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Abstract:

The study explored the role of incorporating clawback
policies into executive bonuses contracts in reinforcing
financial reporting quality. The researcher found that the use
of clawback policy works as a guarantee against management
opportunism and it is a suitable tool for reinforcing corporate
information transparency. This 1is because company’s
implementation of this policy deters manipulating earnings as
it imposes additional financial sanctions on executives when
they participate in manipulation. Furthermore, these sanctions
reduces problems resulting from bonuses. In turn, this is
reflected on reducing subsequent financial mistakes and
improving financial reporting quality. Moreover, the study
indicated the improvement of financial statement quality when
the clawback policy is incorporated into executive bonuses
schemes. Finally, the study found that study sample agreed on
the role of executive bonuses clawback policy in reinforcing
financial statement quality at a significance level of 5%.
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