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ABSTRACT 

This study investigates the relationship between controlling shareholders (CS), auditor-client relationships 

(ACRs), and related party transactions (RPTs) in Malaysia, a country characterized by concentrated ownership 

structures and family-controlled firms. The research aims to explore how specific levels of CS ownership (23% 

and 33%) influence RPT practices and disclosures, and to examine the moderating role of long-term ACRs in 

mitigating or exacerbating RPT risks. This study employs a pooled regression analysis using a sample of 580 

companies listed on Bursa Malaysia from 2014 to 2017. Data were collected from annual reports and 

Datastream. The study also incorporates Social Network Theory to understand the dynamics of embedded 

relationships between auditors and clients. The findings reveal that CS with ownership levels of 23% and 33% 

are positively associated with RPTs, indicating that CS use their dominant positions to engage in RPTs for 

personal benefit. However, CS with higher ownership (33%) exhibit more cautious behavior, suggesting a 

nuanced relationship between ownership levels and RPTs. Long-term ACRs improve auditors' ability to detect 

and disclose RPTs, but they also mitigate the positive relationship between CS and RPTs, indicating that close 

ACRs may restrict CS's ability to exploit RPTs. Despite the use of data from 2014 to 2017, the findings remain 

highly relevant as Malaysia’s ownership structures and governance mechanisms have not undergone 

significant changes in recent years. The insights provided by this study continue to reflect the current state of 

RPT practices and their implications in Malaysia. The findings have important implications for policymakers 

and regulators. This paper suggests the need for stricter oversight of RPT disclosures, particularly in firms with 

concentrated ownership structures. Additionally, the study highlights the importance of maintaining auditor 

independence and skepticism in long-term ACRs to ensure transparency and fairness in RPT disclosures. 

Keywords: Related Party Transactions (RPTs), Controlling Shareholders (CS), Auditor-Client Relationships 

(ACRs), Ownership Structure, Corporate Governance, Audit Quality. 

INTRODUCTION 

Related party transactions (RPTs) present a dual challenge in corporate governance. While they can serve as 

legitimate business activities to meet the economic needs of a group of related companies (Hwang, Chiou, and 

Wang, 2013; Rahmat et al., 2020), they are frequently exploited by controlling shareholders (CS) to 

expropriate company resources at the expense of minority shareholders (Liew et al., 2015; Waad et al., 2021). 

RPTs can be broadly categorized into two types: (1) transactions between related companies and the CS, and 

(2) transactions among related companies under the same CS. The first type is widely recognized as a conflict-

of-interest transaction that primarily benefits the CS (Abigail & Dharmastuti, 2022; Lo & Wong, 2016; Wong 

& Kim, 2015), whereas the second type is often perceived as a genuine business transaction without any 

conflict of interest (Jian & Wong, 2010; Kohlbeck & Mayhew, 2010, 2017). This study posits that even the 

second type of RPTs can lead to conflicting interests with the potential to prioritize the benefits of CS. CS 

often leverage their strategic positions in key management roles (Bertrand et al., 2008; Chen and Wu, 2010; 

Juliarto et al., 2013; Munir et al., 2013) to design RPTs that serve their own interests (Defond & Zhang, 2014; 

Paligorova & Xu, 2012). However, there is limited evidence regarding the specific level of ownership at which 

such manipulation occurs. This study aims to address this gap by examining the relationship between CS 

ownership and RPTs. 
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The Malaysian context provides a unique setting for this study due to its concentrated ownership structure and 

the prevalence of family-controlled firms, where CS often dominate decision-making processes (Ali et al., 

2021; Anafiah et al., 2017; Courteau et al., 2017; Zhang et al., 2014). Bursa Malaysia defines a CS as anyone 

holding more than 33% of shareholding. However, prior studies, including those conducted in Malaysia, 

suggest that ownership levels as low as 23-25% are sufficient to imply control (Claessens et al., 2002; Mohd 

Ghazali, 2010; Morck & Yeung, 2004). This study focuses on ownership thresholds of 23% and 33% to 

capture varying degrees of control and their impact on RPT practices and disclosures. These thresholds are 

particularly relevant in the Malaysian context, where CS often wield significant influence over corporate 

decisions, including auditor appointment and reappointment. Specifically, this study investigates whether CS 

with ownership levels of 23% and 33%—thresholds commonly associated with control in prior studies 

(Claessens et al., 2002; Mohd Ghazali, 2010; Morck et al., 1988)—engage in RPTs differently. 

The voluntary nature of Related Party Transaction (RPT) disclosure further complicates this issue. As 

management is responsible for ensuring that all RPTs are fully disclosed in audited financial statements, 

auditors play a critical role in verifying the completeness and accuracy of these disclosures. However, 

management may intentionally conceal certain RPTs from auditors, particularly in cases where transactions are 

designed to benefit them (Gordon et al., 2007; Rahmat & Ali, 2016). A long auditor-client relationship (ACR) 

may exacerbate this issue, as prolonged familiarity could provide management with opportunities to hide their 

involvement in RPTs or disclose fewer transactions than occur (Fontaine & Pilotti, 2016; Karim & Zijl, 2013). 

The ACR plays a pivotal role in shaping RPT disclosures. However, controlling shareholders (CS) may 

intentionally reappoint auditors to establish close ACRs, thereby gaining dominance over audit decisions. This 

can occur through informal networks or prior working relationships, where the CS selects auditors who are 

more likely to align with their interests (Rahmat & Ali, 2016). Human behavior plays a significant role in 

shaping long-term ACR tenures. Over time, emotional attachments and personal relationships between auditors 

and clients may develop, leading to a loss of objectivity and professional skepticism (Schmidt & Cross, 2014). 

Long ACR tenures may also foster trust between auditors and clients, which can either enhance auditors’ 

ability to detect and disclose RPTs or compromise their independence depending on the level of skepticism 

maintained (Ghosh & Doocheol Moon, 2005; Ye et al., 2011). 

A critical gap in the literature is the lack of understanding of how Social Network Theory influences the 

dynamics of ACRs and their impact on RPTs. According to Social Network Theory, actors develop networks 

to achieve their objectives, either through arm’s-length relationships or embedded relationships (Gibson et al., 

2014; Hoang & Antoncic, 2003; Uzzi, 1997). While arm’s-length relationships are characterized by formal, 

transactional interactions with weak emotional ties, embedded relationships are built on prior interactions, 

shared beliefs, and shared values, fostering a high level of trust and cooperation (Morgan & Hunt, 1994; 

Robert Dwyer, 1987). In the context of auditing, auditors are often appointed through embedded relationships, 

particularly in family-controlled firms, where controlling shareholders prefer auditors who are familiar with 

their business operations and ownership structure (Beattie & Fearnley, 1998; Reheul et al., 2013). This study 

addresses this gap by examining how embedded relationships and the resulting trust between auditors and 

clients influence the detection and disclosure of RPTs, particularly in long-tenured ACRs. 

This study examines whether a close (long-term) ACR tenure improves RPT disclosure by leveraging auditors’ 

accumulated knowledge and expertise. Additionally, this study examines whether close (long-term) ACR 

moderates the relationship between CS and RPTs, and whether this moderating effect varies with ownership 

level. By incorporating human behavior into the ACR discussion, this study responds to the call by Gordon et 

al. (2007) for a more nuanced understanding of auditor-client dynamics. 

This study prioritizes audit-firm tenure over audit-partner tenure for several reasons. Firstly, audit-firm tenure 

offers a broader perspective on Audit Client Relationships (ACR), reflecting the cumulative experience and 

institutional knowledge of the audit firm over time. Secondly, in the Malaysian context, audit firm rotation is 

more pertinent than partner rotation due to regulatory requirements and the structure of the audit market. 

Although audit-partner rotation is mandated in Malaysia, the institutional memory and continuity of the audit 

firm often play a more significant role in shaping audit quality and client relations (Gavana et al., 2024; 

Jadiyappa et al., 2021; Rahmat et al., 2018). By focusing on audit firm tenure, this study provides a more 
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comprehensive understanding of how long-term ACRs influence Related Party Transactions (RPTs) and 

corporate governance outcomes. 

The findings of this study indicate that both the 23% and 33% ownership levels are positively associated with 

RPTs, suggesting that Controlling Shareholders (CS) at these thresholds actively engage in RPTs. However, 

CS with higher ownership (33%) tend to manipulate RPTs more cautiously, indicating a nuanced relationship 

between ownership level and RPT. Furthermore, this study finds that extended ACR tenures are less effective 

in mitigating CS involvement in RPTs, highlighting the potential for reduced auditor skepticism in prolonged 

relationships. 

These findings contribute to the literature in several ways. Firstly, new evidence is provided on how the CS 

ownership level influences RPT practices, addressing a critical gap in the literature. Secondly, the study 

underscores the limitation of extended ACR tenures in curbing RPT manipulation, offering fresh insights into 

the interplay between auditor-client dynamics and corporate governance. Thirdly, the importance of regulatory 

oversight in ensuring the transparency and fairness of RPTs, particularly in contexts with concentrated 

ownership structures, is emphasized. 

The remainder of this paper is organized as follows. Section 2 provides the institutional background of 

ownership structure, ACR, and RPT in Malaysia. Section 3 presents a literature review and develops the 

hypotheses. Section 4 describes the research design, and Section 5 presents the empirical results. Finally, 

Section 6 discusses the findings and concludes the paper. 

Institutional Background of Ownership Structure, Acr and Rpt 

In Malaysia, corporate governance is heavily influenced by the presence of CS (CS), which often dominates 

decision-making processes through substantial shareholdings, key management positions, and 

intergenerational control(Courteau et al., 2017). More than 40% of board compositions in Malaysian listed 

companies comprise family members of CS, reflecting the prevalence of family controlled firms(Liew et al., 

2015). These family members often come from wealthy backgrounds and hold a high social status, further 

consolidating their influence on corporate decisions(Kuek et al., 2021; Loy, 2010). The Malaysian cultural 

norm of accepting power distance and inequality makes it unlikely for minority shareholders to challenge the 

decision made by the CS(Satkunasingam & Shanmugam, 2006). As a result, CS has significant opportunities 

to engage in rent-seeking behaviors, particularly through RPT(Abdullah & Wan-Hussin, 2016; Kohlbeck et al., 

2018; Liew et al., 2015; Rahmat et al., 2019).  

RPTs are common features of corporate operations, particularly in family controlled firms. While they can 

serve legitimate business purposes, such as resource sharing and cost efficiency, they are often exploited by the 

CS to extract private benefits(Ali et al., 2021; S. Hwang & Kim, 2016; Kohlbeck & Mayhew, 2017; Wang et 

al., 2019). In Malaysia, the prevalence of RPTs is exacerbated by concentrated ownership structures and the 

dominance of CS over corporate decision making(Rahmat et al., 2020). Recent evidence suggests that RPTs 

are not only used for wealth expropriation, but also to consolidate control over affiliated companies, creating a 

network of interlocking interests that benefit the CS and their families(Habib et al., 2017; Peng & Jiang, 2010; 

Zhang et al., 2014). This practice is particularly concerning in Malaysia, where the regulatory enforcement of 

RPT disclosures is often inconsistent, leaving minority shareholders vulnerable to exploitation(Rahmat & Ali, 

2016). 

ACR plays a critical role in mitigating the risks associated with RPTs by ensuring transparency and 

accountability in financial reporting(Chien & Hsu, 2010; Wahab et al., 2011). However, auditors’ effectiveness 

in detecting and disclosing RPTs is often influenced by ACR quality (Monin et al., 2007). While independent 

audit committees are responsible for appointing auditors, the CS, who often hold key management positions, 

may interfere in the selection process by appointing auditors who are more likely to align with their 

interests(Almer et al., 2014; Fiolleau et al., 2013). A long ACR procedure has a dual effect. On one hand, it 

may enhance the auditor’s understanding of the client’s operations, improving their ability to detect and 

disclose RPTs(Ghosh, 2011). On the other hand, prolonged relationships can lead to economic dependence and 

reduced skepticism, particularly when CS exerts influence over the auditor(Rahmat & Ali, 2016).  
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In Malaysia, mandatory audit rotation is forced to mitigate the risks associated with a long ACR tenure. The 

Malaysian Institute of Accountants (MIA) requires audit partners to rotate every seven years with a two-year 

cooling-off period. However, recent evidence suggests that mandatory rotation alone may not be sufficient to 

prevent the development of close ACRs, as auditors may still prioritize client relationships over audit 

quality(Daugherty et al., 2013). Furthermore, the rotation of audit partners does not address the institutional 

memory and continuity of the audit firm, which can lead to close relationships between the client and the audit 

firm(Wilson et al., 2018).  

Auditor-client relationship from the Networking Perspective and RPTs 

To understand the dynamics of the auditor-client relationship (ACR) and its impact on related party 

transactions (RPTs), we incorporate the Social Network Theory. This theory posits that actors develop 

networks to achieve their objectives, either through arm’s - length relationships or embedded relationships. 

(Gibson et al., 2014; Hoang & Antoncic, 2003; Uzzi, 1997) 

An arm’s length relationships are characterized by formal, transactional interactions with weak emotional 

ties(Granovetter, 1973, 1983, 1992). These relationships are typically formed outside the actor’s regular 

contacts and governed by contractual obligations rather than personal trust(Katz et al., 2004). By contrast, 

embedded relationships are built on prior interactions, shared beliefs, and shared values, fostering a high level 

of trust and cooperation(Morgan & Hunt, 1994; Robert Dwyer, 1987). Embedded relationships are often 

associated with stronger emotional ties and greater interdependence, making them more effective in achieving 

long-term objectives(Hoang & Antoncic, 2003; Uzzi, 1997). 

In the context of auditing, while auditors are ideally appointed through arm’s - length relationships to maintain 

independence, they are often selected from the client’s network or based on prior working relationships(Beattie 

et al., 2001, 2004; Reheul et al., 2013). This practice is particularly prevalent in family controlled firms, where 

CS may prefer auditors who are familiar with business operations and ownership structures(Mohd Ghazali, 

2010; Rahmat & Ali, 2016). Some past studies have shown that auditors appointed through embedded 

relationships are more likely to be reappointed if the client is satisfied with their prior work, leading to the 

development of close ACR over time(Ball et al., 2015; Bowlin et al., 2015; Reheul et al., 2013; Wilson et al., 

2018). 

Reappointment of auditors in close ACR fosters trust between the auditor and the client, which can have dual 

effects. Trust facilitates smoother communication and cooperation, enabling auditors to gain a deeper 

understanding of the client’s business operations and potential risks, including RPTs(Fontaine & Pilote, 2012; 

Saiewitz & Kida, 2018). However, excessive trust may compromise the auditor’s independence and 

skepticism, as emotional attachments and economic dependence reduce the auditor’s willingness to challenge 

the client’s decisions(Ater et al., 2019; Garcia-blandon & Ma Argiles, 2015; González-díaz et al., 2015; 

Jenkins & Vermeer, 2013). Some evidence suggests that close ACRs may lead auditors to become more 

lenient in their assessments, particularly when the client exerts a significant influence over the audit 

process(Aghazadeh & Hoang, 2020; Mwintome et al., 2024). 

Literature Review and Hypotheses Development 

CS exerts significant influence on corporate decision-making through substantial shareholdings and strategic 

positioning in key management roles(Ronald J & Jeffrey N., 2003). This dual control enables CS to plan and 

manipulate RPTs to serve their own interests, often at the expense of minority shareholders(Zhang et al., 

2014). Even when professional managers are appointed, they may collude with the CS to conceal RPTs as their 

loyalty often aligns with the CS(DeAngelo & DeAngelo, 2000). Furthermore, the intergenerational transfer of 

control, where large shareholdings and top management positions are inherited by the CS’s descendants, 

ensures the perpetuation of expropriation activities in concentrated companies(Bertrand et al., 2008b). This 

dynamic makes it nearly impossible to eliminate expropriation in firms dominated by CS. 

Empirical evidence strongly supports a relationship between CS and RPTs. Studies show that RPTs are often 

used as tools for wealth expropriation, particularly in firms with concentrated ownership structures(Juliarto et 
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al., 2013b; Kang et al., 2014). While RPTs may serve legitimate business purposes, such as sustaining 

operations or providing financial assistance, they are frequently executed only when CS stands to 

benefit(Hwang et al., 2013). For instance,Aharony et al. (2010), found that CS provides financial aid to 

subsidiaries during times of distress, but later extracts loans from the same subsidiaries without repayment 

once the subsidiaries regain stability. SimilarlyFriedman et al. (2003), demonstrated that CS selectively offers 

personal financial assistance only when the subsidiary is capable of repaying the loan. These findings 

underscore the opportunistic nature of RPTs, which are often designed to secure future benefits for CS. 

Hwang and Kim (2016) highlight the strategic use of RPTs to consolidate control and perpetuate family 

dominance across generations. Bae et al. (2002) documented that M&A s are executed primarily to benefit the 

CS, while Hwang and Kim (2016) showed that excessive RPTs are used to provide financial assistance to 

related-party companies, ensuring their survival and continued control by the CS. These practices not only 

reinforce the dominance of the CS, but also create long-term risks for minority shareholders, who are often 

excluded from the decision-making process. 

The relationship between CS and RPTs is grounded in agency theory, which highlights conflicts of interest 

between CS (principals) and minority shareholders (agents). The theory posits that CS, as principals, may 

exploit their power to engage in self-serving RPTs, particularly when monitoring mechanisms are weak 

(Jensen and Meckling, 1976). 

Based on cumulative evidence and theoretical foundations, it is evident that CS utilizes their dominant power 

to engage in RPTs that serve their own interests, often at the expense of minority shareholders. Consistent with 

prior studies, we predicted that CS would be positively associated with RPTs. Therefore, we propose the 

following hypotheses: 

H1: CS are positively associated with RPTs. 

According to Social Network Theory, professional services should ideally be conducted at arm’s length to 

avoid emotional attachments that could compromise objectivity (Granovetter, 1983). However, emotional 

attachments may still develop over time, regardless of whether the relationship is initially formed through an 

embedded or arm’s length contract. In the context of auditing, past studies have shown that auditors are often 

appointed through embedded contacts where prior relationships or personal networks influence the selection 

process (Beattie and Fearnley, 1998; Guan et al., 2015). Furthermore, auditors are more likely to be 

reappointed if there is a strong rapport or "chemistry" between the auditor and client (Jenkins and Vermeer, 

2013; Reheul et al., 2013). 

A long tenure in the auditor-client relationship (ACR) can have dual effects. On one hand, it may foster a close 

ACR that facilitates smoother communication (Fontaine & Pilote, 2012; Saiewitz & Kida, 2018) and more 

efficient negotiation during the audit process (Meyer et al., 2007; Ball et al., 2015). On the other hand, 

prolonged relationships may compromise the auditor’s skepticism, as emotional attachments and economic 

dependence can reduce the auditor’s willingness to challenge the client’s decision(Jenkins & Vermeer, 2013; 

Kyriakou & Dimitras, 2018). Some past studies have highlighted that long ACR tenures can enhance auditors’ 

skills and industry-specific knowledge, enabling them to better understand clients’ business operations, 

ownership structure, and potential risks, including RPTs(Azizkhani et al., 2018; Ball et al., 2015; Hapsoro & 

Santoso, 2018; Siregar et al., 2012). This improved understanding may increase auditors’ ability to detect and 

ensure the appropriate disclosure of RPTs. However, the effectiveness of long-term ACR tenures in mitigating 

RPT risks depends on the auditor’s ability to maintain professional skepticism and independence. 

Audit firms and regulators have implemented precautionary measures to address the risks associated with long-

term ACR tenures. For instance, audit firms often match the client’s personality with that of the audit partner 

to minimize conflicts and ensure productive discussions on accounting issues(Gibbins et al., 2010; McCracken 

et al., 2008). Additionally, mandatory rotation policies such as those practiced in Malaysia aim to prevent 

auditors from becoming too familiar with their clients, thereby maintaining their skepticism and 

independence(Bowlin et al., 2015). Despite these measures, the reappointment of auditors over long tenures 
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may still allow them to develop specialized skills, including the ability to detect and disclose RPTs more 

effectively. 

Given the dual effects of long-term ACR tenures, we predict that close (long-term) ACRs are positively 

associated with RPT disclosure. While long tenures may enhance auditors’ ability to detect and disclose RPTs, 

they may also create opportunities for CS to influence the audit process. Therefore, we propose the following 

hypotheses: 

H2: Close (long-term)) ACR is positively associated with RPT disclosure. 

By holding key management positions, CS has a significant influence on the appointment and reappointment 

of auditors(Almer et al., 2014; Fiolleau et al., 2013). This influence often leads to the development of a close 

ACR, characterized by trust and emotional attachment between the auditor and the client(Reheul et al., 2013). 

Although a close ACR may facilitate smoother communication and cooperation during the audit 

process(Fontaine & Pilote, 2012; Saiewitz & Kida, 2018), it also poses risks to auditor independence and 

skepticism. Auditors are required to maintain independence, and failure to manage the level of trust in a close 

ACR may compromise their ability to challenge the client’s decisions, particularly in cases involving 

RPTs(Glover & Prawitt, 2014). 

Studies have shown that clients often dominate close ACRs, particularly in later years of engagement. In the 

early years, clients may have been more cooperative, but as the relationship matured, they tended to become 

more contentious and aggressive in pushing for their preferred accounting treatments(Messier Jr et al., 2015; 

Schmidt & Cross, 2014). This dominance can lead auditors to become more reckless and less likely to 

challenge clients’ decisions, increasing the risk of undetected or undisclosed RPTs(Baker & Al-thuneibat, 

2011; Kerler III & Brandon, 2010). Recent evidence suggests that auditors in close ACRs may identify the 

existence of related parties but still conceal RPTs to maintain this relationship(González-díaz et al., 2015; 

Louwers et al., 2008). This behavior underscores the challenges auditors face in balancing trust and skepticism 

in close ACRs. 

The quality of close ACR is ultimately determined by the auditor’s ability to maintain independence and 

professional skepticism throughout the audit process(Fontaine, 2011). At sufficient levels of skepticism, 

auditors can effectively limit CS engagement in RPTs by challenging questionable transactions and ensuring 

appropriate disclosures. However, when auditors fail to maintain skepticism, the client may dominate the 

ACR, leading to increased RPTs, as the client perceives less resistance from the auditor. A close ACRs can 

either mitigate or exacerbate RPT risks depending on the auditor’s ability to withstand client pressure and 

maintain independence. When auditors maintain sufficient skepticism, close ACRs can mitigate CS 

engagement in RPTs by ensuring appropriate disclosures and challenging questionable transactions. However, 

when auditors fail to maintain skepticism, close ACRs may exacerbate RPT risks as the client dominates the 

relationship and perceives less resistance from the auditor. Therefore, we propose the following hypotheses: 

H3: Close (long-term) ACR mitigates the positive relationship between CS and RPTs. 

RESEARCH DESGIN 

This study employs content analysis to analyze research questions. This study used pooled regression model.  

Sample and Data Collection 

This study utilizes companies listed on Bursa Malaysia from 2014 to 2017 as the sample. Financial institutions 

and instances of missing data were excluded from the sample. Some of the data employed in this study were 

obtained through DataStream and manually collected from annual reports. The sample comprised 580 

companies listed on Bursa Malaysia, resulting in 2,900 observations. There have been no changes in corporate 

governance practices in Malaysia since 2017. 
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Regression model and Variable Measurements 

Pooled regression was used to examine the hypotheses. The regression models were as follows:  

RPT i,t = β0 + β1CSTypei,t + β2AudTeni,t + β3CSTypei,t*AudTeni,t + β4AudQi,t  

+ β5SIZEi,t + β6LEVi,t + β7GROWTHi,t + β8ROAi,t + β9BDSIZEi,t  

+ β10BDINDi,t + β11ACINDi,t + β13Σ3i,jYeari,t  + β14Σ4i,jIndi,t + εi,t Eq. 1 

Where: 

RPT represents the natural logarithm of RPT. RPT is defined as RPT among RP companies, where CS controls 

both companies. CS Typei,t denotes a binary variable that is controlled by the CS share being either 23 percent 

of share (CS23) or 33 percent of share (CS33); the value is equal to “1” if a company is controlled by CS at a 

classified level of ownership or “0” otherwise. AudTeni,t denotes the auditor’s tenure, and is measured by the 

years of reappointment. AudQi,t is a binary variable representing audit quality and has a value equal to “1” if a 

firm is audited by the Big 4 or “0” otherwise. SIZEi,t is the natural logarithm of the company’s total assets. 

LEVi,t represents a company’s leverage scaled by the ratio of total debt to total assets. GROWTHi,t represents 

a company’s market value at the end of year t, divided by the book value of total assets. ROAi,t is the ROA 

ratio of return on assets. BDSIZEi,t represents board size based on the number of directors. BDINDi,t 

represents the proportion of independent non-executive directors to the total board members. ACINDi,t 

represents the proportion of independent non-executive members to the total number of members on an audit 

committee. Yeari,t represents a vector of year indicator variables for 2013, 2014, 2015, 2016, and 2017 and 

finally, Indi,t represents a vector of industry indicator variables based on the Bursa Malaysia industry 

classification. where εi,t is an error term. 

RESULTS 

Table I Descriptive Statistics  

Panel A: Continuous variables 

 RPT CS AUDTEN SIZE LEV ROA BDSIZE ACIND 

Mean 5.909 50.434 4.600 5.713 0.181 0.056 7.307 0.892 

Median 6.900 53.345 5.000 5.670 0.160 0.060 7.000 1.000 

Maximum 9.400 98.010 8.000 8.160 0.760 1.050 13.000 1.000 

Minimum 0.000 0.000 0.000 1.410 0.000 -0.940 4.000 0.600 

Std. Dev. 2.715 17.771 2.345 0.646 0.155 0.111 1.809 0.148 

Panel B: Dummy variables   

Panel B1: Controlling shareholder (CS)   

 Frequency Percentage  

CS>23 2 728 94.069  

CS<23 172 5.931  

 2 900 100.000  

CS>33 2 499 86.172  

CS<33 401 13.828  

 2 900 100.000  

Panel B2: AUDQ    

Big-4 1,462 50.414  

Non-big-4 1,438 49.586  

 2 900 100.00  

Notes: CS23> is a controlling shareholder with more than 23 percent shareholding and CS<23 is a 

controlling shareholder with less than 23 percent of shareholding, CS33> is a controlling shareholder with 

more than 33 percent shareholding and CS<33 is a controlling shareholder with less than 33 percent of 

shareholding. Big-4 refers to Big-4 companies which are Ernst&Young, PwC, KPMG, Deloitte, while non-

Big-4 refers to others. 
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All continuous variables were winsorized to a 1% level to reduce the skewness problem. The mean (median) 

value for RPT was 5.909 (6.900) with a standard deviation of 2.715, indicating moderate variability in RPT 

disclosures across the sample. The median value of 6.900 suggests that most firms engage in RPTs at a 

significant level. For Related Party Transactions (RPT), the mean value of 5.909 and median of 6.900 indicate 

that most firms engage in a substantial volume of RPTs, with the higher median suggesting a slight right skew 

in the distribution. The standard deviation of 2.715 reflects moderate variability across firms, with RPT values 

ranging from 0.000 (indicating no disclosed transactions) to 9.400 (reflecting high RPT activity). Meanwhile, 

the mean controlling shareholder (CS) ownership of 50.434%—with a median of 53.345%—confirms the 

prevalence of concentrated ownership structures in Malaysia, where dominant shareholders typically hold 

majority stakes. These patterns align with the study’s institutional context and underscore the relevance of 

examining CS influence on RPT practices.This study used CS as a binary variable, and the breakdown of CS is 

presented in panel B. Meanwhile, for AUDTEN, the mean, maximum, and minimum values were 4.600, 8.000, 

and 0.000, respectively. This figure indicates that companies in Malaysia, on average, keep the same auditor 

for 4.6 years (~ five years). However, some companies do not reappoint the same auditor, whereas others 

reappoint the same auditor for eight years in a row. Hence, on average, companies in Malaysia are perceived as 

having close ACR to their auditors. The means for SIZE, LEV, and ROA are 5.713, 0.1818, and 0.056, 

respectively. On average, BDSIZE has a board of directors of 7.307 (~7).  

Panel B in Table II depicts the frequency of the dummy variables used in this study, which refer to the CS and 

AudQ. The results in Panel B1 show the frequency details of CS at 23% and 33% shareholding. More than 

94.069% of CS held shares at more than 23% of shareholding, and only 86.172% held shares at more than 

33%. This trend shows that the CS has lessened their shares at higher shareholding, that is, at 33 percent of 

shareholding. Meanwhile, in Panel B2, 50.414% of the sample was audited by the Big 4, and 49.586% by the 

non-Big 4. There were no multicollinearity issues among the variables used in this study (Table II). 

Table II Correlation Analysis 

 CS AUDTEN AQ SIZE LEV ROA BSIZE ACIND 

CS 1.000 0.063 0.149 0.092 0.018 0.064 0.121 -0.033 

AUDTEN - 1.000 0.231 0.152 0.017 0.061 0.042 -0.003 

AQ - - 1.000 0.268 0.101 0.047 0.143 -0.128 

SIZE - - - 1.000 0.367 0.181 0.266 -0.092 

LEV - - - - 1.000 0.098 0.142 0.014 

ROA - - - - - 1.000 0.060 -0.009 

BSIZE - - - - - - 1.000 0.034 

ACIND - - - - - - - 1.000 

In Model 1, the positive coefficient of CS23 is 0.726 (t-statistic = 2.832, p < 0.05), indicating that controlling 

shareholders (CS) with more than 23% ownership are positively associated with RPTs. This finding 

supports H1, confirming that CS use their dominant positions to engage in RPTs for personal benefit, which is 

consistent with prior studies (Cheung et al., 2006; Juliarto et al., 2013). In Model 2, the coefficient 

for CS33 is 0.569 (t-statistic = 9.069, p < 0.01), which is also positively related to RPTs, but weaker than the 

23% threshold. This suggests that CS with higher ownership levels (above 33%) may exhibit more cautious 

behavior, possibly to avoid regulatory scrutiny or reputational damage. These findings highlight the dual role 

of CS ownership in influencing RPTs. While CS with moderate ownership (23%) are more likely to engage in 

RPTs for personal gain, those with higher ownership (33%) may prioritize long-term sustainability and 

reputation over short-term benefits.  
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Table III Multiple Regression Result 

  Model 1 Model 2 

 Coefficient t-Statistic Coefficient t-Statistic 

C 3.107 4.528*** 3.438 5.328*** 

CS23 0.726 2.832**   

CS33   0.569 9.069*** 

AudTen 0.119 3.404*** 0.094 7.656*** 

CS23*AudTen -0.096 -2.071**   

CS33*AudTen   -0.075 -3.623*** 

AudQ -0.162 -0.733 -0.150 -0.685 

SIZE 0.349 3.388*** 0.350 3.402*** 

LEV 0.498 1.266 0.520 1.351 

ROA 0.927 2.577* 0.925 2.575*** 

BSIZE -0.026 -1.029 -0.03 -1.259 

ACIND -0.028 -0.104 0.006 0.0219 

Year Included Included 

Industry Included Included 

n 2,900 2,900 

Adjusted R2 82.27% 82.28% 

Durbin-Watson stat 1.718 1.723 

F-Statistic 23.888 23.889 

Prob (F-statistic) 0.000 0.000 

Notes: Refer to Table II for variable definition and measurement.  

***significant level p<0.01, **significant level p<0.05, *significant level p<0.10. 

In both Models 1 and 2, AudTen was positively and significantly related to RPTs, with coefficients of 0.119 (t-

statistic = 3.404, p < 0.001) and 0.094 (t-statistic = 7.656, p < 0.001), respectively. This supports H2, 

indicating that long-term auditor-client relationships (ACRs) enhance auditors’ ability to detect and ensure the 

disclosure of RPTs. The findings suggest that auditors with longer tenures acquire relevant skills and 

knowledge, enabling them to better understand clients’ business operations and identify RPTs. The interaction 

between CS and AudTen provides further insight into the dynamics of closely related ACRs. In Model 1, the 

interaction term CS23 * AudTen was negatively related to RPTs, with a coefficient of -0.096 (t-statistic = -

2.071, p < 0.05). Similarly, in Model 2, the interaction term CS33 * AudTen is negatively related to RPTs, 

with a coefficient of -0.075 (t-statistic = -3.623, p < 0.01). These findings support H3, which indicates that 

close (long-term) ACRs mitigate the positive relationship between CS and RPTs. The negative interaction 

terms suggest that close (long-term) ACRs could limit CS involvement in RPTs as auditors become more 

effective in detecting and challenging questionable transactions. While long-term ACRs foster trust between 

auditors and clients, it can also create a sense of accountability. A CS may be less likely to engage in abusive 

RPTs if they know that their actions will be closely scrutinized by a trusted auditor. This dynamic creates a 

balance between trust and professionalism, whereby auditors use their relationships with clients to ensure 

transparency and fairness in RPTs (Fontaine and Pilote, 2012; Saiewitz and Kida, 2018). 

CONCLUSION 

This study investigates the relationship between controlling shareholders (CS), auditor-client relationships 

(ACRs), and related party transactions (RPTs) in Malaysia. The findings indicate that CS is positively 

associated with RPTs, suggesting that CS leverage their dominant positions to engage in RPTs for personal 

gain. This finding aligns with prior studies e.g. (Cheung et al., 2006; Juliarto et al., 2013), which have 

consistently shown that CS with significant ownership stakes tend to use RPTs as a tool for expropriation of 

minority shareholder’s wealth. However, this study extends the literature by demonstrating that the 

relationship between CS ownership and RPT is nuances, with CS at higher ownership level (33%) exhibiting 
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more cautious behavior compared to those at lower ownership levels (23%). This suggests that while CS with 

moderate ownership are more likely to engage in RPTs for personal gain, those with higher ownership may 

prioritize long-term sustainability and reputation over short term benefit. 

The study also examines the role of close (long-term) ACRs in moderating the relationship between CS and 

RPTs. The results demonstrate that long-term ACRs enhance auditors' ability to detect and disclose RPTs, as 

auditors acquire a deeper understanding of the client's business over time. This finding is consistent with prior 

research (e.g., Azizkhani et al., 2018; Ball et al., 2015), which suggests that longer auditor tenure improves 

audit quality through accumulated knowledge and expertise. However, this study contributes new insights by 

showing that close (long-term) ACRs may constrain the ability of CS to engage in RPTs. The interaction 

between CS and close ACRs revealed a negative relationship with RPTs, indicating that close ACRs reduce 

the information asymmetry between auditors and clients, making it more difficult for CS to conceal or 

manipulate RPTs. This finding underscores the importance of maintaining auditor independence and 

skepticism in long-term relationships, as auditors with longer tenures are better equipped to challenge 

questionable transactions and ensure transparency in RPT disclosures. 

Given the lack of significant changes in corporate governance in Malaysia, the findings remain relevant despite 

the older data. This study has several limitations. First, the assumption that all committed RPTs are fully 

disclosed in annual reports may not always hold true due to the complex nature of these transactions. Second, 

the focus on Malaysian listed companies may limit the generalizability of the findings to other countries. 

Future research could investigate the frequency of concealed RPTs and compare findings across different 

countries to understand the impact of regulatory and cultural differences. 

These findings contribute to theoretical implications in several ways. First, this study supports the Social 

Network Theory that embedded relationships (such as long-term ACR) can foster trust and cooperation, 

enabling auditors to detect and disclose RPTs more effectively. Second, this study provides new insights into 

the dynamics of RPTs in Malaysia, particularly the nuanced relationship between CS ownership levels and 

RPT practices. The findings underscore the importance of regulatory oversight and auditor independence in 

ensuring transparency and fairness in RPTs. Policymakers should consider revising auditor reappointment 

policies to ensure auditors maintain their independence and skepticism in long-term relationships. 

Additionally, regulators should strengthen oversight mechanisms to ensure transparency and fairness in RPT 

disclosures, particularly in firms with concentrated ownership structures. Audit committees should play a more 

active role in monitoring RPTs and ensuring that auditors maintain a high level of professional skepticism, 

particularly in firms with concentrated ownership structures. 

In conclusion, this study underscores the dual role of long-term ACRs in enhancing audit quality and 

restricting abusive RPTs, emphasizing the importance of maintaining auditor independence and skepticism in 

long-term relationships. 

REFERENCES 

1. Abdullah, N. M., & Wan-Hussin, W. N. (2016). Related party transactions in family firms vs. Non-

family firms: Malaysian evidence. Information (Japan), 19(18A). 

2. Abigail, A., & Dharmastuti, C. (2022). The impact of related party transactions on firm value in 

Indonesia: moderating role of good corporate governance. Cogent Business and Management, 9(1). 

https://doi.org/10.1080/23311975.2022.2135208 

3. Aghazadeh, S., & Hoang, K. (2020). How does audit firm emphasis on client relationship quality 

influence auditors’ inferences about and responses to potential persuasion in client communications? 

Accounting, Organizations and Society, 87(xxxx), 101175. https://doi.org/10.1016/j.aos.2020.101175 

4. Aharony, J., Wang, J., & Yuan, H. (2010). Tunneling as an incentive for earnings management during 

the IPO process in China. Journal of Accounting and Public Policy, 29(1), 1–26. 

https://doi.org/10.1016/j.jaccpubpol.2009.10.003 

5. Ali, S. H. A., Rahmat, M. M., Ismail, N. I., & Saleh, N. M. (2021). Controlling Shareholder Ownership 

Structure and Conflict-Related Party Transactions. Asian Journal of Accounting and Governance. 

http://www.rsisinternational.org/
https://rsisinternational.org/journals/ijriss
https://rsisinternational.org/journals/ijriss


Page 167 
www.rsisinternational.org 

INTERNATIONAL JOURNAL OF RESEARCH AND INNOVATION IN SOCIAL SCIENCE (IJRISS) 

ISSN No. 2454-6186 | DOI: 10.47772/IJRISS | Volume IX Issue IV April 2025 

 
  

 

 

6. Almer, E. D., Philbrick, D. R., & Rupley, K. H. (2014). What drives auditor selection? Current Issues 

in Auditing, 8(1), 26–42. https://doi.org/10.2308/ciia-50779 

7. Anafiah, V. A., Diyanty, V., & Wardhani, R. (2017). The Effect of Controlling Shareholders and 

Corporate Governance on Audit Quality. Jurnal Akuntansi Dan Keuangan Indonesia, 14(1), 1–19. 

https://doi.org/10.21002/jaki.2017.01 

8. Ater, B., Gimbar, C., Jenkins, G. J., Saucedo, G., & Wright, N. S. (2019). Audit Roles and the Review 

Process: Workpaper Prepares’ and Reviewers’ Differing Perspectives. Managerial Auditing Journal, 

34(4), 434–457. 

9. Azizkhani, M., Daghani, R., & Shailer, G. (2018). Audit Firm Tenure and Audit Quality in a 

Constrained Market. International Journal of Accounting, xxxx, 0–1. 

https://doi.org/10.1016/j.intacc.2018.07.002 

10. Bae, K., Kang, J., & Kim, J. (2002). Tunneling or Value Added? Evidence from Mergers by Korean 

Business Groups. Journal of Finance, 57(6), 2695–2740. https://doi.org/10.1111/1540-6261.00510 

11. Baker, R. A., & Al-thuneibat, A. (2011). Audit tenure and the equity risk premium : evidence from 

Jordan. International Journal of Accunting and Information Management, 19(1), 5–23. 

https://doi.org/10.1108/18347641111105908 

12. Ball, F., Tyler, J., & Wells, P. (2015). Is audit quality impacted by auditor relationships ? Journal of 

Contemporary Accounting & Economics, 11(2), 166–181. https://doi.org/10.1016/j.jcae.2015.05.002 

13. Beattie, V., & Fearnley, S. (1998). Audit Market Competition: Auditor Changes and the Impact of 

Tendering. British Accounting Review, 30, 261–289. 

14. Beattie, V., Fearnley, S., & Brandt, R. (2001). Behind Closed Doors. 

15. Beattie, V., Fearnley, S., & Brandt, R. (2004). A grounded theory model of auditor-client negotiations. 

International Journal of Auditing Journal of Auditing, 19(December 2002), 1–19. 

https://doi.org/10.1111/j.1099-1123.2004.00225.x 

16. Bertrand, M., Johnson, S., Samphantharak, K., & Schoar, A. (2008a). Mixing family with business: A 

study of Thai business groups and the families behind them. Journal of Financial Economics, 88(3), 

466–498. https://doi.org/10.1016/j.jfineco.2008.04.002 

17. Bertrand, M., Johnson, S., Samphantharak, K., & Schoar, A. (2008b). Mixing family with business: A 

study of Thai business groups and the families behind them. Journal of Financial Economics, 88(3), 

466–498. https://doi.org/10.1016/j.jfineco.2008.04.002 

18. Bowlin, K. O., Hobson, J. L., & Piercey, M. D. (2015). The effects of auditor rotation, professional 

skepticism, and interactions with managers on audit quality. Accounting Review, 90(4), 1363–1393. 

https://doi.org/10.2308/accr-51032 

19. Chen, C., & Wu, C. (2010). Related party transactions and ownership concentration: Theory and 

evidence. E-Leader Singapore, 57, 1–8. 

20. Chien, C.-Y., & Hsu, J. C. S. (2010). The Role of Corporate Governance in Related Party Transactions. 

January, 1–27. 

21. Claessens, S., Djankov, S., Fan, J. P. H., & Lang, L. H. P. (2002). Disentangling the Incentive and 

Entrenchment Effects of Large Shareholdings. Journal of Finance, LVII(6), 2741–2771. 

https://doi.org/10.1111/1540-6261.00511 

22. Courteau, L., Di Pietra, R., Giudici, P., & Melis, A. (2017). The role and effect of controlling 

shareholders in corporate governance. Journal of Management and Governance, 21(3), 561–572. 

https://doi.org/10.1007/s10997-016-9365-1 

23. Daugherty, B. E., Dickins, D., Hatfield, R. C., & Higgs, J. L. (2013). Mandatory Audit Partner 

Rotation: Perceptions of Audit Quality Consequences. Current Issues in Auditing, 7(1), 30–35. 

24. DeAngelo, H., & DeAngelo, L. (2000). Controlling stockholders and the disciplinary role of corporate 

payout policy: A study of the Times Mirror Company. Journal of Financial Economics, 56(2), 153–207. 

https://doi.org/10.1016/S0304-405X(00)00039-8 

25. Defond, M., & Zhang, J. (2014). A review of archival auditing research. Journal of Accounting and 

Economics, 58(2–3), 275–326. https://doi.org/10.1016/j.jacceco.2014.09.002 

26. Fiolleau, K., Hoang, K., Jamal, K., & Sunder, S. (2013). How do Regulatory Reforms to Enhance 

Auditor Independence Work in Practice? Contemporary Accounting Research, 30(F3), 864–890. 

27. Fontaine, R. (2011). An empirical study of Canadian companies to determine clients’ preferred 

relationship approach with their financial auditor. Journal of Marketing Trends, 1(7), 61–69. 

http://www.rsisinternational.org/
https://rsisinternational.org/journals/ijriss
https://rsisinternational.org/journals/ijriss


Page 168 
www.rsisinternational.org 

INTERNATIONAL JOURNAL OF RESEARCH AND INNOVATION IN SOCIAL SCIENCE (IJRISS) 

ISSN No. 2454-6186 | DOI: 10.47772/IJRISS | Volume IX Issue IV April 2025 

 
  

 

 

28. Fontaine, R., & Pilote, C. (2012). Clients’ preferred relationship approach with their financial statement 

auditor. Current Issues in Auditing, 6(1), 1–6. https://doi.org/10.2308/ciia-50116 

29. Fontaine, R., & Pilotti, L. (2016). Audit Clients Want to Cooperate with their External Financial 

Auditor, but also Remain at Arm ’ s Length : A Canadian Survey Study. Journal of Accounting and 

Auditing: Research & Practice, 2016, 1–9. https://doi.org/10.5171/2016.207562 

30. Friedman, E., Johnson, S., & Mitton, T. (2003). Propping and tunneling. Journal of Comparative 

Economics, 31(4), 732–750. https://doi.org/10.1016/j.jce.2003.08.004 

31. Garcia-blandon, J., & Ma Argiles, J. (2015). Audit firm tenure and independence : A comprehensive 

investigation of audit qualifications in Spain. Journal of International Accounting, Auditing and 

Taxation, 24, 82–93. https://doi.org/10.1016/j.intaccaudtax.2015.02.001 

32. Gavana, G., Gottardo, P., & Moisello, A. M. (2024). Related party transactions and earnings 

management in family firms: the moderating role of board characteristics. Journal of Family Business 

Management, 14(1), 171–198. https://doi.org/10.1108/JFBM-07-2022-0090 

33. Ghosh & Doocheol Moon. (2005). Perceptions Quality. The Accounting Review, 80(2), 585–612. 

34. Ghosh, S. (2011). Firm ownership type, earnings management and auditor relationships: evidence from 

India. Managerial Auditing Journal, 26(4), 350–369. https://doi.org/10.1108/02686901111124666 

35. Gibbins, M., McCracken, S., & Salterio, S. E. (2010). The auditor’s strategy selection for negotiation 

with management: Flexibility of initial accounting position and nature of the relationship. Accounting, 

Organizations and Society, 35(6), 579–595. https://doi.org/10.1016/j.aos.2010.01.001 

36. Gibson, C., H. Hardy III, J., & Ronald Buckley, M. (2014). Understanding the role of networking in 

organizations. Career Development International, 19(2), 146–161. https://doi.org/10.1108/CDI-09-

2013-0111 

37. Glover, S. M., & Prawitt, D. F. (2014). Enhancing auditor professional skepticism: The professional 

skepticism continuum. Current Issues in Auditing, 8(2), P1–P10. https://doi.org/10.2308/ciia-50895 

38. González-díaz, B., García-fernández, R., & López-díaz, A. (2015). Auditor tenure and audit quality in 

Spanish state-owned foundations. Spanish Accounting Review, 18(2), 115–126. 

https://doi.org/10.1016/j.rcsar.2014.04.001 

39. Gordon, E. A., Henry, E., Louwers, T. J., & Reed, B. J. (2007). Auditing Related Party Transactions : A 

Literature Overview and Research Synthesi. Accounting Horizon, 21(1), 81–101. 

40. Granovetter, M. (1973). The Strength of Weak Ties. In American Journal of Sociology (Vol. 78, Issue 6, 

pp. 1360–1380). https://doi.org/10.1086/225469 

41. Granovetter, M. (1983). The Strength of Weak Ties: A Network Theory Revisited. Sociological Theory, 

1(1983), 201–233. https://doi.org/10.2307/202051 

42. Granovetter, M. (1992). Economic Institution as Social Constructions: A Framework for Analysis. Acta 

Sociologica, 35(1), 3–11. https://doi.org/10.1016/j.schres.2015.11.029 

43. Habib, A., Muhammadi, A. H., & Jiang, H. (2017). Political Connections and Related Party 

Transactions: Evidence from Indonesia. International Journal of Accounting, 52(1), 45–63. 

https://doi.org/10.1016/j.intacc.2017.01.004 

44. Hapsoro, D., & Santoso, T. R. (2018). Does Audit Quality Mediate the Effect of Auditor Tenure, 

Abnormal Audit Fee and Auditor’s Reputation on Giving Going Concern Opinion? International 

Journal of Economics and Financial Issues, 8(1), 143–152. https://doi.org/ISSN: 2146-4138 

45. Hoang, H., & Antoncic, B. (2003). Network-based research in entrepreneurship A critical review. 

Journal of Business Venturing, 18, 165–187. https://doi.org/10.1016/S0883-9026(02)00081-2 

46. Hwang, N. R., Chiou, J., & Wang, Y. (2013). Effect of disclosure regulation on earnings management 

through related-party transactions : Evidence from Taiwanese firms operating in China. Journal of 

Accounting and Public Policy, 32(4), 292–313. https://doi.org/10.1016/j.jaccpubpol.2013.04.003 

47. Hwang, S., & Kim, W. (2016). When heirs become major shareholders : Evidence on pyramiding 

financed by related-party sales. Journal of Corporate Finance, 41, 23–42. 

https://doi.org/10.1016/j.jcorpfin.2016.08.013 

48. Jadiyappa, N., Hickman, L. E., Kakani, R. K., & Abidi, Q. (2021). Auditor tenure and audit quality: an 

investigation of moderating factors prior to the commencement of mandatory rotations in India. 

Managerial Auditing Journal, 36(5), 724–743. https://doi.org/10.1108/MAJ-12-2020-2957 

49. Jenkins, D. S., & Vermeer, T. E. (2013). Audit firm rotation and audit quality: Evidence from academic 

research. Accounting Research Journal, 26(1), 75–84. https://doi.org/10.1108/ARJ-11-2012-0087 

http://www.rsisinternational.org/
https://rsisinternational.org/journals/ijriss
https://rsisinternational.org/journals/ijriss


Page 169 
www.rsisinternational.org 

INTERNATIONAL JOURNAL OF RESEARCH AND INNOVATION IN SOCIAL SCIENCE (IJRISS) 

ISSN No. 2454-6186 | DOI: 10.47772/IJRISS | Volume IX Issue IV April 2025 

 
  

 

 

50. Jian, M., & Wong, T. J. (2010). Propping through related party transactions. Review of Accounting 

Studies, 15(1), 70–105. https://doi.org/10.1007/s11142-008-9081-4 

51. Juliarto, A., Tower, G., Zahn, M. Van Der, & Rusmin, R. (2013a). Managerial Ownership Influencing 

Tunnelling Behaviour. Australian Accounting, Business and Finance Journal, 7(2), 1–22. 

52. Juliarto, A., Tower, G., Zahn, M. Van Der, & Rusmin, R. (2013b). Managerial Ownership Influencing 

Tunnelling Behaviour. Australian Accounting, Business and Finance Journal, 7(2), 1–22. 

53. Kang, M., Lee, H., Lee, M., & Chool, J. (2014). The association between related-party transactions and 

control – ownership wedge : Evidence from Korea. Pacific-Basin Finance Journal, 29, 272–296. 

https://doi.org/10.1016/j.pacfin.2014.04.006 

54. Karim, A. W., & Zijl, T. Van. (2013). Efficiency and opportunism in auditor quality choice in emerging 

audit services markets: The case of Bangladesh. International Journal of Accounting and Information 

Management, 21(3), 241–256. https://doi.org/10.1108/IJAIM-08-2011-0027 

55. Katz, N., Lazer, D., Arrow, H., & Contractor, N. (2004). Network Theory and Small Groups. Small 

Group Research, 35(3), 307–332. https://doi.org/10.1177/1046496404264941 

56. Kerler III, W. A., & Brandon, D. M. (2010). The effects of trust, client importance, and goal 

commitment on auditors’ acceptance of client-preferred methods. Advances in Accounting, 26(2), 246–

258. https://doi.org/10.1016/j.adiac.2010.04.003 

57. Kohlbeck, M., Lee, H. S., Mayhew, B. W., & Salas, J. M. (2018). The Influence of Family Firms on 

Related Party Transactions and Associated Valuation Implications. SSRN Electronic Journal, 

33431(561). https://doi.org/10.2139/ssrn.3154565 

58. Kohlbeck, M., & Mayhew, B. W. (2010). Valuation of firms that disclose related party transactions. 

Journal of Accounting and Public Policy, 29(2), 115–137. 

https://doi.org/10.1016/j.jaccpubpol.2009.10.006 

59. Kohlbeck, M., & Mayhew, B. W. (2017). Are Related Party Transactions Red Flags? Contemporary 

Accounting Research, 34(2), 900–928. https://doi.org/10.1111/1911-3846.12296 

60. Kuek, T.-Y., Chen, I.-C., Choong, Y.-O., Khor, S.-C., Low, M.-P., & Yap, T. T.-V. (2021). STUDY OF 

PAST DECADE (2010 - 2020) SELECTED LITERATURE ON MINORITY SHAREHOLDER AND 

SHAREHOLDER ACTIVISM IN MALAYSIA. Advanced International Journal of Business, 

Entrepreneurship and SMEs, 3(7), 49–58. https://doi.org/10.35631/aijbes.37005 

61. Kyriakou, M. I., & Dimitras, A. I. (2018). Impact of auditor tenure on audit quality: European 

evidence. Investment Management and Financial Innovations, 15(1), 374–386. 

https://doi.org/10.21511/imfi.15(1).2018.31 

62. Liew, C. Y., Alfan, E., & Devi, S. S. (2015). Family Firms, Expropriation and Firm Value: Evidence 

from Related Party Transactions in Malaysia. The Journal of Developing Areas, 49(5), 139–152. 

https://doi.org/10.1353/jda.2015.0048 

63. Lo, A. W. Y., & Wong, R. M. K. (2016). Silence is golden? Evidence from disclosing related-party 

transactions in China. Journal of Accounting and Public Policy, 35(5), 540–564. 

https://doi.org/10.1016/j.jaccpubpol.2016.06.002 

64. Louwers, T. J., Henry, E., Reed, B. J., & Gordon, E. A. (2008). Deficiencies in Auditing Related-Party 

Transactions: Insights from AAERs. Current Issues in Auditing, 2(2), A10–A16. 

https://doi.org/10.2308/ciia.2008.2.2.A10 

65. Loy, T.-C. J. (2010). Dynasting across cultures: A grounded theory of Malaysian Chinese family firms. 

In Dissertation for Doctor of Philosophy. http://ezproxy.library.uvic.ca/login?url= http:// search. 

ebscohost.com/login.aspx?direct=true&db=psyh&AN=2011-99010-143&site=ehost-live&scope=site 

66. McCracken, S., Salterio, S. E., & Gibbins, M. (2008). Auditor-client management relationships and 

roles in negotiating financial reporting. Accounting, Organizations and Society, 33(4–5), 362–383. 

https://doi.org/10.1016/j.aos.2007.09.002 

67. Messier Jr, W. F., Robertson, J. C., & Simon, C. a. (2015). The effects of client management 

concessions and ingratiation attempts on auditors’ trust and proposed adjustments. Advances in 

Accounting. https://doi.org/10.1016/j.adiac.2015.03.008 

68. Mohd Ghazali, N. A. (2010). Ownership structure, corporate governance and corporate performance in 

Malaysia. International Journal of Commerce and Management, 20(2), 109–119. 

https://doi.org/10.1108/10569211011057245 

http://www.rsisinternational.org/
https://rsisinternational.org/journals/ijriss
https://rsisinternational.org/journals/ijriss
http://ezproxy.library.uvic.ca/login?url


Page 170 
www.rsisinternational.org 

INTERNATIONAL JOURNAL OF RESEARCH AND INNOVATION IN SOCIAL SCIENCE (IJRISS) 

ISSN No. 2454-6186 | DOI: 10.47772/IJRISS | Volume IX Issue IV April 2025 

 
  

 

 

69. Monin, B., Pizarro, D. A., & Beer, J. S. (2007). Deciding Versus Reacting: Conceptions of Moral 

Judgment and the Reason-Affect Debate. Review of General Psychology, 11(2), 99–111. 

https://doi.org/10.1037/1089-2680.11.2.99 

70. Morck, R., Shleifer, A., & Vishny, R. W. (1988). Management ownership and market valuation. An 

empirical analysis. Journal of Financial Economics, 20(C), 293–315. https://doi.org/10.1016/0304-

405X(88)90048-7 

71. Morck, R., & Yeung, B. (2004). Family Control and the Rent-Seeking Society. Entrepreneurship 

Theory and Practice, 28(4), 391–409. https://doi.org/10.1111/j.1540-6520.2009.00324.x 

72. Morgan, R. M., & Hunt, S. D. (1994). The commitment-trust theory of relations. Journal of Marketing, 

58, 20–38. 

73. Munir, S., Saleh, N. M., Jaffar, R., & Yatim, P. (2013). Family Ownership , Related-Party and Earnings 

Quality. Asian Academy of Management Journal of Accounting and Finance, 9(1), 129–153. 

74. Mwintome, G., Agana, J. A., & Zamore, S. (2024). Audit partner attributes and key audit matters 

readability. Journal of Applied Accounting Research, 25(3), 623–649. https://doi.org/10.1108/JAAR-

01-2023-0009 

75. Paligorova, T., & Xu, Z. (2012). Complex ownership and capital structure. Journal of Corporate 

Finance, 18(4), 701–716. https://doi.org/10.1016/j.jcorpfin.2012.05.001 

76. Peng, M. W., & Jiang, Y. (2010). Institutions Behind Family Ownership and Control in Mike W . Peng 

and Yi Jiang. In Journal of Management Studies (Vol. 47, Issue 2). https://doi.org/10.1111/j.1467-

6486.2009.00890.x 

77. Rahmat, M. M., Ahmed, K., & Lobo, G. J. (2020). Related Party Transactions, Value Relevance and 

Informativeness of Earnings: Evidence from Four Economies in East Asia. Review of Pacific Basin 

Financial Markets and Policies, 23(1). https://doi.org/10.1142/S0219091520500058 

78. Rahmat, M. M., & Ali, S. H. A. (2016). Do Managers Reappoint Auditor for Related Party 

Transactions? Evidence from Selected East Asian Countries. Jurnal Pengurusan, 48, 1–21. 

79. Rahmat, M. M., Hajar, S., & Ali, A. (2019). Auditor-client relationship and related party transactions 

disclosure : the role of family controlling shareholders from a network perspective. Managerial 

Auditing Journal. https://doi.org/10.1108/MAJ-05-2019-2312 

80. Rahmat, M. M., Mohd Amin, H. A., & Mohd Saleh, N. (2018). Controlling Shareholders’ Network and 

Related Party Transactions: Moderating Role of Director Remuneration in Malaysia. Jurnal 

Pengurusan, 53, 107–117. 

81. Reheul, A. M., Van Caneghem, T., & Verbruggen, S. (2013). Auditor Performance, Client Satisfaction 

and Client Loyalty: Evidence from Belgian Non-Profits. International Journal of Auditing, 17(1), 19–

37. https://doi.org/10.1111/j.1099-1123.2012.00455.x 

82. Robert Dwyer, F. P. H. S. and S. O. (1987). Buyer-Seller Developing Relationships. American Journal 

of Marketing, Vol. 51, No. 2 (Apr., 1987), Pp. 11-27, 51(2), 11–27. https://doi.org/10.2307/1251126 

83. Ronald J, G., & Jeffrey N., G. (2003). Controlling Controlling Shareholders. University of 

Pennsylvania Law Review, 152(2), 785–843. 

84. Saiewitz, A., & Kida, T. (2018). The effects of an auditor’s communication mode and professional tone 

on client responses to audit inquiries. Accounting, Organizations and Society, 65(November 2014), 33–

43. https://doi.org/10.1016/j.aos.2017.10.002 

85. Satkunasingam, E., & Shanmugam, B. (2006). The consequences of culture on shareholder activism in 

Malaysia. Journal of Applied Management Accounting Research, 4(1), 45–56. 

86. Schmidt, R. N., & Cross, B. E. (2014). The effects of auditor rotation on client management ’ s 

negotiation strategies. Managerial Auditing Journal, 29(2), 110–130. https://doi.org/10.1108/MAJ-03-

2013-0836 

87. Siregar, S. V., Amarullah, F., Wibowo, A., & Anggraita, V. (2012). Audit tenure, auditor rotation, and 

audit quality: The case of Indonesia. Asian Journal of Business and Accounting, 5(1), 55–74. 

88. Uzzi, B. (1997). Social structure and competition in interfirm networks: The paradox of Embeddedness. 

In Administrative Science Quarterly (Vol. 42, Issue 1, pp. 35–67). 

89. Waad, N. H., Hashim, N. N., & Rahmat, M. M. (2021). Reputable Audit Quality Attributes and Related 

Party Transactions Disclosure. International Journal of Economics and Management, 15(March), 33–

49. 

http://www.rsisinternational.org/
https://rsisinternational.org/journals/ijriss
https://rsisinternational.org/journals/ijriss


Page 171 
www.rsisinternational.org 

INTERNATIONAL JOURNAL OF RESEARCH AND INNOVATION IN SOCIAL SCIENCE (IJRISS) 

ISSN No. 2454-6186 | DOI: 10.47772/IJRISS | Volume IX Issue IV April 2025 

 
  

 

 

90. Wahab, E. A. A., Haron, H., Lok, C. L., & Yahya, S. (2011). Does corporate governance matter? 

Evidence from related party transactions in Malaysia. Advances in Financial Economics, 14(January), 

131–164. https://doi.org/10.1108/S1569-3732(2011)0000014009 

91. Wang, H. Da, Cho, C. C., & Lin, C. J. (2019). Related party transactions, business relatedness, and firm 

performance. Journal of Business Research, 411–425. https://doi.org/10.1016/j.jbusres.2019.01.066 

92. Wilson, A. B., McNellis, C., & Latham, C. K. (2018). Audit firm tenure, auditor familiarity, and trust: 

Effect on auditee whistleblowing reporting intentions. International Journal of Auditing, 22(2), 113–

130. https://doi.org/10.1111/ijau.12108 

93. Wong, R. M. K., & Kim, J. (2015). Are Related-Party Sales Value-Adding or Value-Destroying ? 

Evidence from China. Journal of International Financial Management & Accounting, 26(1), 1–38. 

94. Ye, P., Carson, E., & Simnett, R. (2011). Threats to auditor independence: The impact of relationship 

and economic bonds. Auditing, 30(1), 121–148. https://doi.org/10.2308/aud.2011.30.1.121 

95. Zhang, M., Gao, S., Guan, X., & Jiang, F. (2014). Controlling Shareholder-Manager Collusion and 

Tunneling: Evidence from China. Corporate Governance: An International Review, 22(6), 440–459. 

https://doi.org/10.1111/corg.12081 

http://www.rsisinternational.org/
https://rsisinternational.org/journals/ijriss
https://rsisinternational.org/journals/ijriss

	INTRODUCTION
	Institutional Background of Ownership Structure, Acr and Rpt
	Auditor-client relationship from the Networking Perspective and RPTs

	Literature Review and Hypotheses Development
	RESEARCH DESGIN
	Sample and Data Collection
	Regression model and Variable Measurements
	RESULTS

	CONCLUSION

