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Abstract:

Purpose: The main objective of this research is to examine the extent to
which Conditional Accounting Conservatism (CAC) can limit exaggeration in
using an Optimistic Disclosure tone (ODT) in board of directors’ report.
Current research is based on hypothesis that the existence of CAC would
restrict management’s incentives and freedom to hide bad news and maximize
good news when discussing the company’s performance, and thus limitation
of opportunistic role played by management through narrative disclosures
tone.

Design and methodology: A sample of 37 corporations listed in EGX
100 index between 2017-2022 was selected. Relying on secondary data, the
content analysis technique was used to extract data related to research
variables. Manual coding was used to determine narrative disclosure tone in
the board of directors’ report. Through using multiple regression, the effect
of CAC (as an independent variable) in the ODT (as a dependent variable)
was analyzed, under different levels of management incentives to manipulate
the tone.

Findings: There is a significant negative effect of CAC on ODT, and this
effect is stronger in corporations whose managers have a higher incentive to
manipulate disclosure tone. The results also show that CAC doesn’t
encourage management to use pessimistic tone; at the same time, it doesn’t
hinder management from communicating truthful information about future
good news. Together, these results suggest that CAC improves narrative
disclosures.

Originality: This research is one of the pioneering studies in Egyptian
business environment that provides practical evidence of the relationship
between CAC and ODT in the board of directors’ report under different
degrees of managerial incentives to manipulate tone. It also contributes to the
literature on the interaction between quantitative and qualitative information
and the use of accounting numbers to add credibility to narrative reports.

Keywords: Tone Management, Optimistic Tone, Pessimistic Tone,
Conditional Accounting Conservatism, Board of Directors’ Report.

JEL Classification: G14; M41: M48
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MY Jara Al LA Jaal) D)y dyls cligpas Wjlicly Lisly Balgial
Basaall Clslal) aladind Jagpdiall pb bl BEaTll sals o (hag (¥ 0 VA c(goliall)
Alaie) (99 Adgaud) gians A3l ) gual) lual yjibal) Lol alitial) ankdsl) b Lol
Pae, et al. Gy (Y ¥+ cmisa Y0V caalyl) ddlal)l clagleal) o Gl e
A Lle Ygb Ugaial) Luulaall zoabal) (Gadai (o gy Bdal) ¢ha g6l 13 ¢ (2005)
Adlal) dalaiBy) Elaal) oo e LY pasdas lgild

danti J guad) Blal A ybal) Aaull) (andds ) b cdag pdial) ailaal) Jadatl) L
Bale) g gad asdid 13) Y) ¢l ianl gely JB B LAl axe e cBlu b Glaaf g
Baatl) of of ((Yrore cadall we €YV aayl ae) La )l AASH e Yoy andil)
Ball and S WS .diwa Glaa] gy Ao saina o 3a¥ Baiad g Jagpdall aulaal
Alaie e clibie o hagpdall aalaal) Biatl) ¢f e Shivakumar (2005)
CilieY) Jaaady Baall JLAYL Ciliey) Jal qlal dua iludlly cudSally diljiesd
Ljlie gyl Boa daBgiall ludl) uSad JaAl) Aail Jaas Lo gy cdiaudl JLAYL
LA gial) CanlSally

A Aaal by GG o S - ale JSd — laall Jaadl) aggla e Sl
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(Yo ¥ olakall ¢Ya VA cadaliie YaNT (O ATy mlla (Yate die cYaY)
Glagleall jabas cuigh hagpdall aulaal) Baaill (€a LS . (Nguyena, et al., 2022
Lgpa A AT cloghaall joladl Ljla Dhas dbiaial LY 85 dua (Ll
Cilaglaall Ay Gpuaag i) 7 Lady) cilgid 5aild g 481aaa (pa i Laa cAadyud) Cilaladyls
.(LaFond and Watts, 2008)
AUl Ll dads aullig Jag pdiall aslaal) Badatl) ¥ ¥

Ao Jagpiall pulaall Baatl) aa Alal ) Jalady (diilad) ciludall g Bl
by g aliall B AL LY (BIDU Gy dolad) Wl ¢ S Byl duald 4]
Gr Cus L Omabally uadlually Gaidldl) sfie (AN b Aalaall (god JE (e Jadadl)
08 LA e BIU Gl delull S e Jany aulaall Baaa3l of Watts (2003)
A alaal) Biadl) g3 Ao Ball, et al. (2012) duls Laaf sl LS . Aulaal) 2631
lghaalia coal AN ) o a8 L) AWiS muiagh YA (o Ldlal aflodll Adlsaa aue S
A LaaY) clalady
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Lallaal Apbed) JEY) (e CibAs aalaal) Biatl) of Hsu, et al. (2017) g iy
dufpy BT (dld o Bdle die malall AS)AN elal _ags ‘_,5 ddajdall agifiy Cppaall
el Basaay s 4oy adf e cmalaal) Baadl) ) Garcia Lara, et al. (2016)
s Jsaall Gl ma (Al Aglgii¥) ey Graa G Jbd :omlilall (paall
A chptial)l @ld Ao Jal) clubal) gan s (i ) ALY . opalls Jagail Lija
O ¥ Gupaall ol AUED 384 i Le gag g g aalaal) il e il
.(Khan and Watts, 2009; Callen, et al., 2010) 4lggans ddadaiall agicss

Bobiall € dalua agaal Gapaal) of A cladal) G il ¢ AT caladl Aoy
Bl (a all ad dag Jadl o agallas culis il Chaﬁ‘g\ Aadl (Gima LAY
B cdldaty clddlia o dia Lud) Clalaidd SEC 4dlad) )Y Jgla diad
iy ¥ alalady) dli (ggiaa o8 ¢(Bochkay and Levine, 2019; Yan, et al., 2024)
adsis ¢ saill \a e .(Ball, et al., 2012; Dennis, et al., 2019) dulall (§padiy daafpall
clabaiy) dsad e sl Jal (e A8l dulaal) cilagleal) Ao alaio¥) o palicaal) (e
Agha Jila Y Gilaglea pa Aol

Laaill B4y Jagpdiall ueilaall Jadatl) audi a8l Gabad 4530 Alal) diad) saa sy
allodll adiivue ald ) ARlud) cladal) cplal 38 ¢J ) cuadl iy Lady A5l
Bodoff and ) duayed) cilagleal) Adlsas cild) b cilalSlly a1 c GUIY) andis Atlal)
Ja Ao (ppariioal) o¥38 B33 0983 of (Sasg .(Hirsch, 2023; Henry, et al., 2023
daali o of cagliall aliadly Jaal) Aail A did) SLAYL i) Gu (@Bl gsag
realaall Baatl) andi (b OA L Aayed) lalaly) B b dlal) J3liilly saall LaY)
M 5l Lasill duansds Lad duabias o caan Adlal) adlodl) alE)f B 5Ll dag paall
LAl o)) Lddlia sie Ay

B o Cuptall gady 38 dag el pulaall Baaatl ol (slaid ¢ SE o) Ll
LAY sladY hleall Ogpaall el L Wed Al LAY Addle s A8RAN da)
Davis and Tama-Sweet, 2012; Bao, ) Juiwall 4 A$yal Jleal cpmatt fUa3 dsund)
Cilaagll Addlia il cdaayud) Claladly) dards O geM aglaas Lo sa9 ¢(et al., 2019
Elshandidy ) b cull aly al Al duiliadll Ggleal) o Alaiaall yiludlly Al
Adll GilieY) Juanil g piall pulaall Jaaadl) aladiul Glé a3 Gag . (and Zeng, 2022
LS gl 138 alaf Wsle (g% S8
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Ailiia clagpal ) 8 Guatall A of g pdiall aalaall Baatll oSa 2 WYY o
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o Unba iy ¥ 8 — (gailly 8l mads Y A — Lyl claliady) b L5l
ralaal) Baadl) ciligica o B (i AAHUEN daidl) B3 ciluplaa (e CiadAIl §iaY)
Cilalualy) dlli lghadats Al clay) oo — Audtiall cladgil) ol Alall oda g dag pall
o2 (gginas S Y g coppaiiaall Ailatal aSat — lghe 3T AT ol N Ay
calalady)

(A $4ate (a daill B alaal) Bal) 4l cda Jea Jaad) 1aa B Ay
o 2all Al g€ Jag pial) aealaall Bdatl) aladied) dsaa] Ao Aaal) Jalall aali ) Gald)
DU (e Badiuall byl o slaieyl dlyg (Yl i daid aladia) B B dadl
EGX 100 séjas saskall cilSyil) (pa dial 5)Y) Gulaa

rad) aranaly duagia =Y
thoydl) A g aaliaa V-

Cid) By guaall Adlal) @Y Eomn Suall GG B Auhl) adiae Jialy
cAoapall dvinee dBaS a¥ o Y Y ag Yo VY (e 8580 DA EGX 100 sdijan Basial) culS,al
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- ERI= KR~
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JARE e Yoo Auiaual) dial)
AR Yot vio dallal) clSddly Alals ity Al lgd 8155 Y A CISAN @i
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tlgailid (3 kg Al e Y-Y
glaly) dadi (A dagpdal) aalaal) Baaill L8l Sgay ) Aokl dupal) clags
Aanilly el Y1 Al CidaY e S0 13 b AuiSa) ) cilagi LaS (A5l
56 bl paial W dagpdiall culaall Baadl) B JHiuall padall Jialy A1 g g
Aadilly e Sall By jhlead Wiy (@B o a3 a8 dasdl) sdag (A3 o luady) Lk
Gldy sl dadipe il o) dial) @l chaiall jalal) dli (ubd a3l a3 g
On Lo Al B Laidll cedll B)y) Bl AN A G dlyg ¢ Ghlgall Aadiia
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g pdiall salaal) Jadatl) V- Y-
gl sdia Jagydiall aalaall Biatll uuliag giled dae ABlad) cluhal) oysh
Oulial) ST e 2y 539 (Basu, 1997) ilwddly L SL ciliedd Jilaiall yé cudgil)
(YN cgglial) ¥ v e cailal) de ¢Y 0N 0 el ae) Al cilubal) b Laladiul
Givoly and Hayn, ) "duludl cliaieal! das)ial) ddadal) & cliaiual) zisals
zsaly «(Beaver and Ryan, 2005) 4y dadl) ) ddgud) dasll)  3galy (2000
Baail) dajn zigady «(Ball and Shivakumar, 2005) 4asiiall ddaddll ciliaiual)
zisals «(Khan and Watts, 2009) Basu, 1997 gisail sl a2y (sills CSCORE

.(Callen, et al., 2010) CRATIO (sualaall Liail) duui

Ao (3ia zisal 3929 pey chagpdial) (laall Baadl) (uld zilad i sgda Ay
Labia Gald) asiiia) ¢ paial) 138 (el A8 Ulada dlliSy ¢ ialal) G alald) J sl Jasy
Conditional Accounting Conservatism (CONS) Jag sdial) il Baasll 1gpe
Ol Cpadgall) G el Ao Adliay
:Basu g isad :J ¥ g isadll

2t Gubidl salaal) ) 8 desdiaal) z 3lail) ST (00 Basu (1997) g dsas s
doaulally L0 clagleall (G guad) Ailaiad doju o zigaill 138 888 sty ¢ aulaall
Jagdial) palaal) Jaaasl) (ulisy ccilagbeal) 03¢l AGHaIL alaall plas) Adataly A5l
taged) Sl s o ZLY aalaal) Jaal Llatul daulea Ao igald 13gd g
A el o iy

EPS;,

P, . =Bo+B1D;i: + B2R;; + ﬁs(Di,t X Ri,t) + &t
i

i

t 83 & i ASAl agudl Aay) :EPS,

t 5t Ayl B @ ASHA) agad (Agad) audd) 1Py, g

Aty DAy (+) Aasilly (Ll agead) Sile IS 13 (V) dadl) 38L aag yilia D,

t 83 i Agal (%) sl Mile (R,

Aol jaall + (L) Ay B el Boud) jead) — L) Alg 8 pged] sl edl) = agudl dile (%)
) 2\:\\3.3%_54?@...“15

219



pa ) al aS1a L BN (ol g iy A0 G L) dak a8 Jn g puial) (ppslaal) Badal) 5o

Baall LAY AT jlaasy) Jalea B,

(g dall ailaal) Baatl) Jalag) Al SLaY) 8 aaiy) Jalaa 2By

gigall) b lpdal) Usdl )aka :£;,

daii — (B3) hagsdall aalaal) Biatl) Jalae dad culy LalS ¢z dgaill 13gd gy
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:Ball and Shivakumar g gai : S0 & 3gadl)
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Clal Jags Ly Adlal) 5l b dadgial) GualSalls Cijins ¥ agpdiall (el Jaal)
dadgial) LAl Cijia ¢ A coanlSal) @l Aadiyal) Aaill) Gl g Lavie Lol
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A gadl) oz dgail 13!
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TAi,t—l

CFO,, CFO,,
=Bo+B1D;i + B> TA, . + B3D;; X TA,,_ . + &ie

£ 8l A i AQal ) Lbaanl cliaiuwa) s 1ACC;,

t 8 Ay B i A Jpal) ) iTA;, 4

Wl Adaanl) Ladll) Bl bla ols 13 (V) dedl) 380 aag e :D;,

GAld LD (v) daully

t 55l 8§ ASydll dladdl Al sl Sla :CFO;,

(lagrdall aailaal) Jaaasll Jalaa) dded) SLAY) LA laaiy) Jalaa 2 B3

gigaill B Algdal) Uadl )aka :£;,

Al Ja WS dadipeg dinge (B3) iV Jalaa dad cuilS LalS zagall) 13gd gy
A A dag el sl Badatl) (Ggiue g i) Ao
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Baieall pe Glilaally Laladl pe aoull Jid Jaall — raiwall e cililaally
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B Al — Gyl 5oUS lgar] Gubiill diaa Ungyd qullaty Basu gisal oY Dy
b)) il ke Lo aldie¥) ) Gald) bl — Graall Ggull b lpds oy
bRl il (B Sl cplil) cild AN sded o) Ao el Cpadgail) aladiub
— dlall Al ClGAN e AE IS = Gaadgadl) (A laad¥) Jalas baagie cuay o
Jag il bl Biatll ulibas

A (G Ao hagpdiall laal) Biadl Jalea (ubid zilii (V) pd) Galall gy
Baatl) (ggima cuuns (il GiiSgana () dupall duilgdl) Al aad Gy cdaal)
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Alady) el o AN o of dulady) Al e dlad) cluhal gan oS
cde By (Li, 2010; Huang, et al., 2014) ddlall daaill \gale (gl Ay dudeally
Y siad) palll b Aai (ggiua LS el Ao Laiil §)3) Huang, et al. (2014) s
Aal) dady Adaluad) Ciluahal) aa A35laally AS,AN Ala) allsdlls dojpsad) AN ae (Budly
daaill) A3l dasdll Ciyad s Huang, et al. (2014) 4wbg Li (2010) 4wd Jia
(Aslal) Aaiil) Adlall Aadil) jland) g igai Slg Wl Ao Gl 13 B (Lalad)

08 sumll zlally) dads uld a3 Li (2010) duhd B ardieall medl) aa Lidilaig
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Balaa lgif Ao Wjuass a3 dlay I (+) Lasilly (Negative Ll Wil Ao Wjsasi a3 dlaa
A Gub e BN Galaa U (Aadl) Jaugia) dudlall daiill qilua a3 Al .Neutral
;A Dslaad) A (e uEl 13gs Jaad) araad leal) Jaugial)
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K,
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3
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Chgai b S el By e cia ) Lis zLAU Laaall GubEl aajglas
O A8 Pluna 033l ) F LYY A el Gl o3 Al sda e Aoy . cppaiiaall
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