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ABSTRACT

This thesis aimed to clarify the principles of corporate governance and
financial reporting quality, and the relation between them and other
concepts such as earning quality, and the efficiency of financial market.
This thesisis also aimed to check out the presence of a relation between
the level of actual application of corporate governance and financial
reporting quality by the quantitative criterion of thesis variables. The
level of actual application of corporate governance is measured for all
aspects related to the board of directors that is represented by the
separation between the position of the chairman and chief executive
officer, and the ratio of independent non-officer members, and academic
gualification, and the practical experience for members, and the number
of its meetings for the board of directors and audit committee, in addition
to one aspect related to the appointment and compensation committee
represented by the ratio of its independent members. For the
measurements of financial reporting quality two indicators were used; the
standard deviation of stock market returns around the disclosure of
financial reports, and the discretionary accruals criterion (earning

management).

The statistical tests showed significant relationships between the ratio of
Independent non-members in the board of directors, number of meetings
of the board, number of meetings of audit committee, and financia
reporting quality. No other independent variables prove to be significant.
The study concludes by some recommendations the most important of it
is that the ministry of Industry and Trade have to perform a control role
on the application of corporate governance on manufacturing companies

similar to the central bank role.
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