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Abstract

Internal auditors' search for a role of proper standing and recognition in recent years is strongly
influenced by the need of financial associations for greater assurance of reporting quality.
According to the theory of games, internal audit as one of the mechanisms of the management
system, on the one hand, can lead to the reduction of conflict between the independent auditor and
the company, and on the other hand, it can lead to the improvement of the quality of financial
reporting. Therefore, the aim of the present study is to investigate the mediating role of financial
reporting quality on the relationship between internal audit effectiveness and information
asymmetry of companies listed on the Tehran Stock Exchange. For this purpose, a statistical sample
consisting of 114 companies admitted to the Tehran Stock Exchange was selected for the years
2014 to 2015. Data analysis was done through multivariate regression method using Stata software.
The results of the research hypothesis test showed that there is an inverse relationship between the
effectiveness of internal audit and information asymmetry. Also, there is a direct relationship
between the effectiveness of internal audit and the quality of financial reporting, and there is an
inverse relationship between the quality of financial reporting and information asymmetry. Finally,
in relation to the effectiveness of internal audit and information asymmetry, the quality of financial
reporting plays a mediating role. The research findings provide evidence of the supervisory role of
the internal auditor on the financial reporting process and reducing information asymmetry.
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