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5 Conclusion

The purpose of this paper is to investigate the extent to which corporate tax avoidance

results in a less timely annual earnings announcement. Evidence is presented in favor of

this hypothesis. Following prior literature, a robust set of controls are used in order to

isolate the effect of tax avoidance on the timeliness of the annual earnings announcement.

Investigating the extent to which tax avoidance impacts the timeliness of the annual

earnings announcement is important for several reasons. First, it extends the literature

examining the ‘good news early, bad news late’ hypothesis by including the proposition

that corporate tax avoidance aids management in hoarding bad news within the firm up to a

point at which it meets a certain threshold and then is released at once (Kothari et al. 2009;

Kim et al. 2011). Second, tax avoidance as an explanation for a delay in the annual

earnings announcement sheds additional light on explanations for information asymmetry

that is particularly acute during the largest annual information production period within the

firm. Finally, there is increasing evidence that corporate tax avoidance impacts the firm’s

information risk and hence is becoming a significant risk characteristic that should be

considered in evaluating firm-specific risk.
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