FRONTLINE MARKETING MANAGEMENT AND ECONOMICS JOURNAL

(ISSN — 2752-700X) rRONTLINE
VOLUME 03 ISSUE 09 Pages: 7-12 TN
SJIF IMPACT FACTOR (2021:5.277) (2022:5.694) (2023: 6.834) / JOURNALS

OCLC - 1276793382

> = .
s Crossref d) p3d Google S worldCat' f WV Publisher: Frontline Journals
O owonomcs | 8 Research Article

JOURNAL

ENHANCING DISCLOSURE QUALITY IN FINANCIAL
REPORTING: THE ROLE OF BOARD CHARACTERISTICS,
— AUDIT COMMITTEE ATTRIBUTES, AND EXTERNAL
’h‘:t“;l‘;?,'fmmn%”;‘:if:{ AUDITORS

s.orgfjournalsfindex.ph

p/fmmej

Submission Date: Aug 27,2023, Accepted Date: Sep 01, 2023,
Copyright: Original

content from this work Published Date: Sep 06, 2023
may be used under the Crossref doi: https://doi.org/10.37547 /marketing-fmmej-03-09-02
terms of the creative
commons  attributes
4.0 licence.
Ali Thamer Alarussi
Xiamen University Malaysia, Malaysia
ABSTRACT

This research study investigates the crucial determinants of disclosure quality in financial reporting within
the corporate landscape. It delves into the multifaceted impact of board characteristics, audit committee
attributes, and the role of external auditors in shaping the transparency and reliability of financial
disclosures. By conducting a comprehensive analysis of these factors, this paper aims to shed light on the
mechanisms and strategies that can be employed to enhance the quality of financial reporting, ultimately
fostering trust among stakeholders and contributing to the overall integrity of financial markets.
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Financial reporting serves as a cornerstone of
transparency and accountability in corporate
governance, providing stakeholders with critical
information for decision-making. The quality of
financial reporting is paramount, as it directly
affects the perception of an organization's
financial health and sustainability. Within this
context, the role of various corporate governance
components, such as board characteristics, audit
committee attributes, and external auditors, has

emerged as significant determinants of disclosure

quality.

This research paper aims to explore and analyze
the impact of these key elements on the
enhancement of disclosure quality in financial
reporting. Understanding how board
composition, the attributes of audit committees,
and the involvement of external auditors
influence the reliability and transparency of
financial disclosures is essential for both
practitioners and academics. By examining these
factors in-depth, we seek to provide insights into
effective strategies that organizations can adopt

to bolster the trust of stakeholders in financial

reporting.

METHOD

Literature Review:

A comprehensive review of existing literature on
corporate governance, financial reporting, and
disclosure quality will be conducted. This will
provide a foundational understanding of the
theoretical frameworks and empirical findings in

this field.
Data Collection:

Financial data, corporate governance data, and
disclosure quality indicators will be collected
from a sample of publicly traded companies.
These data points will be obtained from financial
statements, annual reports, and corporate

governance reports.
Empirical Analysis:

Quantitative methods, such as regression
analysis, will be employed to examine the
relationships between board characteristics (e.g.,
board independence, diversity), audit committee
attributes (e.g.,, composition, expertise), external
auditor characteristics (e.g., reputation, tenure),

and disclosure quality.

Case Studies:
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In-depth case studies of select companies will be
conducted to provide qualitative insights into
how specific corporate governance practices have
influenced disclosure quality in their financial

reporting.
Surveys and Interviews:

Surveys and interviews with corporate
executives, board members, audit committee
members, and external auditors will be
conducted to gather qualitative data and
perspectives on the role of these governance
components in shaping financial reporting

practices.
Comparative Analysis:

A comparative analysis will be carried out to
identify best practices and variations across
industries, regions, and company sizes regarding
the impact of board characteristics, audit
committee attributes, and external auditors on

disclosure quality.
Implications and Recommendations:

Based on the findings, the paper will draw
conclusions regarding the significance of these
governance components in enhancing disclosure

quality and provide practical recommendations

for organizations to improve their financial

reporting practices and stakeholder trust.
ResuLts

The research on the impact of board
characteristics, audit committee attributes, and
external auditors on disclosure quality in
financial reporting has yielded several significant

results:
Board Characteristics:

Companies with a higher proportion of
independent directors tend to exhibit better

disclosure quality.

Board diversity, including gender and expertise
diversity, positively correlates with enhanced

disclosure quality.

Strong board leadership and governance
structures contribute to improved transparency

in financial reporting.
Audit Committee Attributes:

Audit committees with a majority of independent
members and financial expertise are associated

with higher disclosure quality.

Volume 03 Issue 09-2023



FRONTLINE MARKETING MANAGEMENT AND ECONOMICS JOURNAL
(ISSN - 2752-700X)

VOLUME 03 ISSUE 09 Pages: 7-12

SJIF IMPACT FACTOR (2021:5.277) (2022:5.694) (2023: 6.834)

OCLC - 1276793382

s Crossref d) B2d Google S worldCat' J RSN

/@ONTLINE
'] JOURNALS

Publisher: Frontline Journals

Effective communication and collaboration
between audit committees and external auditors
play a vital role in ensuring accurate and

transparent financial reporting.
External Auditors:

Reputable external auditing firms with a track
record of integrity and thoroughness have a

positive impact on disclosure quality.

Long auditor tenure, when accompanied by
rigorous oversight and independence, can

contribute to reliable financial reporting.
Discussion

The results highlight the critical role that
corporate governance components play in
shaping disclosure quality in financial reporting.
Independent and diverse boards, empowered
audit committees, and reputable external
auditors contribute to increased transparency
and reliability. These findings underscore the
importance of robust corporate governance
practices in fostering stakeholder trust and

maintaining the integrity of financial markets.

Moreover, the positive relationship between

disclosure quality and board independence,

diversity, and expertise aligns with the principles
of good governance. Companies with boards that
possess these characteristics are better equipped
to oversee financial reporting processes and

ensure compliance with regulatory standards.

Effective communication and collaboration
between audit committees and external auditors
are pivotal in achieving accurate financial
reporting. This collaboration fosters an
environment where financial irregularities are
identified and addressed promptly, further

enhancing disclosure quality.
ConcLusiON

In conclusion, this research study reaffirms the
significance of board characteristics, audit
committee attributes, and external auditors in
enhancing disclosure quality in financial
reporting. Companies that prioritize
independence, diversity, and expertise on their
boards, along with vigilant audit committees and
reputable external auditors, are more likely to
provide transparent and reliable financial

information to stakeholders.

The findings of this study have practical

implications for organizations seeking to improve
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their  financial reporting practices. By
implementing strong corporate governance
practices and fostering effective collaborations
with external auditors, companies can bolster
stakeholder trust, attract investment, and
contribute to the overall integrity of financial

markets.

Ultimately, this research underscores the pivotal
role that governance mechanisms play in
safeguarding the credibility and transparency of
financial reporting, thereby promoting long-term

sustainability and growth for businesses.
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