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The Impact of Disclosure Tone in Audit Committee Report on Cash 

Holding level and Earnings Management on Listed Firms in The 

Egyptian Stock Exchange 

Abstract 

The study aimed to analyze the impact of disclosure tone in the audit 

committee report on the level of cash holding and earnings management 

in the Egyptian companies listed on the stock exchange during the period 

(from 2018 to 2021), and the disclosure tone in the Audit Committee report 

was measured through the textual analysis of the audit committee reports 

to calculate the number of words expressing good news as well as the 

number of words expressing bad news and the ratio of each of them 

divided by the total number of words of the report, The level of cash 

holding was measured by calculating the actual level of cash holding using 

the cash index, which is calculated by the ratio of total cash and cash 

equivalents plus financial investments available-for-sale to net assets. 

Earnings management was measured based on the modified (Jones, 1991) 

model, which relies on the calculation of voluntary accruals as an indicator 

of earnings management. 

The study concluded that their is a relationship between the disclosure tone 

in the audit committee report and both the level of cash holding and 

earnings management, as the level of cash holding decreases when using 

a positive disclosure tone in the audit committee’s report and increases 

when using a negative tone. As well as earnings management practices, 

the use of a positive tone in the audit committee report is associated with 

a decrease in earnings management practices, while these practices 

increase when using a negative disclosure tone. 

Accordingly, the study recommends increasing the companies and 

stakeholders awareness about the importance of the audit committee report 

disclosure and the positive or negative tone it may contain. In addition to 

directing the relevant authorities to the importance of establishing a 

framework that regulates the accounting disclosure about the audit 

committee’s report and determines the minimum information that it must 

contain. 

Keywords: Positive Disclosure Tone, Negative Disclosure Tone, Audit 

Committee Report, Cash Holding level, Earnings Management, Voluntary 

Accruals. 
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