SHENKOE

ALEXANDRIA

. lll\l\’-.luRSlT\"
A el =Y Yl —JsY sl 5 )| eSS
FACULTY OF COMMERCE

Loeadt G goed) Lyl il
dazr! polly dwlonalt P"'é

A e CUJY\ 8)08) cilulaa 4l 35008 (& gumetll pardl A8 /3

W Basa Ao Jaal Al agiy (e Byl ol £l
ClEN Ao ddadt Lup ae dgpulad) lashall Lyl yiSig 31350 L gl

4 paal) dad luall &H A

Ganll (adls

253l daxiall Copsll o sm A e ¥ 51 s A8 51 a8 A s ) sl Cangy
Laalud) AN e die e Gadailly Al LY sasa o Jaal) Al 8 culi g peadly culal)
aaiel bl Cara aaily LYo VA ale a YOI Y ale (e gyl LA dyyeaell da sl Als sl
Ay Sty Jaal AadlE 8 Culdg puadl) 35 deaiall Capsiill g ogas cp Jagyy Lanaad (cpndsat e Gaald)
zlad) e sa5 (McVay, 2006) duly 8 7 siall 73l bl 36 Cua dglaiil) #LY) sasa e
(J2all 4018 e il yumdl) 3530 daaiall Capoiil 6 e Ay Jlae A oauladd) Sal 8 le i SV
S Bl (A JAa) Al 3 iy padl a5 i sale) e Tl Sy e A Jf it
saga o el (ulSaily Jaall 4a36 6 ) asd senial) Castl) ¢ogus cp Jays S LT LAY
.(Malikov, et al., 2018) Zul b 75l 73l Caaldl is 2y Alaiall ~1,Y)

e Enldl adie) G dgyaaal)l Jlee Y1 Ly oo Lk S 208 Ll 8 Lalpall Leal Jia,
YY) YA ale in Yo Gle e ssill (4S50 (1) 2aad @lldy cculinll g Uad 8 Jaad ) <S50
813 il jlaay 1Sl 038 L8 e dypeaall JleeY1 Ay adly (o Aol agmg Caald) sl S5 o(528 L0
Bl QIS dda il e cligpan) Gasa Leably Ala il s panl 355 ) BA e 2 L)Y
A kel F LY i Caags Alail) Cab) e Leabaly bl e LY 354 Lase
Al 2 LY sasa e Lpuse by Sl L

—Giald ale dgaa b=yl alladl ssie Ao cluhall Q300 e Ayl oda of Caalil aieys
bl - L) sasm s Jaal) A 35l daniall Cappiil) ¢ g G AR il 1)

O Smd Lpaladll juled) pams e gl Lyl cilgall e cilulSas) dubll oda il

Sisg Aihias §ypem ks 3 # LY adem of s gpeadl 168D e 34805 A8L8Y) el
Dlsall panads Gl bl L) Q)i e

dalacal) 2 L) caeniall Gl o g cpmpnd 53 LY 5 tAgalifal) clalsl)



.............. A5k paue 30 A (e LY 81 il jlaa 350500 (S gl Aozl s [

The Impact of Earning Management Practices through
Classification Shifting of Income Statement Items
on the accounting profits Quality with An Empirical Study
on Egyptian Corporation

Abstract

This research aims to examine the effect of the company's management
practicing earning management methods through intentional misclassify of
revenue and expense items in the income statement(classification shiftingy on the
operating income Quality by applying to a sample of corporation companies
registered on the Egyptian Stock Exchange during the period from 2012 to
2018, and to achieve study goal, The researcher depend on two models, one of
which links the intentional misclassifying of expenses items in the income
statement and its implication on the operating income quality. The researcher
adopted the proposed model in a study (McVay, 2006y, which is one of the most
common models in accounting literature in the field of intentional misclassifying
of expenses items in the income statement, and it is considered the first study
that presented an applied evidence to reclassifying the of expenses items in the
income statement in the context of American companies, and the second model
link between the intentional misclassifying of revenue items in the income
statement and its implications on the operational income quality, and the

researcher adopted the proposed model in a study (Malikov, et al., 2018).

The importance of the study is that it provides an imperial evidence from
the Egyptian business environment, as the researcher relied on companies
operating in the real estate sector, for sample of (19) companies, for the period
from 2012 to 2018 (133 observations), and the researcher concluded that there is
evidence from the field of the environment Egyptian business on these
companies' practices of earning management by managing the items of operating
expenses and including them in non-operating expenses as well as managing the
presentation of non-operating revenue items and their inclusion in operating
revenues with the aim of inflating operating income, which adversely affected
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the quality of operating income. The researcher believes that this study 1s one of
the first studies at the level of the Arab world - within the limits of the
researcher's knowledge - that dealt with the relationship between intentional

misclassifying of income statement items and operating income quality.

The results of this study have implications for the professional bodies
responsible for setting accounting standards as well as supervisory and oversight
bodies for Egyptian companies, whereby artificially inflating operational income

affects investment decisions and thus resource allocation decisions.

Key words: Earning management, Presentation management, intentional

misclassifying, Operating Income, classification shifting.
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