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The study aimed to identify the effect of transactions with related parties on earnings Management
and its reflection on the qualitative characteristics of accounting information particularly, on the
characteristics of honest expression and verifiability of accounting information, and the effect of
disclosure of transactions with related parties on earning management and its reflection on the
qualitative characteristics of accounting information in Yemeni banks.

The study relied on the descriptive analytical approach in putting up the theoretical framework and
presenting the previous studies and deriving hypotheses.

An applied study has been carried out through questionnaire and testing of a random sample of 15
published financial reports of Yemeni banks according to Jane’s modified model in 1995 AD to
measure the benefits of (5) banks for three years, from 2020 AD to 2022 AD.

A field of study has been carried out as a questionnaire to survey the views of the study sample
related to the variable study in Yemeni banks, represented by those who prepare the financial statements
in Yemeni banks and the independent accounts auditors of those banks, and the employees of the
Banking Control Sector at the Central Bank of Yemen. The size of the sample study reached (135)
people with percentage of 84.38% of the society size.

The study, both applied and field, produced a number of results, the most important of which are:

e The absence of an effect among the transactions with related parties and profit management
and the characteristics of honest expression and verifiability of accounting information.

e There is an effect of disclosing transactions with related parties in reducing the practice of
earnings management and the availability of qualitative characteristics of accounting
information in Yemeni banks. This effect is also reflected by reducing the practice of earnings
management in the availability of those characteristics.

The study also presented a set of recommendations, the most of which are:
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The control authorities represented by the central bank of Yemen has to issue an additional
circular including more methods that limit the use of the transactions of the related parties in
practicing the earnings management.

The international accounting standards board reconsiders some international financial reporting
standards that are in need of making some amendments that will help to limit management’s
ability to exploit optional entitlements to achieve their own interests.

It is necessary for the Yemeni banking supervision sector, the independent auditor of the banks
and the tax auditory to ensure that the accounting information disclosed in the financial reports
is free from the practice of earnings management by using disclosure forms for the earnings
managements when carrying out their tasks.

Accounting departments in the Yemeni universities must pay sufficient attention to accounting
for transactions with related parties and earnings management, especially the possibilities of
distorting financial reports through manipulation of those transactions or through earnings
management practice.
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