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Abstract:

This study mainly aims to propose a model to predict the
financial failure of companies, in addition to other sub-objectives
such as: determining the nature and effects of the financial failure
of the companies, and the importance of predictable to prevent
financial failure or bankrupt companies.

Using both inductive and deductive approach, the re-
searchers conduct a field study was conducted through the distri-
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bution of questionnaires to a sample of (65) of financial manag-
ers, internal auditors, and external auditors. Also, an empirical
study on the number of (18) Saudi listed Companies represent
three sectors through their financial reports for the period from
2008 to 2012.. Data were analyzed using appropriate statistical
methods and their application through the program (SPSS).

The results showed that the reasons of financial failure are
related to: production, marketing, financial element, and the hu-
man element. Also, the study proposes an accounting model to
predict financial failure for companies dependent on the Altman
model.

The study recommends the Saudi Certified Public Ac-
countants Organization to issue an accounting standard for finan-
cial failure, as well as the need to apply the proposed accounting
model to various Saudi companies to find out the nature of what
is facing these companies of obstacles and difficulties, to try to
overcome and resolve them before that these companies are be-
ing stalled, bankruptcy or liquidation.

Key words: financial distress, financial failure, financial ratios,
prediction of financial distress .
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o il el Gl g S il Al O puitie Guad e (5 73 g
th LS el g ol Ll

Z=1.042 X; +0.427 X, + 0.461 X3 + 0.463 X, +
0.271 Xs

JO R
(el As ) il il 8 Z
Jsa¥) sl [ il pall s 2 LY il = X
el EV) sl [ ASL) 3 8s = X,
A gl el NI/ (B ) Jsail Aay e J eaYl) ALl J sVl = X
s Jaa) [ Gilaadl = Xy
Jsay) Jlaa) [ dgaiill = X
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O =0.407 X; + 0.603 X; + 1.43 X3 + 0.076 X, + 2.37 X5 + 1.83
Xe +0.285 X7+ 1.72 X5 + 0.521 Xq

O G
(Gl s ) il jundl 2 O
AS ) aaa = X
s sl [ @l 51 el = X,
sl sl [ daladl Jdl G4 5 = X3
A glaid) J el [ Aglaiall culel 3N = X,
(Jsa) Jaa) o 58 il 5NV ) G103 (V) dall 32 e = X
coSall QSN e Al 2k
Jsa) Jlaal [ 2l Y il = Xg
Ll BN sl [ eDlay) Jd Jasil) (e mslil) ol = X
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a5 (Jadll Barge s ol Ala B AL 58 Gia e ST H dad
eJad) e 3l Al 3 %AA ) el sl e ddle 5 508 3 sal 13
H score z3saill 128 o (3l
:(Sherrord, 1987) gigai —1/2/¥
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i) Om ddbas) AN I3 ADIe 2 5 Y tHyp sV o il (il
faaliadll i€ 580 (Z7) I Jzally sl 5 Altman g3 setd (X) Al ol
a8 cleliall 5 del 30 g Ualy 303 gadl

o9.



aa) G Ailaa) AVs I3 ADle 22 8 Y tHpy S el il
dealud) 1S, (Z)) I Jaally sall 5 Altman z3seid (X) bl ol
@) g Ualy A0 gad)
@aa) O Aliaa) AL 3 ADle a2 8 Y tHgg B e il il
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td Al dde g aaina — Y/
Ol 35— b Alnasall A0 gl S 32y Al ) psine ()5S
lagiul aay ) gl VY 8 ARG 5 A8 55 (V)19) Laaae Al g e
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rlilad) Jadad 8 Aaddiual) dpilany) < ) —¢ /¢
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Z=0.717 X;+0.847 X,+3.107 X3+0.420 X,+0.999
Xs
Osa¥) Alaa) [daladl Jlall Gl 5 Lila =X
Jsa¥) s [ clbaliayl s s saiaall # L Y1 =X,
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Jaa e ellyg i jall GlS 8 e A58 J9 Gl el Glaa 3
cAmn ! Jidaill e aY haea Allig (st uad) Agtel Alulull < s
o3 Jia dilad L sae < jsen (e 4l L ilasy) SPSS geali s alasinl aij
Multiple regression model, Multiple Lal 5 Junlaall DA (e cilid all
Al @l yatiall g il aaiad) o 28N 2 A linear regression model
Il LEaY) QS 5 canmiall il syl g3sat b Las
SR G e Gn ool dysiae JlaaY @l T-Test sl —
(Z" i) il il e X Gut ol Jalall 3yl
Al S8 bl S ailad e Cieill ANOVA Liial -
il uatiall 38 jaal elld g figall & yuiall bl Coefficients Lol —
U N O S
il o ie o Lad DAY da gy e ol Fojlasl —
d Al 4 ) gilii —o /¢
I G il il el g ¢l mall EDEN Ao il g il Asaa

H(A3a)) clelially del 30 ¢ Uad) Jo¥) o8l Gl jLad) il - /o /¢
= Sl gl e 51 all ey XAl Al ) da sl
WD) ol delua 3AK s ARl o) Ailanyl ANl aaty el 30 o Uad
VYl by ety lialdl s ) il gl aliay aslae pisal
Jolaall BLA (e il il y oJadd 38 58 VY Jlaill agie alaid 5 38 0
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L8le y Altman g gl (X) Al ) (YV)dsa
(Fe¥ e als ) i) aleliall g de) 3 glad & (Z :\.45\5) (Al sl

Sig. | T Sig. F Ade‘QJ?ted R? B | Beta ﬁ‘
098] I sla A8 (1) B A8,

0.011 ] 4214 | 0024 | 17759 | 0855 | 0907 | 3.422 | 1.074 [ X,
0.014 | 18422 | 0.001 | 1.180E3 | 0998 | 0.999 | -3.608 | -643 | X,
o) 3 cisal) A (Y) by AS
0.000 | 31.206 | 0.000 | 973.825 | 0996 | 0.997 | 1.132 | 0998 | X,
Alandl La gad) A, () ad A8
0.002 | 3111 | 0002 | 98251 | 0960 | 0970 [ -870 [ 0985 | X,

Y ey Gl Jsaall (he

agll) Z e & sl e (Adjusted R?) %85.5 o :(V) by As il

Heal/aalnd)h 358a) Xy 8 il aa (Sl el (e b el
s %99.8 ruas Xy & Ll Y Xy dad 5l Canl 13 W (il Y
%5 1 ic (g9 taa 59 X, Xgdad A il ) an 7 Aad S il
Ak sl Y Al 058 s «(SigT.= 0.014, Sig.F.= 0.024)
il Gy A el g patll JS8 5S55 X (B A Xy o A8,
toa Xy 9 X sl &l puiall g Z a0l

Z'=3.422 +1.074 X, - 0.643

X+ e

Y s X g b Ak alall o 0 das sl Beta <lelas of Laadly

Al el o A ey LY X O le Ao AR ) e ALl
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Son Z A e ot ) A5l Xy e 1(Y) RS,

Y05 1 e (g5 ira g9 Xy S owdll N Z 8 el e %99.6 as

il s Z ol il G Ao shall A8l il el IS5 (55
sn Xy Jiial)

Z'=1.132+0.998 X, +e
el Gy bl VY Jlea e busal (3 sin dpass dpaal 55 10

Z dad i Lok i e
il Sn Z Aad e il sl ga Xy ey 3(F) ad) A8,
iad e oSsalls ot ol W isall Jalsall 3L g (R?) %97 oyl
zis—all J$ 5 Gy Si5 %05 2 ie s sina sa 5 ((Adjusted R%) %96 iy Z
Xy Sl Luiall g Z ol piciall O Jifiaaal) 8 Gpajhll 380l sl
P8

Z'=-0.870 + 0.985 X, + e
ol SV Jleay redloall (8 gia ds daal 2S5 13
A Jiailly LB 3 Altman gzasall (X) Alall caudl) as (VA) Jgaa
(Reoctals yd) de) 3 plhdy (Z dad)

. 1
Adjusted | o B beta sidal

Sig. T Sig. F R )

age) 3 pamall) ;\Sﬁ(i)éJ;\Sﬂ\

0.002 | 10236 | 0.002 | 10478 | 0963 | 0972 | -891 | 0.986 | X,

A A8y (0) b Syl

0023 | 4403 | 0023 | 18520 | 0814 | 0861 | 1.468 | 0.928 | X,

M&\@Jmeh}!kwa&ﬂ(ﬂ)@éJ:\Sﬂ\

0.005 | 14.382 | 0.021 19.567 0.823 0.867 | 0.873 | 0.809 X4

0.022 | 6.699 0.006 | 175.288 0.989 0.994 | 1.490 | 0.377 Xs
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t Y ey il Jgaall (ha

oofl fly Cun Z Aad o ot ) Sigall Xy iy () ady A8,
= ol Va0 Z Aed 4 ) (e %96.3 o T Z ded 3 %96.3
Aokl ALl csuladll zagaill IS5 05Sh5 905 dic (5 sixa 585 Xy Aas
ton Xy Jtiuall juaiall g Zall) uatiel) o
Z'=-0.891 + 0.986 X, +e

g Ly cclal N1 Jaay Onealuadd) (38a dus dpaa] S5 120
S S ¢ sS dal) dll cal ) LS gl o ) a8 Lk

%81.3 an3 Cus Z Aad e oud N 5l X; ey 3(0) by AS
O—Sas %05 1de (ssine sas Xy (F il (a7 dad d il e
ton Xydtuall juaiall g Z adlill juaiall o 350 ylall A8Dall sulaall 3 gl
Z'=1.648+0.928 X, + e

Foal (I Il Gl 5 ila ds o B3k A asa e Ju 1
Xy o Sl Gl |yl A1 ddl o el 5y . Z Ry V)
o ot Apudll @l Gl LS5 o Jgaa) lea) [ Jaladl QU (5 A
Lelia Wbl 58 o) sl 300 Alaid (asd DA (g o Jlal 4S50
Lol ool g kil @l s 8L e el et QW Gl o 50 Jaxe o

40 %82.3 aay Z Aad & will o Jgaall 8 seday 1(1) aby AS
sl LB ) Xy a8 el il Canal 13 WX dad A el )
Aa b il a5 Z Aad G il (e %098.9 muaid Z dad o Xs
O Ao phal) AN ulsall Z3gaill (56K %05 die (g 5ina 98 3 X5, X4
st X5, Xy Aiisall il yuidl) 5 Z ool i)
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Z'=0.873+0.809 X, + 0.377 X

+e

A Sy il EVT [ Gpedlaad) Bsia e JS Al dpeal K5 128

-

Omend Gaetlusall 3 gia A ) WS (ol (Jgal¥) [ el
ML S ) i e Cpun g ) A il el il LS IS
Sl Lgiidle g Altman g dgadl (X)4Adlal) queadl) i :(19) Jgaa

(3 AV als i )ae) 3 gy (Z Aagd) Al

] y
Sig. | T Sig. F Adjusted | g2 B | Beta | ~
Jiteal)
L) 30 dadill ol g5 48y (V) B AS )

0.004 [ 15.562 | 0.020 [ 20.76 0.832 [ 0.874 [ 0.335 | 1.091 | X,
0.033 ] 3.384 [ 0.008 | 121.753 0.984 | 0.992 | 0.647 | 0377 | Xs
Agaiill o e A8y (A) ad AS 0
0.000 | 28.214 [ 0.000 [ 796.016 | 0.995 | 0.996 | -.845 | 0.998 | X,
Yﬁuhw(ﬂ)eﬁJ:\Sﬂ\

0.002 | 10.088 | 0.002 | 101.774 | 0.962 | 0.971 | -167 | 0.986 | X

i a5 sy el TV leal Gaealuod) §sia disalyy of X5 138 g

f V) oy Gaball Jgaall (pe
A el s Z Al 8 el (e %83.2 of 3(V) ady AS
s Xy Aad 8 Ll Y Xg e ) Ll i 1y U (X,
S s—ira s—b g Xgs Xg dea A 53ill dra o Z dad (& il (0 %084
Zoo ) sl oy &0 phall A0 suladll 3 el JSG 5 K5 %5 2ie
Ps Xy 9 Xg Al il jpxiall

Z"=0.335 +1.091 X, + 0.377

Xz +e

sel e cans «Jsma¥) I 2LV A Liad s o Jlall L ga Gy 5 4S5
cbd) Gdatll o) ja) aie Glly
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o= ol Va0 Z dad G sl (e %995 (o 1(A) Al AS
O Aokl Bl sl Zasaill 505 %05 die (5 5ime 58 5 Xjdai
t o Xy Jiall i) g Z alil) il
Z"=-0.845+0.998 X, + e

rie clyglhaall Jaay graabiadl 3gia daws Bl o x5 10
Sl o 8ol cpnt Ll pealiall Gsia <l 3 LK A8 5al Ll Jidas)
A8yl

o &a Z Aad e i ) Sisd) e Xg ey 1() )y A4Sy
S ann Z dad bl 0 %962 o) ol Z Al 109696.2 2S5l b L3k
05835 (Sig.T=0.002, Sig.F=0.002) %5 xic (5 sixs s 5 X5 G & il
X5 Jiiasall yuiall g Z ool yuiall o Ao plall AN laall 73 salll US4
P sh

Z"=-0.167 +0.986 X5 +e
pia s «Jlaill die Jgua¥)  Jeal/clagd) dps dpaal o x5 120 g
iy Lgilane il 55 G 1l Y1 Jalall o bl e 38,0
Z A Lgae S g oYY Y=Y 0 A) A el G i (PIA a8y
Al il gidde g Altman g dsall (X)Ailall ceud auli 3(Y+) Jgan
(VYN Y clspd)de) )5l gy (Z dagd)

Adjusted | o B beta | 2

R Jiiasal)
Apaltl &8, 35,0 (1) o 38,0

0.004 | 7.905 | 0.004 | 62485 | 0939 | 0954 | 2.235 | 0977 | X,
A3 ciladial) A8y (1Y) A8, As il

0.001 | 30.753 | 0.009 | 36.552 0.899 | 0.924 | 0.669 | 0.645 | X,

0.002 | 19.977 | 0.000 | 2.634E3 | 0.999 1 [ 1316 | 0419 | X,

Sig. T Sig. F
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el 0 Apaiall Ltk gl 4S80 (1Y) 3 48y
0.002 | 23.599 | 0.001 | 133.590 0.971 0.971 | -1.105 | 0.885 | X,
0.043 | 4.688 | 0.002 | 544.763 0.996 0.996 | 0.998 | 0.176 | Xs
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Xy, Akl il il § Z ool sl G Ay plal) A0 slad) 3 sl
1o Xy

Z"=0.669 + 0.645 X,+ 0.419 X,
+e
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& 5845 (Sig.T=0.043, Sig.F=0.002) %5 xic (5 size 98 5 <X3,X5 dasd
@tﬂ\ el g X3, X5 Adftall il yuaiall u dua jhall 48Nl ‘;Lw\AA.“ Gly@.ﬂ\
: 58 Sliss Z

N

Z'=-1.105 + 0.885 X; + 0.176
Xs + €
sl paas Sl Al ) 3l g lad @l il laal) Jdaill DA (e
(il ma) AV 3 LS Sy S JL llyy L el 1k st
t Y Jsaall b dcl 3l gl il Gadl oSy
de) 30 plall dlaay) Juladl) ailil (andli (YY) Jgaa
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Qi | g iy A sy
4arl A Jiaal) aial) PACHN L LN
il | Z Aad b il iy

v o0 Jsa¥) (Maa) /dalad) Jlad) Gl y X
Y AR Jdsa¥) laal/cllaliay) 5 8 jaiaal) zL Y X,
Y VYV Jaa¥) Alaal/cui) pal) g a0 i) S8 zL Y X3
\ VYAV Tt F Yo el N Alaa) /omatlanal) (3 sha X,
Y .M Jdaa¥) Maa) /clasal) X5

(O YA 58 (9 ealaall z3seill 58 Galadl Jsaall DA 5
Z'= B +beta Xy+beta X; + € :z3saill ) o8, 38 a0 -
Z'= B +beta X, + € iz dsaill YeYefeA o3, Sl -
Z'= B +beta X; +e iz iselll © a3, 48,50 -

3 A58 IS Al 2 padl g el 30 lady Galall Joaall (ge &35 H6 ) Jbeta , B s Al g Nl Guda 2 (V)
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Z'= B +beta Xy +beta Xs +€ :z3saill 1 8, 4S8l -

Z'= B +beta Xy +beta Xs +€ :z3saill V o8, 38 8l -
Z'=B +beta X5 + € :zdsaill 4 4538 50 —

Z'= B +beta X, + € :zisaill Vo a8, A8 5l -

Z'= B +beta X, +beta Xy + & Aaleall (585 1) o8, 48,38 -
Z'= B +heta X + € Aalaall (55 VY 2, 48,20 -

2ot e gL Aall oSa  AlaaY) Jalasll dsbal)l Jglaall BIS ey
Sl e Al Z Aed) Ll Jdll b (X Al ) el <Y1l
Gsin oY a5 (I i Al 8 Xy Cusedag ddel 3l g i 3 ellig (L
Uiy il o) el g alall 13gd 38500 1 5 218 DA it aealuasdl)
¥l clad) of o ANV elld g Al A5 pall 8 X, 5 Xps X ela
Il il A i i sl Ty el Bgin 3 Aledll 3 ana LIS
sl sy Jalall

Hop paall (it Js¥1 o il il daia pie ey Gas Lo o gun
5l 5 Altman z3sai (X) e saa) G ddilaa] AYY I3 3D 12 g Y
Gleliallg el ;3 g lday 40 52l daalusall @lS 5 (Z27) Il sl
s Ailan) AN @3 ADe 2 8" Hyy diadl ol Jadh L5 aglaal
dealdll S al (Z7) I filly sl 5 Altman z3sei (X) s saa)
s ol z3saill (55855 AN Gleliall g de) )30 @ Ualy 40 gand)
feh LS bl fanly 5ill sl g
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r(@aldll g Uad) AN o 4N (a AN Lad) milii Y e/t

o (Zied) I Sl 3 1,ah AU X A Al ) Jea sl
Sl gaill pelony aulae rigai 3 A b A2lua 30K, Golidl ¢ Uk
O gl cul€ g (@l b V) @atidll ¢ Uad bl Jalaty lalll A8 ¢ )
Y Jsaall Dl

@ (Z 4ad) S il iddle g Altman g iged (X) Adlal cued) 3(YY) Joia

(BaLdY g lUad
. :»‘
Sig. T Sig. F Adjusted | g B | Beta | °
R Jiisal)
(1) p ds,ad
0.004 | 142.456 | 0.009 | 35.624 0896 | 0922 | -046 | 0830 | X,
0.021 | 29.817 | 0.005 | 206620 | 0.990 | 0.995 | 0580 | 0300 | Xs
(¥) o ds,a
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