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Abstract

This study investigated financing cost and its effect on the quality of
accounting earnings and the firm value in a sample of firms listed on

Khartoum Stock Exchange. The study problem represented in the different

sources of the financing leads to the different in cost of financing and affects
that quality accounting earnings on firm value.  Study significance lies in
the fact that, the same contributes significantly to test the effect of financing
cost on the improvement of the level of earnings quality. The study findings,
on the other hand, do help determine the fundamentals, which lead to
enhance the quality of accounting earnings, and hence to reduce financing
cost and increase the marketing value of the firm. The research significance
also stemmed from the fact that, it sheds more light on the level of the
quality of accounting earnings disclosed in the financial reports of the public
share firms listed on Khartoum Stock Exchange. The study aimed primarily
to examine the correlation between the reasonable cost and the quality of
accounting earnings, in its various measurements. The research also aimed to
analyze the correlation between the financing cost and its effect on the
quality of accounting earnings and the increase of marketing value of the
firm. The study further aimed to know the appropriate financing structures to
increase earnings as well as to increase the value of the firm. To achieve the
research objective, the following research hypotheses have been tested: First
hypothesis: There is a direct correlation that is statistically significant
between the financing cost and the quality of accounting earnings, which in
turn divided into the following sub-hypotheses: There is a direct correlation
that is statistically significant between the cost of equity and the quality of
accounting earnings. There is a direct correlation that is statistically
significant between the borrowing cost and the quality of accounting
earnings. Second hypothesis: There is a direct correlation that is statistically
significant between the finance cost and the firm's value, which has in turn
been divided into the following sub-hypotheses: There is a direct correlation
that is statistically significant between the cost of equity and the marketing
value of the firm. There is a direct correlation that is statistically significant
between the borrowing cost and the marketing value of the firm. To put said
research hypotheses into effect, the research used the historical approach to
review the prior scholarly literature, the deductive approach to set the study
hypotheses, the inductive approach to test the hypotheses and the analytical
descriptive approach in the field study. The study has reached a number of
research findings the most significant of which are the following: The



research findings have proved that, the accountingearnings quality ratio
which is affected by the equity, in the finance cost, is statistically
insignificant. The study findings have also proved the fact that, the cost of
equity will lead to the increase of financing cost and the decrease of the
quality of accounting earnings. The research findings have further proved
that, the ratio by which accounting quality has been affected bythecost of
debt financing, is statistically insignificant. The study findings have also
proved the fact that, the earnings quality increases bythe cost of debt
financing. The research findings as well have proved that, the characteristics
of the accounting earnings, which have an effect on both cost of equity and
borrowing cost is the continuity of the accounting earnings. Based on this
fact, the continuity of the earnings is more significant to the investors for
decision making, if compared with the credibility of the accounting earnings.
Moreover, the research findings have proved that, the characteristics of the
accounting earnings measured by the accounting measurements have more
effect than the characteristics measured by the financial measurements. The
research then concluded with a set of recommendations, including the
following: The research fully recommended having more interest in the
accurate cost of each financing source, with special choice of such types of
sources which increase the earnings quality and the marketing value of the
firm, and to disclose the same in the statement of the financial position of the
firms, since it is the only criterion through which the extent of the financing
sources efficiency in achieving earnings for shareholders can be identified.
The study strongly recommended that, the assessors of the quality of the
accounting earnings should use more than one characteristic in measuring the
accounting earnings, in order to judge the extent of relevance and credibility
of the accounting information, where, the research findings have shown the
fact that, the quality of earnings varies according to the method used in the
measurement. The study particularly recommended conducting more
research studies, which deal with the measurement of earnings quality in
other sectors, such as banks and insurance firms.
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