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Investigating the Effect of Financial Restrictions on the Relationship
Between Managers’ Compensation and the Performance of Listed
Firms the Tehran Stock Exchange

Hassan Ahmadi !
Mohammad Ali Modiri 2
Majid Heidari ®

Abstract

Taxes constitute one of the largest cost items for most firms, thus providing firms with a strong
incentive to reduce their tax burden through a method known as tax avoidance. Increase debt,
reduce the expected costs of bankruptcy and default risk, and ultimately reduce the cost of debt.
Tax risk can be caused by the company's tax planning strategies, therefore, the purpose of this
research is to investigate the impact of tax avoidance on tax risk with regard to the role of
corporate governance moderator in companies listed on the Tehran Stock Exchange. The
statistical sample of the research is companies listed in the Tehran Stock Exchange during the
years 2016 to 2022 with a sample of 133 companies. Multivariate linear regression and
combined data using the generalized least square model have been used to test the hypothesis.
The results of the first hypothesis test showed that tax avoidance has a significant and negative
effect on tax risk. Also, the results of the second hypothesis test showed that tax avoidance has a
significant and inverse effect on tax risk due to the moderating role of corporate governance. The
results of multivariate analyze show that companies that avoid paying taxes pay higher interest
rates on their debts. Obviously, creditors consider tax avoidance as a source of credit risk.
Keywords

tax avoidance, corporate governance, tax risk
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