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Abstract

The study aims to test the role of forward-looking disclosure as a
mediating variable in the relationship between board of directors
characteristics represented by (board size, independence, women representation
on the board, directors stock ownership, board meetings, and CEO duality ) and
earnings quality. To achieve this objective, the study adopted the inductive
approach to examine the financial reports of the sample companies. The sample
included 15 companies distributed across six sectors out of the nine sectors
listed on the Iraq Stock Exchange for the period 2014-2023. The dependent
variable (earnings quality) was measured using the discretionary accruals
metric based on the (Kothari et al, 2005) model. To measure the mediating
variable (forward-looking disclosure) the researcher developed a forward-
looking disclosure index guided by a number of previous studies. This index
contains 30 items referring to forward-looking information expected to be
disclosed by companies. By employing the content analysis technique, the index
value was calculated to determine the level of forward-looking disclosure in the
financial reports of the sample companies. The necessary statistical methods
and software for data analysis and hypothesis testing were adopted, most
importantly the path analysis technique utilizing structural equations to verify
the level of the indirect effect of board characteristics on earnings quality.
Among the most significant findings of the study: forward-looking disclosure
mediates the relationship between board characteristics and earnings quality, as
it was proven that there is a difference in the level of influence of board
characteristics on earnings quality when forward-looking disclosure is included
as a mediator. In light of these conclusions, the study presented several
recommendations, including the necessity of directing company boards of
directors to increase attention to forward-looking disclosure and deal with it as
an effective monitoring tool that contributes to improving earnings quality,
since the disclosure of forecasts and expectations creates a commitment that
limits managements opportunistic behaviors and improves investors ability to
predict the companys future.

Keywords: Board of Directors Characteristics, Forward-Looking Disclosure,
Earnings Quality, Discretionary Accruals.
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Abstract

The study aims to test the role of forward-looking disclosure as a
mediating variable in the relationship between board of directors
characteristics represented by (board size, independence, women
representation on the board, directors stock ownership, board meetings,
and CEO duality ) and earnings quality. To achieve this objective, the
study adopted the inductive approach to examine the financial reports
of the sample companies. The sample included 15 companies
distributed across six sectors out of the nine sectors listed on the Iraq
Stock Exchange for the period 2014-2023. The dependent variable
(earnings quality) was measured using the discretionary accruals metric
based on the (Kothari et al, 2005) model. To measure the mediating
variable (forward-looking disclosure) the researcher developed a
forward-looking disclosure index guided by a number of previous
studies. This index contains 30 items referring to forward-looking
information expected to be disclosed by companies. By employing the
content analysis technique, the index value was calculated to determine
the level of forward-looking disclosure in the financial reports of the




sample companies. The necessary statistical methods and software for
data analysis and hypothesis testing were adopted, most importantly the
path analysis technique utilizing structural equations to verify the level
of the indirect effect of board characteristics on earnings quality.
Among the most significant findings of the study: forward-looking
disclosure mediates the relationship between board characteristics and
earnings quality, as it was proven that there is a difference in the level
of influence of board characteristics on earnings quality when forward-
looking disclosure is included as a mediator. In light of these
conclusions, the study presented several recommendations, including
the necessity of directing company boards of directors to increase
attention to forward-looking disclosure and deal with it as an effective
monitoring tool that contributes to improving earnings quality, since
the disclosure of forecasts and expectations creates a commitment that
limits managements opportunistic behaviors and improves investors
ability to predict the companys future.

Keywords
Board of Directors Characteristics, Forward-Looking Disclosure,
Earnings Quality, Discretionary Accruals.
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