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Abstract

Title: The Efficiency of Cash Flow Statement As an Approachto Increase the
Investment (Applied Study on Egypt's Stock Market)

Submitted By: Ehab Abdou Nafady Abd Alsalam
Supervised By: Dr. Hegazy Abdel Hamid Saad Al-Jazzar Year: 2022

Degree: Master Degree in Planning and Development
Institute of National Planning

Purpose of the study: Explain the impact of the efficiency of preparing the cash
flow statement in accordance with Egyptian accounting standards on increasing
investment in the Egyptian stock market.

Study Methodology:
- Descriptive analytical method.
- The inductive method.

Study community:
A sample of seven companies listed in the Egyptian stock market.

The most important findings:

1. Lack of interest in the efficiency of preparing the list of cash flows. It was
found that the commitment of the companies listed in the stock market is
weak to the efficiency of preparing the list of cash flows, and then the
decrease in Egyptian, Arab and foreign investment in the stock market. It
was noticed that there were fundamental errors in preparing the list of cash
flows for five companies. Out of seven companies (the study sample),
71.43%.

2. Deficiencies in the work of the company’s management, which affected the
efficiency of preparing the cash flow statement. Although the responsibility
for preparing and presenting the financial statements fairly lies with the
company’s management, the presence of fundamental errors in their
preparation indicates the shortcomings in the work of the company’s
management.

3. The law on practicing the profession does not require continuous training as
a tool to raise the efficiency of the auditors.




4. Obtaining an academic qualification and basic training for the auditor,
financial manager and internal auditor is only the beginning and not the end,
as they must constantly work to update their knowledge and skill with
accounting and auditing standards and follow up on professional, legislative
and regulatory developments related to their work.

5. The deficiencies in the work of the Financial Supervisory Authority, which
affected the efficiency of preparing the statement of cash flows, as it did not
perform its due role in supervising the provision and dissemination of
information related to the financial markets, and taking the necessary
measures to limit manipulation and fraud in those markets, and supervising
the training of its employees. raising its efficiency, and contributing to the
dissemination of financial and investment awareness and culture, just as the
quality control unit did not perform its due role in proposing a mechanism
for periodic examination of the quality of the auditors’ work, and proposing
measures that can be taken in the face of auditors who do not comply with
the applicable standards and rules. Suggesting mechanisms for continuous
professional development in accordance with international rules as a
prerequisite for continuing registration in the registry, and organizing
adequate workshops and training courses.

The most important recommendations:
1. The need to pay attention to the efficiency of preparing the cash flow

statement, as an entry point for increasing Egyptian, Arab and foreign
investment in the stock market.

2. Activating the role of the company’s management in the efficient
preparation of the cash flow list, with the iterest of the company’s general
assembly, in its role in monitoring the work of the company’s board of
directors and approving its financial statements, including the cash flow
statement, and the board of directors’ interest in the efficient preparation of
the company’s financial statements, including the cash flow statement
correctly, and the attention Personnel responsible for preparing the cash flow
statement, especially the corporate financial manager and the internal
auditor.

3. The necessity of paying attention to the scientific and practical qualification
of the auditors, the financial manager and the internal auditor.

4. The auditor, the financial manager and the internal auditor shall constantly
work to update their knowledge and skill with accounting and auditing




standards and follow up on professional, legislative and regulatory
developments related to their work.

. Consider amending the law on practicing the profession, so that: auditors are
required to have a system of continuing professional training.

. The need for the Financial Supervisory Authority to pay attention to the
efficiency of preparing the cash flow list, by activating its role in supervising
the provision and dissemination of information related to the financial
markets, taking the necessary measures to limit manipulation and fraud in
those markets, supervising the training of its employees and raising their
efficiency, and contributing to the dissemination of Education and financial
investment awareness.

. The necessity of activating the role of the quality control unit for the
auditors’ work with regard to proposing a mechanism for periodic
examination of the quality of the auditors’ work, proposing measures that
can be taken in the face of auditors who do not comply with the applicable
standards and rules, and proposing mechanisms for continuous professional
development in accordance with international rules as a requirement
Essential for the continuation of registration in the registry, and the
organization of adequate workshops and training courses.

Key words: cash flow, efficiency, investment, stock exchange.
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Summary

Title: The Efficiency of Cash Flow Statement As an Approach to Increase the
Investment (Applied Study on Egypt's Stock Market)

Purpose of the study: Explain the impact of the efficiency of preparing the cash
flow statement in accordance with Egyptian accounting standards on increasing
investment in the Egyptian stock market.

Study Methodology:
- Descriptive analytical method.
- The inductive method.

Chapter one summary: In this chapter, we discuss the theoretical framework for
preparing a statement of cash flows in accordance with Egyptian accounting
standards, by studying: the definition of the statement of cash flows and the
evolution of its preparation (the first topic), the main elements of the statement of
cash flows (the second topic), the treatments for the statement of cash flows (the
third topic), and the chapter concludes The disclosures required in this list (the
fourth topic). In this chapter, we ended with the possibility of defining the
statement of cash flows as a list among the complete set of financial statements of
the facility, prepared in accordance with Egyptian accounting standards, to clarify
the cash flows and the like, in and out, classified into operating, investing and
financing activities, for a specific entity for a specific period of time. In this
chapter, we have clarified the requirements for preparing the statement of cash
flows in accordance with Egyptian Accounting Standard No. (4) “Statement of
Cash Flows”, as the efficiency of preparing the statement of cash flows is to
comply with the requirements of this standard, the more complete the commitment,
the more efficient the preparation of the list.

Chapter Two Summary: In this chapter, we address the bodies responsible for the
efficiency of preparing the cash flow statement, by studying: the responsibility of
the company's management (the first topic), the responsibility of the auditor (the
second topic), and the responsibility of the Financial Supervisory Authority (the
third topic). In this chapter, we concluded that the auditor can be considered as a
person who is scientifically and practically qualified and officially licensed to
practice the audit profession, as “an organized process for obtaining evidence
related to the results of economic activities and events and evaluating them to
determine the extent to which these results are consistent with applicable law and
standards and communicating the results to the concerned parties.” ". In this
chapter, we also reached the following conclusions: 1. The law on practicing the
profession required some amendments, as it did not care about continuous training
as a tool to raise the efficiency of auditors. 2. The auditor's responsibility for

«




reviewing the company's financial statements, including the statement of cash
flows. 3. The existence of an important role for the Financial Supervisory
Authority in following up on the extent to which the company's management has
prepared the list of cash flows in accordance with Egyptian accounting standards,
and the auditor's review of this list.

Chapter Three Summary: In this chapter, we discuss the impact of investing in
the stock market on sustainable development, by studying: the stock market (the
first topic), and sustainable development (the second topic). In this chapter, we
concluded with the possibility of looking at the stock market as “the field that
provides channels of communication between sellers and buyers of securities, and
provides them with the necessary information about them.” The most important of
this information is its cash flows, because the statement of cash flows is extremely
Important, as it provides investors (current and prospective) with the basis for
assessing the entity’s ability to generate cash, the timing and extent of that, n
addition to its use in evaluating changes in the entity’s assets and financial
structure, including the degree of liquidity And its ability to repay its debts, assess
the facility’s ability to influence the amounts and timing of cash flows to match
changing circumstances and opportunities, evaluate and compare the present value
of cash flows for different facilities, and it also facilitates comparing the results of
different facilities to exclude the effects of using different accounting treatments.
From the importance of this list comes the importance of the efficiency of its
preparation, as all its users are assured of this, and then it is possible to increase
Egyptian, Arab and foreign investment in the stock market. We concluded that
there is a strong relationship between investment in the stock market and
sustainable development. The greater the investment, the greater the sustainable
development, meaning that the relationship is direct between them.

Chapter Four Summary: In this chapter, we deal with an applied study on a
sample of companies listed in the Egyptian stock market, for the following
companies: The Egyptian Company for the Development of the Construction
Industry (the first topic), the Egyptian Electric Cables Company (the second topic),
Atlas Company for Investment and Food Industries (the third topic), the company
The Arab Asset Management and Development Company (the fourth topic), the
Giza General Contracting and Real Estate Investment Company (the fifth topic),
the Cairo Oil and Soap Company (the sixth topic), the Raya Holding Company for
Financial Investments (the seventh topic).

Chapter Five Summary: In this chapter, we discuss the results of the applied
study on a judgmental sample of companies listed in the Egyptian stock market,
and the conclusion of the research, by reviewing: the results of the applied study
(the first topic), and the conclusion of the research (the second topic).

L




The most important findings:

1. Lack of interest in the efficiency of preparing the list of cash flows. It was
found that the commitment of the companies listed in the stock market is
weak to the efficiency of preparing the list of cash flows, and then the
decrease in Egyptian, Arab and foreign investment in the stock market. It
was noticed that there were fundamental errors in preparing the list of cash
flows for five companies. Out of seven companies (the study sample),
71.43%.

2. Deficiencies in the work of the company’s management, which affected the
efficiency of preparing the cash flow statement. Although the responsibility
for preparing and presenting the financial statements fairly lies with the
company’s management, the presence of fundamental errors in their
preparation indicates the shortcomings in the work of the company’s
management.

3. The law on practicing the profession does not require continuous training as
a tool to raise the efficiency of the auditors.

4. Obtaining an academic qualification and basic training for the auditor,
financial manager and internal auditor is only the beginning and not the end,
as they must constantly work to update their knowledge and skill with
accounting and auditing standards and follow up on professional, legislative
and regulatory developments related to their work.

5. The deficiencies in the work of the Financial Supervisory Authority, which
affected the efficiency of preparing the statement of cash flows, as it did not
perform its due role in supervising the provision and dissemination of
information related to the financial markets, and taking the necessary
measures to limit manipulation and fraud in those markets, and supervising
the training of its employees. raising its efficiency, and contributing to the
dissemination of financial and investment awareness and culture, just as the
quality control unit did not perform its due role in proposing a mechanism
for periodic examination of the quality of the auditors’ work, and proposing
measures that can be taken in the face of auditors who do not comply with
the applicable standards and rules. Suggesting mechanisms for continuous
professional development in accordance with international rules as a
prerequisite for continuing registration in the registry, and organizing
adequate workshops and training courses.




The most important recommendations:

1.

The need to pay attention to the efficiency of preparing the cash flow
statement, as an entry point for increasing Egyptian, Arab and foreign
investment in the stock market.

Activating the role of the company’s management in the -efficient
preparation of the cash flow list, with the interest of the company’s
general assembly, in its role in monitoring the work of the company’s
board of directors and approving its financial statements, including the
cash flow statement, and the board of directors’ interest in the efficient
preparation of the company’s financial statements, including the cash
flow statement correctly, and the attention Personnel responsible for
preparing the cash flow statement, especially the corporate financial
manager and the internal auditor.

The necessity of paying attention to the scientific and practical
qualification of the auditors, the financial manager and the internal
auditor.

The auditor, the financial manager and the internal auditor shall
constantly work to update their knowledge and skill with accounting and
auditing standards and follow up on professional, legislative and
regulatory developments related to their work.

Consider amending the law on practicing the profession, so that: auditors
are required to have a system of continuing professional training.

The need for the Financial Supervisory Authority to pay attention to the
efficiency of preparing the cash flow list, by activating its role in
supervising the provision and dissemination of information related to the
financial markets, taking the necessary measures to limit manipulation
and fraud in those markets, supervising the training of its employees and
raising their efficiency, and contributing to the dissemination of
Education and financial investment awareness.

The necessity of activating the role of the quality control unit for the
auditors’ work with regard to proposing a mechanism for periodic
examination of the quality of the auditors’ work, proposing measures that
can be taken in the face of auditors who do not comply with the
applicable standards and rules, and proposing mechanisms for continuous
professional development in accordance with international rules as a
requirement Essential for the continuation of registration in the registry,
and the organization of adequate workshops and training courses.
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