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Abstract

Expanding the scope of economic activity, separating ownership from management,
increasing competition in the private sector's capital market, merely pursuit of self-interest and the
grounds for abuse, encourages some companies (managers) to provide unhealthy and misleading
information. Performing an audit as a regulatory activity and also as one of the mechanisms of
corporate governance is essential for maintaining investor confidence in the existence of
information symmetry, fairness of the market and the fairness of available information. Various
factors can influence the selection of the auditor by the company; The study of research background
shows that political connections and related party transactions are two of the factors that can
influence the selection of the auditor by the company. It is argued that related party transactions
are the channel in which companies with a political connection can attract the company's resources.
Therefore, the purpose of this study is to investigate The effect of political connections and related
party transactions on auditor choice companies listed in Tehran Stock Exchange. For this purpose,
a sample of 118 companies was selected during the period from 2009 to 2015. The Logit regression
technique was also used to test the research hypotheses. The results show that political connections
and related party transactions have a negative and significant effect on the auditor's choice. The
results also show that related party transactions have a positive and significant effect on the
relationship between political connections and selection of the auditor. In other words, by
increasing the related party transactions, the negative relationship between the political connections
and the selection of the auditor is strengthened. In this regard, it is suggested that regulatory bodies
and legislators, in order to improve the quality of the audit and improve the quality of information
in companies that deal with related party transactions and political connected companies, require
companies to choose high quality auditors, to prevent the company from colluding with affiliates,
political groups and opportunistic behaviors, and to increase the quality of financial reporting and
audit quality.

Keywords: Political connections, Related Party Transactions, Auditor choice.
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