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Abstract

Objective: The purpose of this research is to design and empirically test a model for
determining instances of disclosure in the management commentary (MC) in Iran. To the
best of its author’s knowledge, this study can be characterized as a practical one for the
first time in the world.

Methods: This piece of research adopted a mixed research method (a combination of
qualitative and quantitative data). First, the research model’s disclosure instances were
identified qualitatively. Then, they were tested quantitatively. In the qualitative part,
appropriate disclosure instances regarding the six content elements of MC were identified
using qualitative content analysis via conducting a review of the extant reporting
guidelines and frameworks, MC of companies, and the latest findings of the International
Financial Reporting Standards (IFRS) Foundation. In the quantitative part, to localize
disclosure instances based on the information needs of the financial reports’ main users,
the relevant data were collected through a survey method using a questionnaire from the
view of investors and creditors. The investors were individual investors and investment
experts working in investment companies, investment funds, portfolio management
companies, and brokerages, in 2021. The creditors included lenders to the companies. In
this research, the opinions of credit experts of Iranian banks familiar with the MC and
also involved in the financing of companies were obtained. In the following, descriptive
statistics, demographic variables, and the Kolomogorov-Smirnov test were used. The one-
sample Wilcoxon signed rank test and Friedman's test were next used to determine the
final disclosure instances and to rank them, respectively. Also, the confirmatory factor
analysis technique, based on SEM-PLS, was used to verify the disclosure instances and to
evaluate the research model. Consequently, the final research model was presented.
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Results: Based on the findings of the qualitative part of the research, 88 disclosure
instances were identified. Then, following the quantitative part of the research’s tests, the
number of disclosure instances of the proposed model of MC in Iran was reduced to 74
disclosure instances. These disclosure instances were classified into six content elements:
1. "business model" with six disclosure instances, 2. "strategy and objectives" with 14
disclosure instances, 3. "resources and relationships™ with 15 disclosure instances, 4.
"risks and risk management" with 14 disclosure instances, 5. "external environment™ with
six disclosure instances, and 6. "position and performance™ with 19 disclosure instances.
Moreover, the disclosure instances of each of these six content elements were ranked
based on their relative importance using the Friedman test.

Conclusion: Considering the disclosure instances’ comprehensiveness provided by the
proposed model, as well as its locality and appropriateness to Iran's environmental
conditions, the proposed model by this study can act as an effective guide for regulators
including the Iranian Audit Organization and the Iranian Securities & Exchange
Organization. These organizations can use the aforementioned model in establishing
regulations and guidelines relevant to the MC’s preparation. Furthermore, these
disclosure instances help companies in presenting and disclosing more useful information
in the form of voluntary disclosure and also help them in preparing an efficient and
effective MC.
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Discussion Paper: Management Commentary (October 2005)/ IFRS practice
statement Management Commentary: A framework for presentation (December
2010)/ Proposa to revise and update the Management Commentary Practice
Statement (November 2017)/ Introduction to the Management Commentary
(March 2018)/ Management Commentary Slide deck 3: Applying materiality
(September 2018)/ Management Commentary Slide deck 4: Principles
(September 2018)/ The Objective of Management Commentary (Novamber
2018)/ AP5: Management Commentary presentation (March 2019)/ AP2:
Management Commentary (July 2019)/ AP15A: Enhancing qualitative
characteristics in management commentary (October 2019)/ Slide deck 2: Topics
for further input (December 2019)/ AP15B: Business model (April 2020)/
AP15C: Strategy (April 2020)/ AP15D: Resources and relationships (April
2020)/ AP15A: Risks (May 2020)/ AP15B: Externa environment (May 2020)/
AP15C: Performance and position (July 2020)/ AP15D: Management measures
and indicators (July 2020)/ AP15B: Progress (July 2020)/ AP15A: Overview of
guidance on matters affecting long-term prospects, on intangible resources and
relationships and on ESG matters (October 2020)/ Exposure Draft: Management
Commentary (May 2021)/ Exposure Draft: Management Commentary—Basis
for Conclusions (May 2021)/ Snapshot: Management Commentary (May 2021)

s cslas il sl el
(IFRS) Jbo 5,555

(W) ) Ken g 0315088 (AYAQ) Sles) g Lo (g (IVAQ) Sy (VWAY) o, Ke o

(VF+ o) o h)en g (sl (IYAY) ) Kad g lao)b (MYAY) Lioliw 5 oblesre
Firth (1979), Botosan (1997), Street & Bryant (2000), Hail (2002), Qu & Leung
(2006), Guthrie & eta (2006), Huafang & Jianguo (2007), Banghgj & Plenborg
(2008), Hossain & Hammami (2009), Shalev (2009), Elsayed & Hoque (2010),
Akhtaruddin & Haron (2010), Cahaya & etal (2012), Rashid & etal (2012), Hgji
& Ghazali (2012), Depoers & Jeanjean (2012), Murcia & Santos (2012), Samaha
& etal (2012), Haji & Ghazali (2013), Choi & etal (2013), Qu & eta (2013),
Kaya (2014), Buckby & etal (2015), Gajewski (2015), Habbash & etal (2016),
Rakib Khan (2016), Al-Maghzom & etal (2016), El-Diftar & etal (2017),

Musawa & etal (2017), Syed & Buitt (2017), Mohammadi & etal (2018), Weber
(2018), Wardhani (2019)
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1. Sustainability Accounting Standards Board
2. Global Reporting Initiative
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Microsoft, HSBC, SAP, Scania, Toyota Financia Services Philippines
Corporation, Welltec, Straker translations group, BPM, Deloitte, Oando PLC,
Nestle, Shell
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Material information about the range, nature and scale of the
entity’s operations could include:(a) an overview of the entity
5 Caplo il |y Lo yo cleMb| and of the range of its operations; (b) a description of the
R, entity’s operations and quantitative information about their
<S8 b Sllas [l scale (c) a description of operations conducted through
associates and joint ventures, and quantitative information -
about their scale; (d) ... (FRS, 20212) Ky 555
By providing increasingly sustainable transport solutions,
B3 0926 4 by yo leMb| Scania creates lasting value for all our stakeholders along the
cSh s 5 life cycle of our products — from our customers to society as a
7o whole. (Scania, Annual and Sustainability Report, 2020).
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........ e e gladoliy Glanl g (g5l
sloasly & bype oMbl | s 4 el Sy 35008 ) (ool e Incsdgrge g 2131 -Y
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Programs for skills management and lifelong learning that
OB & bgiye oMl support the continued employability of employees and assis
(L5 50l slaaals 1) them in managing career endings (Global Reporting Initiative,
’ 2006).
L Lo
b e b s Ly, qualitative commentary on the quality of the company’s key P95 &
. o relationships with investors, employees, customers, creditors,
hyde QU oSl p suppliers and other significant parties (Disclosure checklist, Qu
ey BaS s e o)k | & Leung, 2006).
Strategic Risks:
Sy 4 by e Our market share and profit could decline due to increased
co competition, market consolidation, technological innovation,
Sl gl and new business models in the software industry (SAP, SAP
Integrated Report, 2017)
How thisrisk is managed: . oS
We continue to explore for and mature hydrocarbon across our cante s =)
Upstream and Integrated Gas businesses. We use our S
S 4 by ye cleMb| subsurface, project and technica expertise, and actively
Lb;ﬁm: ) manage non-technical risks across a diversified portfolio of
2) o pae opportunities and projects. This involves adopting an integrated
approach for all stages, from basin choice to development. We
use competitive techniques and benchmark our approach
internally and externally (Shell, Strategic Report, 2020)
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) Projected Information:i: Forecasted market share; ii: Cash flow
Sl 4 baye Sl | forecadt; i Capital expenditures and/or R&D expenditure
S Conda 8 3:Slas forecast; iv: Profit forecast; v: Sales forecast (Disclosure
s o checklist, Botosan, 1997)
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3. Partial Least Square-Structural Equation Modeling (PLS-SEM)
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