralyaes the cflectveness of the impact of the
application of the Mizister of Fimance Begulation nember
I"Hl':-'IEI'h'FI'I-'IH.I:II.I.'I.'?I}Jam tux planming thresigh Capital
enrcinre comiducted by companass listed on the Indonssin
Stock Exchenge for the poricd 2004-2017

K, Daia Collectian

The wtindy are using seccadry quantilaive data, namely
afata from fnencial siemel abonad s the Idonesia
Siock Exchange (10X anid published theough wew iils co gl
tor the pesod 300142017
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The dhaia nsedd is pane] data crves sectional, namely data
aolleciod by observime dats and infoomation on the seme
groap of indlivicals (in thas case the companyy am observed
fram year o vear {Hill, Griffith=, and Lim, 20081, The duts
clfiervend e linhiliny aned cyuicy o sedsane capilnl sirgiue,
anid ERT, which is the basis far impasing a cor porate isceme
.

. Pagenlation and Sample Siee
The papulatzm in this saely are all companies which ame
ed o fhe b Sick Enchange for the period
Ai4-2017. The ssanpling . method = non-probshility
pFarposive sampling techiique, which 35 o samplieg methed
e ook specific conshiberations (Latam, 20045, This method
selects ssmples becouse the rescarcher believes thet the
simple has met the requirements of the siody, whics s
coimmpatible withe the charecteridics of the sy and meels the
meguiremsds for use ps o smphe.

From the gl number of oommpasies, the asthioes chose
mamples of compames 1l have fnancial meports for foor
woreovuliveg youm, nomsly 00 g0 2007 s many s 1
CONTERRGS o malstnin ihe consiseacy of compeny beavior
fovanis copital structere enid tox planning inceach pened.
MeaL, oo 3499 companics. i B foond that % compamics sl
regative DER i 2012, so they shoald e elinvinaiesd
Therefore, the totnl sample becomwes 30 subjecis.

The 21 shen divided into twn @oeops, namely;

1p proegp of compenics with DER ghove d, that s 55
cinmpanies: and

I promp of compimies with DER below 4, that is 335
comfenics.

Ir. Amnlysis Technlbyue

Analyeizg detn bs thas ssody will wee the State applicatmon.
St ds ome complew satidical pregram developed by
StuaCorp and widely weed in the fichls of economics amd
finance, Sdatn qunckly smalyze quantinlive data in either
creess eclion, panel or bme-senes dala

The wody vm the influsnce of FME- 168 MEDEOI0]S
wll Gis planming wooingemics Wl e i) G regeeshon
meshods, Fenel data regression s @ stanisticol model thm
smhines cross-seebon duts and time-sonies data seothat the
mii cross sectiom (i this case e compeny’s financial
atagemnent clatnd will be messured of different tmes {Hicdmvat,
M4 The pane] data regressbon equimion that will be used m
e sudy s & rwo-woy model ke conskkers the effects of
time of includes o time varinble

Fliclayar (2004p staiex that the panel dala regression
medhind will give resulls kst are best hinear unbimsed
catimation (hhee) f all Gasss Markoy asmimptions sre mel,
ome af nhich is nineautocomelatnn

The adhvamiages of ssing panel data regression are as
Tilkrws
14 it can provduce efficiend ecosometnc estimation because it

provides the epportunity for mewanchers 10 we a farge

mpmher of ehsarvations, mprove ihe degrae of Feadom,

data hag & large vimighility and reduce the. chaolerenriling

between cxplasasary virichles.
b eon prowide indomwatian shi cennot b provided by

reseane by ising cooes seotion data or tnee serics dmuonly,
¥ com provicke & betier salution ia &y namic change inference

conmprered ds e mss-wectn data,

B! Mo, KRR LT W HLSADRES
L O, SR LR LT T
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I the pime] data regressiom macle], the reseanch is carmied
by cetormiming the sstimaticm musdel, Firsy, icdenlifying the
catimation mesdel by osing the consman eflect model or
porded least syuare (PLE) fizxd effect meddel (FEL and
rendony el mesdel {RED ipproach. Seeamd, o desenmine il
right madel berwecn commen effect (CEY and fined effec
1FE} n=ing the Chow test, to chodne ol hetween Fised
effect amd ramdom efiect osing the an e, ond 0
itermine. the mwsl sppoopriate model Perween randoim
effects anil the commis effect with Lagrange Muliplier sesi

Third. comdocting un esumplion kst for data penel
regressiom. Inthe ponled least sqoone {PLS) and fixed effeco
meklel (FE) models. the sssmplion fest is carmied ou by
lesting e linearity, mormality, owtlier. mulbcall mearity,
hetcroseodasticity, amd asciamelation tests, T the oomdom
cifect mwodel (RE) model. there 5 om0 mesd  for
heternscedasticily and sseeorrel#ion lesds.

The Bomls will be condecial on ol grompe of il
ohservation. The resiles of the stanistical snelysis abone will
thew he elaborassd with theories develoged by aation and
HCOURINE cxpens, espocially thoss relaming w the nmio of
b=t gl capinal

E. Dependent Vurksble (vh

Iy thiz emidy . e aushore will observe the s plansing
bechavior comried oo by the company 10 decseme the amius
of tan payable by sing the by shicld scheme on capisal
structore, The mx plansing will be proxied theough the
repimed earmiags heke s

Eaming befome tax (EBT - or in some Titeratuee refemed
1o s incoane betore inx - is the value of @ company's revenue
minus the cost of poids wld and other aperating expenses
beetire s dedutions (Suson, Nk, pd9). ERT is the valoe
ol the company after cperaling sl Tmncing sdivities,

Ermang bofere ey = Slew - Cowd af pong sofdd
G ridiral eape dae

I fiscal Anence, EBT is the hosis for s bvpesition
befnre nrreckinn is carried oan. Sa mainky, EBT can be
e s @ gt of the smios of cofpoeate soome Tan the
st e paid by the oompaay.

In the compam's Anancial satemeads, the aathors also
foundd dats of income lax nepericd by the company. However,
based o the fusther enamination pa e moles of company's
financial slatements, moome s which is repored m the
warmmpany s report is G afier sljusting For defemreid s s ihal
it canact be uscd ns o measeremen of the valie of s inthe
wnrresd year. Therelone, the asthors determined to wae BERT s
thae dhepenilent variabie,

F. ldependent variahle {xb

Thas stnby alyecl of ke impmid of the applicstion of
EZBt-16% on inx planning throogh ihe copital siructer. The
company's capital stroctore coneists of long-tenme debt and
COW Uy S0 e The descripion of & compeny’s capisl
e can be progied thioogh & debs go equiry ragio (IER?

Foadibed’ v
Blar Aver bopt ipence Eopesrug
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Doebi in this sty 15 all the i@l compang™s debt cover
fong termy meslivmn lezm, el sherd lenm, This s consisicad
with the definition of debs i amicle 1 paragraph (31
PMK-16U, *the debt bulifffe 0 refurred % in paragraph 12)
imchudes (e balinee of Joog-serm deb aiwd he halumee of
shat-senm deba including the balance of debs with mlersst *

Expuity used inthes study ks all the tntad invesament owned
by the company. inchoding theee cwsed by minonity porties
{rosn-condnolled nienesa), This e glso in secordance wah the
anclersaandisg of capital in amicle 1 paragraph (55 FME- 165,
“the Ccapilal babnoe efered o in paragreph (41 imcludes
ety as referred o inothe appliceble fisancial occownting
starcland s mrw] intenzst-tree Ioans From panies tit have special
relatinns.”

Biweseel o the rescanch mehaad  the hypothcsis ponordlcd m
we sty is as follews:

e There (oo sgmlTowed il ? of DUER o oy plmanfog
frstare ang wier bupiemenraiion of die Wisdaer of
Flaeree Regolanon Nausiter [AVPMNE 20T I
ee v o comparsd o Wil DHE abovy 4

e There tra sigmiifewra effecr of DER o nox pleaniag
fefore and aiier inplamentaian of the Wisiger aof
Fiaurree Regulanion Numiber [EPWE 20T
fiee growy of compreics witl DER below

I FISDN™0GE AND DISCUSSH0N

A, Dverview of Resesrch Cfjeces

The reseasch popalmion e all compenies lisied on the
Infone=in Sieck Eichange in 20040107 from differean

ST

Table 1. Geperad (verview of Rescarch Objects

LT 2 Feag Feroem i
ayrimes L B N B LI
il L =11 0 3E 18 9T
(ST BT T0) o et 28 1,44 (-
fimancs T1 I | £ _ &
Irastesriuane i o 40
I H ! ] &
mlg2alle i i 52 53, ¢k
B & T 9,0
T 2=t is F.3i [FRIE= |
LEdili - s &2
nCiiErLa: i} 1,k Log , (55
ral B LE

I, Statistic Pesoripive
The resalts of the satistical description test in the Stala
applicatiom show the resulis that the sverape DER of the
oTnpaTy . in e year befors s afier fhe cmacomenl of
PREK-16Y, & relatively ooed, singmg from 17 o0 19, This
average i fur below the DER Jimil in scconlanee with the

MK, which is equal g 4: ]

Wi rol Mot KOGEWR AR 98 D0 AT
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Tahde I. Statistic Deseriptive of DER

Year Mean Sial. Ik, Min Man

Hil4 I BA5593% LIS DOOIZ6IE 1% 15164
2015 VTR LM DDO0TeIIH 133304
2014 I BE 43 225065 5274194 I6 AL 146
2017 | 754441 TSA5070 -3, TG AT

Therefone, 10 chixin a compnson af the effectivens s of
e imgrlemeniaticn of PME-3H) spmples ae grougel b
vy, npmely companies thin hiove DERs abeooe 4 and below 4
with referemer wears of 2004, i which year PREE -1 69 clid ned
yeL agpply

. Hypothesis Test Results om DER Groap Above 4

Deferminimg Evtmrbion Mogef

B an the fest resobes an dhe DER group ahove 4 {55
commpanies] 0 determine the estimazion model, te following
vafput is ohizmed:

Tabde 3. I'-Vidloe Ouipal of Estination bedel

Estlmmailen Model PV alue
[Frul=Fi
Conmmmen Elfect (0B} or Poaled Daln ST
uun:' IPLS]
Fized Bfect Model (FE) 1 TCHM
Ramchom Elfcd Muodel (RE) LR ]

2B

To compane the pooled data sqoare (PEST mosfied with oo
fixed effec (FE) used Chow iest. The hypothesis used inthe
Chivw: besd i

o Moale seguime gl

Hy Fived nef

Bazecl on the oanput of FE. the p-valee {Frob = Fi =
ANCHHND, D value s Jss thon e alphe wliee of 3% (95%
confideacs level), shen My is rejocied, the model ised s the
fix fEzan mrache] | FE|

Hawsman e85 uscid 1@ compane the fssd efec model
(FE} with randesm effecs (REN, The hwpothesis usad inothe
Ha Hagsl s

o Rondon efect model

H,: Frved affeer model

The Hausaman fest resulis shene that ke poaloe (Probo
chih = [LBALA, thix value is grester than 5% so tha Flo =
secwpied: the botter mede] i the mndcm effect (RE model,

Since the model socepeed 15 diflerent from the resuln of
Uiz Chowateet, the Lagrminge Multiplior fet i used to comgane
e PLS asdd RE mondels, The hypodlcsis ised (e i Lagrangs
Mulbiplier gest is:

He Praled dasa guers el

10 Raedonr e woef

The Lagrange Mehiplier et nugput resuhs wizh o p-selue
[ Probee chibar2) = 0CHI0, this walwe is seanller than 55650 H,
iw rejocied, the random etlect model is e bestchoce.
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Assumpdian Tew

Based pn the Shapiro Wilk normalily lest using Stala
shwrws thit, the pevalue (Froh > 2p = 04K, whick indicaes
B the data is pal poomally distnbuted. But considering the
clats med s secondary and pbilized dhe cata panel methed,
mrmalily iy wed @ mejor eter in delormiming assaumplion
st (lghal, 20056 Test pseumpdicas used inopanel dam
mepression  ane  mulbicollmeanty . heferoscedastivity,  amnd
amilcnireladion (S, 2018

Bassd o the mubticollinearity araimgdion of panel datp
regnession over the group of companies with DER above 4,
S onipant valwe of the Varanee Inflasing Facior (VIF = 1 s
ceinimed, Cirven that the independent vasiables i the sy wes
anly pee (DER), the wlerance value or VIF = 1. which
inclicates thal there are no symplaoms of kgh multicollinzariy
a7 thar the model amnd hypothesiz veed are socepaabds ond the
Jewel of paremeter comfidence is getting betier.

Talsle 4. (hpud o Asbocarrelstion Test

rarll-HE IR T A TR et IR

Rl Glmi®E] kL Ll il Sl
Fummin
BRI i

Bah Ixicrosclasdivity. foal end setconslstion m the
ramlcat e ilect model nsed penerabized least squirme GLS ), sa
i only needs o he done onoe . Hegerocedasricity te=t resolis
avs anyoudpur P-vahne (Frofes D21 = 0036003 Thes esulis
mdicsde shere is o sneeorrslation berween ane ahservation
and other observations 5o thot dhe possibidity of ermoars inothe
meklel does ooi eccur. The Gasss Markoy asamption s
fulfilled { non-amecorelsiond wo that the model can peovide
resalts dhet are best lnear unbiased estimation (hdued,

Irherpretation aof Resairs

Based o the soege to descrmine the estimation model end
SR fest, it e concleded that penel data regression
i feat the effect of INER an EBT in the groug of companies
with DER abave 4, cun be dione wsizg the rascdmm effect (RE)
memlel. The nesslts of panel data regression tesling with the
random effect (RE} mode] provide cutpat pevaloe (Prob
chily ={b.18E > 005 {with 2 95% conficdence level) so thad
Hi g nocepted, DER does mod affect EBT on companies listed
w lhe DX bofee aml alicr the opplication of PRME-169 sqail
DER above 4.
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1. Hypothess Tesd Results om THER Groap Relow 4

ferermeenng Extimmton Moge!

Subseyuen. peeard was oomducwed on companies tha

have DERS bebow 4, samely 533 companies. Based on he e
resiilts. determining the estimolion model, e following
Rput is ciiained:

Takde & P Videe Dutpt of Extinaation Masdel

Estlmathon Maodel P-Value
s ' (PruhF)
Cenmrinon £t araw Proded T Sy 14130
L5}
Emiﬁ':cfﬂm‘dﬂ"i‘] FELEL]
Fiznalr Effect Model (RE AGES

Chevw test s used w0 compare ponled dita sguore (PLS)
e ls with fxed effects (PR As before, the ypothesis wsed
in the Chiw lest is:

He Fooled deda rquare model

i Fived effeer ol

Basecl on the aotput of FE in the group ol compamnics with
DER belos 4. the p-value (Prob = Fh= 00000, w0tk L&
e (haim e valoe of 5% (5% confdeace keveld, then Hy -
rejected, the mode | s a finend effect model (FE)

To compars e Daed cffecl weskel (FE) with random
elfect (RE). Hunisman sz is used | The hypothesis ised inthe
Ho miesl 5

v Randor eifecr wnded

Hie Fined affect moled

The Huusmen et resalis show that the povelue (Frob =
chily = 0.5054, thix value is grester than 5% wo tee M, =
nocepded. the kefter mode] is the maclom effect (RED moldal,

The thind sem wmed the Lagranpe Muliiplier sest w
compare FLS aad BE models. The Bypothesis used in the
Chovw: e i

il Fneleal ok fepuiive moulel

1 Ramdran effect wode!

Thae Lagrunge Meluplicr test cutpul resulis with o p-waloe
(Probes chihar2h = (LOCHME, Dl valie (s soadler tham alphi
(8% 0, w0 Hy is rejecied, tae BRE male] §s hetter than PLS

Avsuriiprdis Tea

The rexults af the Shapiro Wilk sormality est using Stala
show that the Prob vulae = po= UHEG, indicaling ghe duln &
i normally  disrineied.  Thenefore,  mescanck e
mailiicallineardy,  heteroscedasticity, and - miineearelation
teska, The imilvicolline ity msaisglion resals oF pancl data
regression for the group of companics with DER helow 4
indicote ¥IF = 1, whick shows that dhere are no sy mpaoie off
high multicoblinzanity soothat the mece] and kppolfesi= wsed
cun be pevepied arl the level ol confidence in the pammeters
is g
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The Effect of Debt Eguity Katie on Tax Phopieg Befors and Aler Inaple

n &l the Minisier of Finsnoe

Regulistinn Sumber PV 168 PAE. 0102015 en Begistersd Compamies an (he Tndenesia Siock Eahonge

Tabde b Uniped of Antocorrelating Tesd

Heterocedasiciny tess reselts hive PoWalee canpe (Prub o
chiZh = OOFH8, These sesulis imdicate there 5 o
st rreladion o auiocomelation) betwesn ane ahservation
anid pther observations o thig the possibility of errors in the
kel o nnk eccur beviuse it prosides resells that ae best
linear unblasesd estimation {lue).

Travrprerasion af Rewivs

Based an the wsts, it cas be concloded thm panel dats
regression 40 jesl the effecs of DER on EBT in she group of
compamies with [FER below 4 con be dome s<ing te nimidom
effect (RE) maxcke]. The resulis of pane] data repression widh
e random effect (RE) model give the ootpal of pevalee
{Probe Chi) = D05 =005 (with %5957 confidence kel sn
e My i sccepead, e is no DER effoct on EBT in the
oy listed on the 10X before and affer the application nf
PMR-16Y im the goog of conypanics with DER below 4,

INaumion af Prabiens

Based on e rosulix of sofistical deseription boss
mmducied un 3 companies haied on the Indonesca Siock
Exchange n 2004 w0 2017, dam obdgined shows that the
average DER of compaice was 1.7 1o |9 which meass thst
only a few compunies e DERs abave 4 |, Bised on these
resal, the seseorchers concbacled that the IER Limats applied
in PMIE-10% were sl ion high o be sble fo effecively
reduce the comgasy's 19x planning throigh charpisp isfenss
o lisaiks.

Furthermore, baeed on the examinsbion resadis, 1 =
corlded thar i the geoup of compandss with DER abone 4
and bedpw 4. the comgany's DER does nod affecy BT bediee
and afler ke implementalion of PME-16Y. This nesult ix
differem from the resulte ol roscarch  conducied by
Hamixdhin, Fraacyanto aml Biamdodo (20071 which states
gl the thin amleation mole cen provide  sigmficom
dhimpes o ke debl 1o cymily ratio of Tsfoncsion Seock
Exchange Componics in groog | (Dch s Bquity Rmio of
mane thas 411 and group 2 (Dwbl o Bquiny Ratie less than
2:10

Bosed on Misfighioni amd Miller's theory, the commpany
wodshd prefer t inves by using longterm debs o obtan o
reductinn in the tax burlen by makmg the maximam ki
imtereed possible. Thos, the looe intesso rate e the moes
wriain thing m corrping oul tex planng througk charging
mieresd, thesefore debt limilalion as applied in PME-L169
tmcoames  inupproprine. According @ Darossilam asd
Kragtiagi (2005 the deba limiation policy is actually less
effective compired io the effer? o limil interesd expenses
(et limitation), The imlensd cxponise limitstion podicy is

Wi rol Mot KOGEWR AR 98 D0 AT
CMAL 0 AN i 0 KRG T T 1R

it elirect approach basesd on information eiginalmyg from the
imcome sscment s thad i is mons precise wml cffoctise, b
o nately, only & few comniries &pply the policy,

In varioss ountrics, the policy of waing IER a= o 1oal for
Liminiag imcres) expeass has Bepun w0 be evalued ad
replaced by odher policy alrermativees such as Allowsnce fir
Carporate Bquey  (ACE) and  Comprehensive  Busises
Dncome Tax (CEITY (Mimlecs, Adams, Hesley, Blundell,
Bl Chate, Gamimie. Iohneon , Yyles, ond Praersa, 2001,

Darusalum sl Kristiagi (2005) alsy suggesied that he
upplicalion of DER resdrictices. alhough easier to implerserd
ndminismatively, was les effective becsise it was arhilmary,
sahjectve and did ms ake min accoust masket conditionme
sch 2% the type of ischistrial sector or businese dnvelopreent
phose. For devcloping sosnirics like Indoncadn, the s of
imgeresd limication mies will be mose optimal in lsdtisg the
ez of ekl barroeang oosis to redoce the tax burden 19 reduce
Lax avoidance By U comipany,

IV, CONCLUSIONS
Thi= stwdy anabyees the effect of the DEE on the

COmpany s [y plenning in e penicad Beore and alber the

enpctment of - PME-TRWPME DI0D015 e poogs of

companios thid hove DERs above and bolow 4. Bassd on the
research aied analysis, the resilis shivw s fallows!

Ly the aversps DER of she comgumy in the yeor before ancd
afier e enacomes of PME-L6% is o relmively Daed
between 1,7 - 1.9, This aversge is G below the DER limit
in aecnrdasce with the PRE which is equol e d: 1]

b im the group of companies with DER sbeve 4, DER does
nedt affect ERT for companies lisied on the 10X befoee and
ufier the opplication of PRIE- |69

2y im the gronge of companies with DEK below 4, DER alsa
e nob affeci EET for companies liged on the IDXK
Pexfiore: and afier ihe appication of FME-L6
Beserl on the conclusmins above, the sesearcher givis

sgpestmns us folloas:

Ih Forahe Dhirecoorats Goereerol of Taoes, i 18 recomame ided w
carry ol funther evaluations on the effectiveness of the
impact of the spplicatica of PME-160 By Lmiting 4o
reduce corporme s plansing. for example by conducting
imiemel studes using confidentisl aanual wx refum date,
The Directonile General of Tuxes can also oondeet o mge
in-clepth research of the pirsible chanpes in ghe podicy
mindel af the delbi limitation rele wigh other policies soch
is the anterest limitation mle, Alowanee for Corporale
Equity (ACE}Y and Corepaehensive Bosingss Income Tax
(CBTT

b for proctitioners and @ academics, © make furher

mfivs regamding the method of limiting fax plansing

tnrcughy copieal sanucinre,

for the mext researchers, to moke mose in-depth and detail

sqbics, cxpocially om lomg-lerm loan imicresl, ukng ansc

compiehersive resemch meihod sich & the differcace in
fifference methed pver & nwre extended perind.
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