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INTRODUCTION 

By beginning of economic modifications in the country, tax system was also 

changed. Decreasing the number of rates and tax relieves, expansion of tax base 

and establishing new taxes are of the considered factors in tax modifications of the 

country and in this regard, tax is accepted as a safe income source by most world 

countries. Those countries were successful in this field which had a developed and 

faultless law regarding society conditions and their people practically believed in 

and were faithful to those rules and have all reached the belief that they should 

never withhold in tax paying for provision of public welfare and satisfying collective 

needs . 

Abstract: Study upon growing literature of economic growth and development shows that 

governments’ ability in gaining tax incomes from different parts of the society and with financial 

capacity of the governments is one of the main factors of the state’s economic development .In 

order to realize petroleum-free economic strategy and necessity of outfitting potential internal 

income and the role tax incomes can play in increasing government income potential, it's 

necessary to revise, strengthen and modify state tax system .Hence, the debate of providing tax 

resources in order to gain necessary incomes for the government is of high importance. According 

to article 272 of direct taxes law, approved in February 16th 2002 using CAPs services such as 

auditing organization and institutes in the state tax system was revived. This research has studied 

tax performance of legal persons by using CAPs services performing tax audit according to article 

272 of the mentioned law, and has compared it to the years that same cases were investigated by 

tax officials of tax affairs organization and following effect of doing the above tax audit of article 

subject, levy reduction was the state's right  .Research findings show that by implementing tax 

auditing of the above clause, amount of levy regarding third and fourth country economic 

programs in the statistical population is reduced very much and the government has not received 

its intake tax. 

Keywords: Tax Capacity, Executing Tax Audit Subject of Clause 272. 
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According to article 272 of direct taxes law, surveying phase of this section of 

taxes is delegated to CPAs under certain conditions . 

By passing ten years from enforcing the law of using CPAs services and 

concurrent with provision of law reform bill, studying the existing limitations on 

implementation of current part of the taxes law can be considered in developing 

the amendment bill . 

Today, tax is considered as one of most important resources of governments 

funds and has a high importance in countries economics. In addition to the income 

role of various taxes, governments can use various tax policies in distributing 

income among various segments of the society, fixing of prices, reducing 

unemployment, economic prosperity and also increment in investments and 

hence exert their various economic policies . 

Tax can be defined as the part of natural or legal person’s income which, the 

state receives for compensation of its costs according to the law . 

Tax legislation and exertion should be considered from two aspects: from one 

side, it plays an important role in providing state financial resources and on the 

other side, is effective in regulation of country's economic affairs. Hence, tax rules 

must not only entail income generation for the government, but should also be 

legislated in a way that leads to the country's economic growth and development. 

Of other goals which should be followed by tax rules is realization of social justice 

and equal distribution of income and wealth in the society1.  

Accounting is an informational system that provides information needed by 

reviewers for decision-making. Major part of financial information provided by 

accounting system is constituted of financial statements. Government is one of the 

users of such information which practically uses this information for tax purposes. 

According to direct taxes law, financial statements should be provided and 

adjusted according to accounting accepted standards which define the criteria for 

identification and measurement. Extracting financial information of accounting 

factors forms the basis of tax calculation based upon legal books, but, for some 

reasons, expressed profit by legal person’s conflicts to the taxable income defined 

by tax affairs organization. This conflict is the result of inconsistency between 

accounting standards and the tax law. By modification of direct taxes law in 

February 16th 2002, this problem was raised more seriously and the reason for 

that was adoption of article 272 of direct taxes law, text of which is as follows : 

Auditing organization of Islamic Republic of Iran, member CPAs and auditing 

institutes of CPAs community, who are responsible of doing accounting tasks and 

regulatory inspection or auditing persons, are obliged, in case the mentioned 

individuals claim, adjust the tax audit report based upon the sample provided by 

tax affairs organization and give that to the taxpayer in order to be submitted to 

the tax affairs administration. This report must include the following : 

a. Commenting on the adequacy of the accounting documents for 

accounting affairs pursuant to the provisions of this act and respective regulations, 

with observation of accounting principles and criteria . 
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b. Determination of taxable income under the provisions of this act and 

the respective regulations , 

c. Commenting on the withholding tax, which, the taxpayer has been 

obliged by law to deduct and pay it to the tax affairs organization . 

d. Other items which will be defined in tax audit report sample intended 

by state tax affairs organization . 

Note 1. Tax affairs administration accepts the tax audit report without 

examination and issues the tax recognition certificate. For acceptance of the 

auditing report, the taxpayer should attach the financial audit report of financial 

statements adjusted upon the standards of the same CPA or auditing institute to 

the tax audit report plus tax declaration or, submits that to the respective tax 

affairs administration within three months from the expiry date of the deadline of 

declaration adjustment2 .It seems that the aim of the legislator in legislating the 

single article of using professional services of CPAs and attaching the article 272 of 

LDT  - regarding preparation and adjustment of tax and financial audit report and 

acceptance of the mentioned report without need for investigation by tax affairs 

administration - is claim and recovery of the right and legitimate tax, observing tax 

justice, satisfaction of income owners and respecting taxpayers, expediting the 

proceedings and levy, preventing from conflict and confrontation between tax 

officials and managers of economic enterprises and finally transparency of 

financial statements and trust of state tax affairs administration to audited 

financial statements by CPAs; but, because due to ambiguity or misconception of 

content of article 272 from the mentioned law, legislator aim was not practically 

ascertained due to the following items: 

Article 272 Appearance shows that tax audit report prepared and set by CPAs 

must be accepted unconditionally and without investigation from the accepted tax 

units according to note 1 of the mentioned article and upon that basis, tax 

recognition form should be issued and tax officials have no right of questioning or 

requesting answer from the CPAs. Those having this viewpoint, have not paid 

attention to the preconditions prescribed in the article 272 prior to note 1 or have 

not studied it carefully; because by paying attention to sentences and provisions 

of a to d of the mentioned article, [we recognize that] the tax audit report having 

the prescribed conditions, stated in the previous paragraphs, must be accepted 

without examination, not any tax audit report provided by any format and content 

or style. Some also acclaim that accounting standards must be observed in 

provision and adjustment of tax audit report and in reply to the raised questions 

by tax affairs administrations refer to the provided and developed instructions by 

audit administration technical committee and society of CPAs. The mentioned 

acclaim is not acceptable due to the following items : 

It is explicitly stated in paragraph (a) of article 272 that CPAs comment on 

adequacy of accounting documentations for auditing affair must be in accordance 

with tax laws and legislation. In other words, terms and provisions of tax law and 
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regulations and experimental regulations should be considered first and in case of 

non-explicitness in the law or regulations and instructions or with the opinions of 

the Supreme Council of Tax, accounting standards will be the criterion in next 

stage . 

In the sections b and c of article 272 regarding definition of taxable income, 

acceptable costs and depreciations, subject of the articles 147 to 151 and 

withholding taxes, only the tax regulations and law provisions are strictly enforced. 

In the first paragraph of tax auditing report sample, provision and adjustment of 

tax audit report and definition of taxable income based upon legislation and tax 

regulations is emphasized and compliance with accounting standards is 

authorized subject to non-discrepancy with tax law and regulations. Foreign 

studies regarding tax audit is done in some great countries such as Japan, USA, 

England, France and Germany. By the survey conducted in mentioned countries 

regarding tax audit, all countries have preferred the law over standards3. The main 

question of the current research tries to seek an answer to the study and efficiency 

effect of implementing tax audits of article 272 of the DT law. 

 

MATERIALS AND METHODS 

In this research we review the final tax amount upon sample companies which 

are the subject of article 272 of direct taxes, 5 years before and 5 years after, where 

we perform a comparative study of the cases by referring to the tax affairs 

organization and its cooperation, which is done upon real information of financial 

report of legal persons; hence it's in the field of applied research. This study also 

examines the relationship between the variables of correlation type.  

Research variables are as follows:  

Dependent variable: amount of final tax 

Independent variable is exertion of tax audit according to article 272 LDT and 

assessment sample is consisted of sample companies which are tax audited upon 

Chocrane method and classified after gathering information in Excel which is then 

analyzed by SPSS statistical software.   

Population of the research consisted of 50 companies, where final tax from 

2002 till 2011 has been studied. Spatial, temporal and subject domains are as 

follows:  

Spatial domain: the companies which have been tax audited by CPAs 

according to article 272 of LDT and have tax records in the head office of great tax 

payers (Administration of large tax payers is one of the subset departments of 

state tax affairs office).  

Temporal domain: Ten years from 2002 till 2011 

Subject domain: Checking the final tax amount for the companies, performing 

tax audit, subject of article 272 of LDT, before and after. 

Decision making upon sample size regarding accuracy of sampling results and 

savings in amount, accuracy and cost is of high importance. Clearly, a large sample 

size leads to spending too much time and money and by using a small sample size, 

resulting estimates will not be accurate enough. We tried to choose the most 
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appropriate sample size in the context of existing information and regarding 

possible time and cost and appropriate accuracy.  

Thus, for determination of sample size, we refer to statistics science and 

calculate the sample size by considering desired accuracy and confidence level.  

In case we want to estimate the ratio of society individuals having a specific 

property (p), we use the following formula for calculating needed sample size:  

𝑛 =
𝑧2𝑝𝑑

𝑑2
 

Where, p is the estimation of variable characteristic ratio using previous 

studies and q-1-p; z is also the normal variable with the confidence level of 1-a is 

extracted from the respective table and is equal to 1.96 in the confidence level of 

95%. In case the sample size is larger than 30, sample average distribution will be 

normal according to central limit theorem. In case p value is not available, we can 

consider it equal to 0.5. In this case, variance value (p.q) will reach its highest, 0.25.  

It is noteworthy that, if from the beginning we want to estimate the sample 

size considering the population size, above formula will be as follows:  

𝑛 =
𝑛𝑧2𝑝𝑞

𝑛𝑑2 + 𝑧2𝑝𝑞
 

 

Defining sample size in this article:  

Now, in order to define sample size in this article, we consider the confidence 

level equal to 95% (in other words, we bear 5 percentage of error). We also consider 

allowed error amount of estimating a specific feature equal to 0.05.  

We obtain from Chocrane model: 

𝑛 =
200(1.96)2(0.25)

200(0.12)2 + (1.96)2(0.25)
= 50 

 

Therefore, optimal sample size will be equal to 50. 

 

Hypotheses testing 

For analyzing observations and rejection or confirmation of the hypotheses, 

correlation statistical methods of two paired t-test, Pearson correlation and 

regression have been used. 
Table 1. Descriptive statistics of the first period (81-85) 

 Least 

amount 

Highest amount Mean Standard Deviation 

Tax 

amoun

t 

1202285100 176615000000 17901822455.86 14819059263.25 
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   Sales 

amoun

t 

2051218054

5 

2429390000000

0 

749006415983.04 2762083773292.0

5 

Table 2. Descriptive statistics of the second period (2002 to 2011) 

 Least 

amount 

Highest amount Mean Standard 

Deviation 

Tax amount 113765800 185581000000 13582299675.71 18368347481.43 

   Sales 

amount 

21248413600 23870800000000 877005365247.58 3212309882517.41 

 

Table 3. Studying the significance of regression model 

R The coefficient 

of 

determination 

F statistics (P value) Durbin–Watson statistic 

0.225 0.051 13.23 

0.0001 

1.96 

 

Examining the research hypothesis: There is a significant difference between 

final tax amount of great taxpayers before and after execution of tax audit, subject 

of article 272 of direct taxes law . 

 

Paired T-student test 

This test is designed for comparison of one variable in two dependent groups 

(comparing the mean before and after the test). Hypotheses under study are as 

follows : 

Results of all three tests, paired t-test, correlation and regression show that 

tax amount has decreased after applying the tax law, subject of article 272. In 

studying multiple regression, by an increase in sales volume tax amount has 

decreased after applying the above-mentioned article subject. 

 

DISCUSSION 

In regression model, sales volume variable was entered as a mediator 

variable. Results showed that sales volume variable has direct effect upon tax 

amount and applying tax law 272 has had negative effect upon it; linear gradient 

obtained for variables of sales volume and tax law 272 exertion are 0.01 and -

4452156991.02 respectively. Hence, we can say that with an increase of one unit in 

sales, tax amount increases to the amount of 0.01 and by application of tax law, 

tax amount of the companies decrease to 4452156991.02. Modification of article 

272 and other direct taxes law, not inconsistent with outside-organization tax 

audits, which should be approved by parliament after investigation following 

proposal of the ministry of economic affairs and finance and tax affairs 

organization to the cabinet is recommended. The obtained results are contingent 

with previous results4, 5, 6, 7. 

Tax audit that is done by CAPs must prefer tax laws to accounting and audit 

standards, because of this, the missing link of such problems in Iran is financial 
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reporting with tax purposes and accountants and auditors should provide financial 

statements with tax purposes in addition to provision of financial statements with 

financial reporting purposes . 

CAPs and auditors should pass several educational courses in the field of tax 

auditing and researches in different stages in tax affairs organization. In the taxes 

law, from article 263 to 271, is about investigation and detection of faults and 

violations of tax officials and detection cadre, so that whenever the tax official 

made faults such as taking bribes or overwhelming the government right taxes, will 

be dismissed from detection cadre forever. Thus, a single article should be 

contained in the parliament so that upon it, whenever the accountants make some 

fault, they must be dismissed from the CAPs cadre forever  . 

It is recommended to investigate the cause and effect relationship of research 

variables. It is also recommended that other financial factors and conditions effect 

upon research variables be investigated. We suggest to compare the companies 

not include in tax law 272 and those include in it and we also recommend that the 

effect of tax auditing, subject of article 272 of direct taxes law upon development 

and prosperity of tax culture be studied in another research. 
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