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 Abstract 

This study aims to detect indications of Red Flags in a taxation case in 

South Makassar KPP. This research method uses descriptive qualitative 

research. The results show that in knowing the indication of Red Flags in a 

taxation case, it requires financial statement analysis, sales analysis, or 

contract analysis, then after finding an irregularity in the taxpayer's 

financial report, an interview can be conducted with the taxpayer to find 

out indications of fraud. namely taxpayers who have indications of 

committing fraud based on pressure, opportunity, rationalization, ability, 

or arrogance. Another thing that can be done by tax officers in finding out 

fraud committed by taxpayers is by collaborating with external parties, 

namely corporate partners, banks, regional revenue offices, or Electronic 

Procurement Services. 
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1 Introduction  

Taxpayers are often the target of mistakes when the level of taxpayer compliance is low so that it interferes 

with the realization of tax revenue. Even though in the taxation system, taxpayers are not a single actor, but the 

existence of taxpayers is accompanied by tax officers and tax consultants (Pelu et al., 2020). Governments in 

many countries anticipate tax fraud because this action has a negative impact and reduces state revenue 

(Mangoting et al., 2017). The tax-levying authorities seek to eradicate tax evaders in such a way as to go through 

a variety of methods. America activates the role of whistleblowers, namely citizens who report known acts of 

tax fraud to the judiciary to help judicial institutions manage law and justice. At the same time, the Chinese 

government prefers to impose criminal penalties for tax evasion that are applied proportionately to the losses 

caused by tax evasion. (Mangoting et al., 2017). 

(Carley, 2006) explains that taxpayers can also use tax consultants' services to help them interpret the 

provisions of tax laws that are considered complicated and difficult to interpret or research (Frecknall-Hughes 

& Kirchler, 2015), which maps one of the services provided by consultants. Tax is a tax planning that tends to 

minimize the tax burden aggressively. This cannot be avoided because tax consultants have the competence to 

complete the tax obligations of taxpayers and understand the intentions, motivations, and desires of taxpayers 
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when requesting their services to complete their responsibilities as taxpayers. 

The phenomenon that occurs regarding tax fraud can be seen in the case committed by two tax crime suspects, 

Andreas Jappy Hartanto, Jemur Andayani residents, and Vinsensius Kurniawan Suganda, and the Special 

Crimes Section immediately arrested the two suspects. Both of them were arrested for making fake tax invoices 

in the name of CV Jaya Mulia and using fake tax invoices for PT Mastevi.In this tax crime case, the suspect, 

Andreas Jappy Hartanto, has caused state financial losses of Rp1,942,867,637. In contrast, the actions of the 

suspect Vinsensius Kurniawan Suganda have a loss of state finances amounting to Rp1,093,348,450 (Beritalima, 

2019). 

This research was conducted at the South Makassar Pratama Tax Office because, in its business, the South 

Makassar KPP has improved its performance by implementing new rules, namely the application of the Whistle 

Blowing System culture which is intended so that every employee activity can be monitored to avoid things 

that violate the code of ethics of tax evasion. The Regional Office of the DJP Sulselbartra has also launched an 

Integrity Zone and a Free Area from Corruption and tax evasion in order to achieve revenue targets. With this 

rule, it is hoped that it can reduce the rate of tax evasion that occurs. 

According to Tuanakotta (2014), Fraud is an illegal act characterized by Fraud, concealment, or breach of 

trust. Taxation is carried out by people from within or from outside whose function is to run the internal control 

system and operate the agency or company operating system. However, we can see from the current 

phenomenon that we are inseparable from Fraud that occurs. One of them is tax collection/deduction, where 

there are still many irresponsible persons, in this case, people who carry out acts of tax collection or evasion. 

Research conducted by (Bas ̧türk, 2020) states that "Insurance frauds deeply affect insurance companies, 

policyholders, and the insurance industry as a whole. The cost of fraudulent damage affects companies' 

profitability and has negative effects on society in terms of moral values ". Furthermore (Baker et al., 2020) 

stated that "Corruption, embezzlement, fraud, these are all characteristics everywhere. It is regrettably the way 

human nature functions, whether we like it or not. What successful economies do is keep it to a minimum. No 

one has ever eliminated any of that stuff". Finally, according to (Kılıç, 2020) states that "In particular, fraudulent 

financial reporting disrupts the reliability, accuracy, and efficiency of financial markets in terms of existence 

and continuity". 

Red Flag is a condition that is odd or different from normal conditions (Widiyastuti & Pamudji, 2009; Rahim 

et al., 2019). Red Flags are used to obtain evidence of concealment, and conversion provides instructions on 

how to collect and track direct and indirect evidence that can be used to avoid mistakes in court (Lokanan, 

2019). Ozili (2020) states that fraud is elaborate, and the complexity of fraud can affect the way researchers 

conduct forensic accounting-based fraud research. This statement shows that red flags are essential in the early 

monitoring of impending fraud. Red Flags are an indication or indication of something unusual and require 

further investigation by the authorities in the company. Although the emergence of Red Flags does not always 

indicate an act of cheating that has occurred within the company, Red Flags usually appear in every case of 

fraud that occurs, so that it can be a warning sign that fraud has occurred (Amrizal, 2004). Red Flags can be a 

tool used by tax auditors before deciding whether the employee or the company is performing fraudulent or not. 

So, Red Flags is essential for tax auditors to assist the tax auditors' next steps in obtaining evidence to detect 

fraud that may occur to minimize and detect it. 

Based on previous research conducted by (Mangoting et al., 2017), which states in research that for 

taxpayers, tax fraud is interpreted as a compulsion, deliberation, unwillingness, and aggressiveness of officers. 

This phenomenon is supported by the consultant's understanding that tax fraud is a taxpayer's need to support 

it. Meanwhile, according to (Nurkholik & Kurniawan, 2019) which states in research that taxpayers have the 

intention to deliberately make fictitious purchases so that the difference between the cost of goods sold and 

sales is small, so that the profit automatically becomes small, which aims to make the tax obligation also small. 

Based on the background review and the formulation of the problem, this study aims to detect indications of 

Red Flags in a taxation case at KPP Makassar Selatan. 

2 Research Method  

This type of research is descriptive qualitative research to describe the events that occurred in South Makassar 

https://doi.org/10.47090/povraa.v1i4.84


Sari, Alam & Nasaruddin. Point of View Research Acoounting and Auditing 1(4) October. 2020.  pp 161-168 

 

 DOI: https://doi.org/10.47090/povraa.v1i4.84   

163 

KPP regarding Tax Fraud and Red Flags, through in-depth interviews and observations. The technique of 

determining the informants in this study was using a purposive sampling technique. The informants' selection 

was based on criteria, namely South Makassar KPP employees, and had or are currently involved in handling 

Taxation reports. Data collection techniques used in this research are observation, in-depth interviews, and 

document study. In this study, we are using two data sources, namely primary data and secondary data. This 

research's data analysis technique is Data Reduction, Data Presentation, and Conclusion and Verification. 

3 Result and Discussion  

Result  

In detecting fraud, it is necessary to have a Red Flags study to find out in more detail the fraud committed by 

the taxpayer himself by interviewing one of the staff from the South Makassar KPP with the initials FF. This 

research was conducted at the South Makassar Pratama Tax Office because, in its business, South Makassar 

KPP had improved its performance by making new regulations. This rule is called the Whistle Blowing System 

culture application, which is intended so that every employee's activity can be monitored to avoid things that 

violate the code of ethics of tax evasion. 

The pressure that makes taxpayers commit fraud on their SPT can be seen from the Tax Planning they make. 

The things described in more detail by FF as a Tax Auditor Functional are as follows: 

"Usually, when we discuss pressure, of course, that is the first factor in the internal side of individual 
taxpayers or companies, why do they commit fraud? Because of their internal interests, the second is the 

existence of tax planning. In general, the name is a company, for example, a company, if they are running 
a business, of course, they will aim to reap as much profit as possible and how to do it, what is it called ... 

they plan to pay taxes as low as possible. Maybe low, so they want to profit more, the tax is less, So that 

is the pressure or pressure that makes taxpayers, as possible, do tax planning so that the tax owed is 
smaller then the third is the potential tax that should be owed, for example, they already know the rate, 

the potential is so, now they see the potential for such a tax. So they plan what is the name as much as 
possible to reduce the tax owed, they plan so that the tax is not too large so yes again, actually everything 

is in what is called the internal company itself So how do they manage? en determine the direction of the 

company until yes, there is a decision to commit fraud." 

The informant (FF) explained that taxpayers' pressure to commit fraud is tax planning, wherein company 

planning requires as much profit as possible with the lowest possible tax. The main objective of tax planning is 

to reduce the amount of total taxes paid by taxpayers. However, keep in mind, this is done legally, not illegal. 

Tax planning is a legal action because tax savings are only carried out by taking advantage of things not 

regulated by law. The aim is not to avoid paying taxes, but to arrange so that the tax paid is not more than the 

amount it should be. However, in reality, Tax Planning requires sufficient knowledge to be realized in financial 

reports, so that this can be a pressure for taxpayers who have less knowledge about tax regulations. This is 

further explained by FF as a Tax Auditor Functional as follows: 

"The cause of the pressure from within to commit fraud, the first is minimal knowledge, so due to minimal 
knowledge of taxation, so either intentionally or unintentionally what they are called ... reporting 

improper taxes may be wrong, yes because they do not know or they do not. interested in studying 

taxation than the second Yes, back again to the amount of taxes to be borne." 

The informant (FF) explained that knowledge is needed to realize Tax Planning legally because, with 

minimal knowledge, it can make taxpayers carry out Tax Planning illegally. This is due to taxpayers' lack of 

interest to study taxation rules, thus making these taxpayers feel pressured by the amount of tax that must be 

borne and eventually committing fraud. 

The opportunity to commit fraud is known only to the taxpayer himself. The things described in more detail by 

FF as a Tax Auditor Functional are as follows: 

"Yes, of course only the perpetrator himself knows ... it returns to the point of view ... again only the 
perpetrator knows whether there is an opportunity or opportunity in committing tax fraud." 

The informant (FF) explained that in committing an offense, the perpetrator would wait for an opportunity 

to commit his fraudulent act. By finding the weak points of taxation regulations, it can be an opportunity for 
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fraudsters to be able to commit fraud on their SPT. 

The Directorate General of Taxes (DGT) acknowledges that the UMKM Taxpayers (WP) who enjoy the 

Final Income Tax facility of 0.5% of turnover is still weak. After running for one and a half years, the UMKM 

Final PPh rate was lowered from 1% of turnover to 0.5% of turnover, tax revenue from UMKM WP using the 

UMKM Final PPh scheme did not increase but instead decreased. This indicates that there is a fraud from the 

UMKM WP who deliberately reports their turnover below the turnover threshold of IDR 4.8 billion per year—

based on the latest data, starting from the year the PP. 23/2019, namely as of July 1, 2018, to June 30, 2019, 

realized tax revenue from the UMKM Final PPH was IDR 4.84 trillion. This nominal value is lower than the 

previous period, where the realization of the Final Inco, me Tax for MSMEs, reached Rp. 6.19 trillion 

(Ekonomi.bisnis.com, 2020). 

For this violation, the Directorate General of Taxes (DGT) will continue to strengthen and impose sanctions 

on taxpayers who violate it. However, the fraud will continue to be committed by the perpetrators of this fraud 

by looking for opportunities even though they have been sanctioned. The things described in more detail by FF 

as a Tax Auditor Functional are as follows: 

"Yes, it could be, for example ... like this, if there are taxpayers who do not carry out their obligations, 

they are usually subject to sanctions because of the administrative sanctions imposed, of course, the 

taxpayer ... is beard fires ... he will think about this. I got this sanction because I was stuck, so yes, they 

were cheating ... " 

The informant (FF) explained that the panic that arises from taxpayers due to these sanctions could make 

them more motivated to commit fraud and look for tax rules that they think can be used as opportunities for tax 

fraud. 

The rationalization carried out by fraud perpetrators is that they explain their intentions and goals in 

recording the act of fraud. The things described in more detail by FF as a Tax Auditor Functional are as follows: 

"If we talk about taxation, we are talking about financial report data figures, SPT, for me, I do not need 
to look at the taxpayer's defense or reasons or what is the rationalization of the taxpayer itself ... if the 

numbers are not correct, then it is not correct. ... So I do not need to ask what the reason the taxpayer 
commits to commit fraud regardless of his defense ... the important thing is if the data is not correct, it 

is wrong ... we mean ... reading data is very easy, reading that number looks really if something is not 

right or wrong ... you will find out, so without asking the reason why our WP already knows if the data 

is wrong." 

The informant (FF) argues that the rationalization made by tax actors is not a way for tax officials to indicate 

fraud. However, this rationalization, in reality, is something that needs to be examined more deeply. This is 

because many of them are tax perpetrators, committing acts of fraud. After all, their income has decreased so 

that it becomes the basis for committing fraud based on rationalization. FF further explains this as a Tax Auditor 

Functional, which is as follows: 

"Of course, it affects, if we talk generally, the higher the unemployment rate, the greater the crime rate, 
yes, they commit crimes to pay for their lives, living expenses, daily expenses, so if there are employees 

or leaders who have been given a generous income. big, yes, of course, he does not have any thoughts of 

committing fraud, well unless we talk about morals, yes, but does the amount of income effect, of course, 
if the greater the human welfare, the less likely it is to think or commit fraud." 

The informant (FF) argued that there was a possibility that fraud could occur based on rationalization in 

terms of income. The taxpayer's actions based on these are also the reasons or defense that are most often raised. 

This is explained because in the case of a former BUMN official from 1982-2001 with the initials SA and a 

number of his family members would be reported to law enforcement officials (APH) regarding the alleged 

ownership of fat assets IDR 4 trillion. The assets were allegedly obtained from corruption, tax manipulation 

during his tenure at a BUMN. "We will report the findings of cases of corruption, tax manipulation, and money 

laundering offenses officially to law enforcement agencies after Lebaran. The investigation was proposed in 

the form of a joint investigation with the Director-General of Taxes. The Corruption Eradication Commission 

and TPPU Building Task Force must supervise, given the fantastic value of IDR 4 trillion," said the Coordinator 

of the Anti-Legal Discrimination Task Force, Gunawan, to reporters in Jakarta (Klikanggaran.com, 2020). 

Capability is one indication of taxation violations possessed by the knowledge and experience of tax 
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regulations that have weaknesses carried out by the parties concerned. The things described in more detail by 

FF as a Tax Auditor Functional are as follows: 

"Of course, this is closely related to the way the perpetrator commits his crime, the ability that is meant 

by the perpetrator's way of being able to manipulate financial reports so that tax officials cannot detect 

them." 

FF's explanation states that in committing acts of fraud, perpetrators often study taxation rules, look for 

weaknesses in these rules, and then manipulate their financial reports according to the knowledge they get. The 

parties who are the brains in committing this fraudulent activity are internal and external. The things described 

in more detail by FF as a Tax Auditor Functional are as follows: 

"Yes, the internal party. Yes, of course, this position holder will be done if we talk about the company. 

Think of it as a company. Yes, the company's responsible position holder is either the management or 

the financial staff or whoever is responsible for the company environment. It is called an external actor, 
who yes? It depends on whom the company is transacting with; for example, if it makes a sale and 

purchases with the transaction, it continues to provide an opportunity to minimize the tax burden, of 
course, the company makes transactions with external parties. basically outside the company " 

The informant (FF) emphasized that the company's internal and external parties can also commit fraud based 

on its condition. The financial statements prepared by a company involve several parties. The parties involved 

in preparing these financial statements can be divided into two, namely internal and external parties of the 

company. Internal Company Parties Internal company parties are parties within the company, such as directors, 

accountants and accounting staff, and employees. Meanwhile, external parties are parties outside the company, 

such as investors, creditors, suppliers, and the government. 

The arrogance of leadership style in the company can make employees feel depressed, but this does not 

necessarily lead to various frauds, especially tax fraud. The things described in more detail by FF as a Tax 

Auditor Functional are as follows: 

"You can't if you only look at one arrogance factor ... I do not think we can tell whether this taxpayer is 

committing fraud or not if you just look at it ... Oh, he is arrogant, maybe he is a fraud ... yeah, that is 
not possible, so the answer is yes ... yes we cannot tell he committed fraud just by looking at his arrogant 

nature." 

The informant (FF) argues that arrogance leadership style cannot be a significant factor in determining 

taxpayers' indications in committing fraud in taxation. This is further explained by FF as a Tax Auditor 

Functional, namely as follows: 

"The leadership style here cannot be a factor in the occurrence of fraud or a driving force for fraud ... I 

do not think this has anything to do with it." 

The informant (FF) argues that the leadership style's arrogance cannot be the driving force for tax fraud 

against taxpayers. In some cases, if arrogance can be examined from a disciplinary point of view, an arrogant 

leader can also make the company more disciplined in maintaining the company's rules. Less disciplined 

employees are sometimes a problem for companies because they reduce productivity and work efficiency. 

Therefore, companies need to make various efforts to improve their discipline. By disciplining, company 

employees can increase their productivity so that they can avoid acts of tax fraud. 

Fraud is an illegal act marked by deception, concealment, or breach of trust. It does not depend on the 

application of threats of force or physical force. Deception by individuals and organizations to obtain money, 

property, or services; to avoid payment or loss of services or specific personal business advantage. 

Tax fraud is referred to as tax evasion, which is an act of taxpayers who always try to pay the smallest tax 

payable amount. It violates the provisions of taxation laws; for example, taxpayers do not report actual income. 

The things described in more detail by FF as a Tax Auditor Functional are as follows: 

"The simplest form of fraud that usually occurs is reporting unreal income, for example, in a year, the 
contract value or the value of the income. Suppose that the number is ten, but it turns out that only 5/7 

are reported; now, it is the simplest form of fraud commonly committed by taxpayers in Indonesia. the 

tax report, namely the SPT." 
The informant (FF) emphasized that the usual form of fraud is an error in reporting the taxpayer's income 

so that in the tax calculation, indications of fraud are found. By looking at the factors described, namely pressure, 
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opportunity, rationalization, ability, and arrogance, tax officers can determine taxpayers' primary motivations 

in committing fraud. Based on this explanation, FF also explained that: 

"Yes, maybe it does not have to be all one if there is a chance in the company. Yes, if they want to commit 

fraud, they will do it. So if there is an opportunity, you do not have to wait for all the factors, one of them, 

if there is an intention, that is what I think." 

The informant (FF) stated that the taxpayer, in committing fraud, only needs one of the indicated indications, 

then the taxpayer who has one of these intentions can commit fraud. This result is in line with the opinion 

according to (Mardiasmo, 2018) which states that tax evasion is an effort made by taxpayers to ease the tax 

burden by violating laws. Taxpayers completely ignore the formal provisions of taxation they are obliged to do, 

falsify documents, or fill in data incomplete and incorrectly. Based on this explanation, it can be concluded that 

taxpayers only need one of the indications, namely pressure, opportunity, rationalization, ability, or arrogance, 

in the act of fraud. Taxpayers who have one of these indications can commit fraud in taxation. 

Red Flags or red flags have often been used in various audit literature; their meaning is a danger sign, a sign 

that something is not appropriate and needs attention. In knowing the indication of red flags on taxation, FF as 

a Tax Auditor Functional explains that: 

"The most basic thing is that we have to know whether the income has been reported correctly or not, so 

we analyze the financial statements, sales analysis or contract analysis, basically to analyze the 

taxpayer's data, from there we can see if there are any problems or the data indication is correct. Is it 

not only then we will advise? So if there is an indication after we have done the analysis, then we advise 
the taxpayer to invite us to interview us and ask about the income from the taxpayer's explanation. We 

will see the factors that were explained. What was there? There is pressure. There is a chance from the 

interview results, and then we can see Oh Wp; there is pressure. Oh, Wp, there is a new chance we can 
see there usually from there. That is the simplest technique, so first analyze it, then we urge us to interview 

like that." 
The informant (FF) emphasized that in knowing the indication of Red Flags in a taxation case, it requires 

financial statement analysis, sales analysis, or contract analysis; then, after finding an irregularity in the 

taxpayer's financial report, an interview can be conducted with the taxpayer to find out the indication. From 

fraud, namely that taxpayers indicate committing fraud based on pressure, opportunity, rationalization, ability, 

or arrogance. Other factors as a way to identify fraudulent acts committed by taxpayers are also explained by 

FF as a Tax Auditor Functional, explaining that: 

"Another thing that can be done is to collaborate with external parties from external parties. Yes, we 
have to know, the income is correct. Is it true or not, what is reported, how to crosscheck, what if there 

is only one data from one taxpayer, so we need cooperation, please? from other parties, third parties, 

either from the transactional counterparty or from a bank or regional revenue office, for example, or 
from LPSE or where else the income is obtained, so we analyze not only from one side of the taxpayer 

but from third parties with whom he is transacting " 
The informant (FF) emphasized that tax officers can do another thing in finding out the fraud committed by 

taxpayers is to cooperate with external parties, namely corporate partners, banks, regional revenue offices, or 

Electronic Procurement Services. By doing so, the tax officer can find out the income of the taxpayer that is 

suspected of having fraud. 

 

Discussion 

Red Flag is a condition that is odd or different from normal conditions (Widiyastuti & Pamudji, 2009). Red 

Flags indicate something unusual and require further investigation by the authorities within the company (Smith 

et al., 2005; Priestland, 2016). Although the emergence of Red Flags does not always indicate an act of cheating 

that has occurred within the company, Red Flags usually appear in every case of fraud that occurs, so that it 

can be a warning sign that fraud has occurred (Amrizal, 2004). These Red Flags can be a tool used by tax 

auditors before deciding whether employees or companies commit fraudulent presentations or not (Purwanti & 

Bagus, 2017). So, Red Flags is essential for tax auditors to assist the tax auditors' next steps in obtaining 
evidence to detect fraud that may occur to minimize and detect it. 
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Any illegal act characterized by fraud, concealment, or breach of trust is an act of fraud (Sholehah et al., 

2018; Su'un et al., 2020). Taxation is carried out by people from within or from outside whose function is to 

run the internal control system and operate the agency or company operating system. However, we can see 

from the current phenomenon that we are inseparable from fraud that occurs. One of them is tax 

collection/deduction, where there are still many irresponsible persons, in this case, people who carry out acts 

of tax collection or evasion. 

The results of this study are also in line with research conducted by Mangoting et al. (2017), which proves 

that for taxpayers, tax fraud is interpreted as a compulsion, deliberation, unwillingness, and aggressiveness of 

officers. This phenomenon is supported by the consultant's understanding that tax fraud is a taxpayer's need to 

support it. Research by Hermansyah (2017) also proves that companies practice tax fraud using two methods. 

First, VAT has been collected and deducted from service sales transactions. However, only a part of it is 

deposited into the state treasury, and second, companies conducting goods sales transactions are not subject to 

VAT. From the results of the physical test, the two conditions were answered with significant tax fraud. 

Nurkholik & Kurniawan's research (2019) proves that taxpayers have a deliberate intention to make fictitious 

purchases so that the difference between the cost of goods sold and sales are small so that the profit 

automatically becomes small, which aims to make the tax obligation also small 

4 Conclusions 

Finding out the indication of Red Flags in a taxation case requires financial statement analysis, sales analysis, 

or contract analysis. After an irregularity is found in the taxpayer's financial report, an interview can be 

conducted with the taxpayer to find out indications of fraud, namely the taxpayer who indicates committing. 

Fraud is based on pressure, opportunity, rationalization, ability, or arrogance. Another thing that can be done 

by tax officers in finding out fraud committed by taxpayers is to cooperate with external parties, namely 

corporate partners, banks, regional revenue offices, or Electronic Procurement Services. By doing so, the tax 

officer can determine the taxpayer's income that is suspected of having fraud. 
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