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5. CONCLUSION

This paper investigates the following research questions: (a) do corporate governance
factors help differentiate forecasting IPO firms from non-forecasting firms; (b) do IPO
firms manage earnings in the year of going public (if so, is the earnings management
affected by the extent to which actual earnings deviate from the amount forecast
and stronger corporate governance environments); and (c) is the predictive value of
discretionary accruals higher for firms with better corporate governance.

Our results indicate that firms with better corporate governance are less likely to
forecast. These results suggest that an improved corporate governance environment
in the IPO context is associated with reluctance to provide an earnings forecast. Such
firms may be acting more conservatively to limit the risk of litigation should a forecast
be provided and not achieved.
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