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Abstract

The purpose of this study is to examine the impact of related party transactions on
financial performance in listed manufacturing companies in Sri Lanka. Thirty one listed
manufacturing companies were selected for a period of five years starting from 2012 to
2016. Related party transactions (related party tunneling transactions and related party
propping transactions), Big 4 audit firms, Debt to Asset Ratio and Independence Board
Ratio are identified as independent variables and financial performance identified as
dependent variable for this study. Related party transactions was obtained using content
analysis in their annual financial reports. This study employed Return on Assets (ROA)
to identify the finance performance. Other than the above mentioned variable of Big 4

audit firms identified by using annual financial report.

The findings indicated that a statistically significant weak negative relationship
between total related party transactions and financial performance which measured by
ROA and also weak negative relationship between related party propping transactions
and financial performance. Further findings indicated that negative relationship
between related party tunneling transactions and financial performance which
measured by ROA. The results of the study proved significant impact of related party
fransactions on finance performance in listed manufacturing companies in Sri Lanka.
In addition, there are evidence found to support significant relationship between control

variable (Independent Board ratio) and related party transactions.

Keywords: Related party transaction, financial performance, manufacturing

companies.
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