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CHAPTER I 

 INTRODUCTION 

 

1.1 BACKGROUND OF THE STUDY 

Company is a voluntary association formed and organized to carry 

on a business. Economically, the purpose of the company is to gain a 

profit or value added by providing goods or services to the public. 

All small, medium, even large company needs fixed assets to run 

its business activities. Fixed assets have important position as a component 

in an effort to maintain operational viability to support business activities 

to earn profit. All of company which sell goods or services will be taxed, 

and for company, taxes are regarded as cost (expense) which will lower 

the amount of profit. 

Taxation is always enhanced in line with economic and social 

development. The changes are always made to fit the existing condition, 

that’s why taxation rules always changing from time to time, one of them 

is against the 1aw of income tax. 

In order to comply with tax rules, company should pay tax to the 

government of every income they received. It would result the 

management of the company will reduce the cost of taxes by using tax 

planning to increase their profit. Tax planning can be done by several 

ways according to taxation law, one of that is calculate depreciation of the 

assets by using specific methods.  

According to law number 36 year 2008 income tax there are two 

methods can be used by company to calculate their assets depreciation, 

which is straight-line method and declining balance method. Straight-line 

method means companies will divide the cost of assets equally every year. 

While declining balance method will divide the cost of asset doubles than 
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straight-line method which would cost more in the beginning but in the 

end, the cost of depreciation will be same. 

PT. Eka Plafindo Jaya is one of manufacturing company which 

producing plafond frame in Medan. In order to survive in business, the 

company needs various fixed assets which affect the depreciation expense. 

Besides various fixed assets, the writer chooses PT. Eka Plafindo Jaya 

because the company is still applying straight-line method in depreciating 

its assets.  

Windariyani (2013) mentioned that companies will gain more 

income regarding of time value of money if they apply declining balance 

method rather than straight-line method in depreciating their assets. 

Therefore, the writer wants to prove the effectiveness of declining balance 

method in maximizing the company's profit to PT. Eka Plafindo Jaya. 

Based on the background above, writer interested to conduct 

research regarding “THE APPLICATION OF FIXED ASSET 

DEPRECIATION METHOD APPLIED TOWARDS THE AMOUNT OF 

INCOME TAX PAYABLE AT PT EKA PLAFINDO JAYA”. 

 

1.2 PROBLEM FORMULATION 

Based on the description of the background problems, the outlines 

of the problem in this research are: 

1. What is the difference between implementing straight-line 

method and declining balance method at PT. Eka Plafindo 

Jaya? 

2. Is declining balance method suitable for PT. Eka Plafindo Jaya 

in order to minimize the income tax? 
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1.3 RESEARCH FOCUS 

Tax planning is a pivotal way to minimize tax burden to company. 

With the focus on depreciation expense, this research probes declining 

balance method for its tax effectiveness and assesses its link to company's 

income tax expense. 

 

1.4 RESEARCH OBJECTIVE 

 To find out the differences between implementing straight-line 

method and declining balance method at PT. Eka Plafindo Jaya and to 

analyze and to be able to decline balance method suitable at PT. Eka 

Plafindo Jaya in order to minimize the income tax. 

 

1.5 BENEFIT OF THE RESEARCH 

 In this research has two benefits which is theoretical benefit and 

practical benefit: 

1.5.1 THEORETICAL BENEFIT 

Theoretical benefits of the research are: 

1. Contribution to the development of tax accounting literature. 

2. As consideration for the experts or other interested researchers 

with the implementation policy of tax planning against 

depreciation method. 

3. To become the reference of scientific works, as well as provide 

information about depreciation method. 

 

1.5.2 PRACTICAL BENEFIT 

Practical benefits of the research are: 

1. Author 

To add the author's knowledge and insights related to the issue 

of depreciation method. 
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2. Company 

As an input for the company about tax planning against 

depreciation method applied to minimizing taxable income. 

3. Reader 

In order to be used as documentation of the library in order to 

study in the future and the readers can more understand about 

how to apply the right depreciation method at company. 

 

1.6 SYSTEMS OF WRITING 

This research is divided into five chapters, each chapter includes 

the main points the following description: 

 

CHAPTER 1 INTRODUCTION 

The first chapter is the opening chapter that describes and explains 

the background which is the reason why the writer wants to do this 

research, problem formulation which would be discuss to come out with a 

conclusion, research focus that stated the focus to do this research, 

research objectives what is the goal of this research, benefits of the 

research consist of theoretical and practical benefit and system of writing 

is the overview what should be discuss in this research. 

CHAPTER 2 LITERATURE REVIEW 

In this chapter explains the theoretical background, previous 

research and the frame work of thinking. This chapter will explain the 

theories used in this research from book, journal, and article to give an 

overview how to this research is going to do. 

CHAPTER 3  RESEARCH METHOD 

In this chapter outlines the research design, research object, data 

collection method and data analysis method used by the writer. The 

research design is used qualitative research method, which the object of 
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the research is PT. Eka Plafindo Jaya and the data used is primary and 

secondary data. 

CHAPTER 4 DATA ANLYSIS AND DISCUSSION 

This chapter will discuss the company background, general 

description of research object and data analysis and discussion. This 

chapter also gives the calculation of tax planning depreciation at PT. Eka 

Plafindo Jaya. 

 

CHAPTER 5  CONCLUSIONS AND RECOMMENDATIONS 

In the last chapter will discuss relevant conclusions of 

implementation tax planning at PT. Eka Plafindo Jaya, the implication of 

the company and gives recommendation for the improve the quality of the 

company. 

  


