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Abstract

Neither international accounting sta-
ndards nor US-accounting standards
has provides any conceptual framework
related to the nature of dirty surplus it-
ems. So, dirty surplus concept become
unclear and has no conceptual basis
until now. Regarding Egyptian business
environment, the Egyptian accounting
standard setters have amended Egyptian
Accounting standard no, (1) "presenta-
tion of financial statements” during
2015. This step is confirmed on the in-
creasing importance of dirty surplus
items through the emphasis on the pre-
paration of comprehensive income stat-
ement. In spite of the critical import-
ance of dirty surplus accounting flows,
there are a very limited previous lite-
ratures interested by its nature.

Therefore, this study aims to provide
a clearer description for the concept of
dirty surplus accounting flows. In addi-
tion to investigate the usefulness of
dirty surplus items by examine its effect
on the cost of equity capital in Egyptian
business environment. The study sam-
ple included 54 Egyptian listed comp-
anies, consisting 270 observations in
the period 2008-2012.

The theoretical results show that
there is an agreement among the prev-

ious literatures about a group of de-
terminants and explanations which
related to the nature of dirty surplus it-
ems. On the other hand, the application
study finds a significant negative rel-
ationship between foreign currency tr-
ansactions and assets revaluation re-
serve from one side and the cost of eq-
uity capital from the other side. Oth-
erwise there is no relationship between
available for sale securities and cost of
equity capital.

The researcher believes that the fi-
ndings of the study results contribute to
resolving the great debate about which
items are more important to investors
and should be reported in the com-
prehensive income statement. The res-
ults may be of potential interest to in-
vestors and financial analysts who de-
pend on the financial data to take their
decision and evaluate the companies.
Further, the results would also be of
potential interest to Egyptian standard-
setters to evaluate the effectiveness of
the last amendment of accounting st-
andards in Egyptian capital market.

Keywords: Dirty surplus items, Ex-
planatory power, amendments of
Egyptian accounting standard no.
(1), cost of equity capital, Egypt.
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