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Abstract

This study aimed to try to find a way to prediat tdvanced stages of financial failure in Induktraporations
listed on the Amman Stock Exchange (ASE), andllyanheasuring the level of the conservatism the @atitog
abide by these companies, and by knowing whetheretlwas a relationship between the Accounting
Conservatism and forecasting financial failure.athieve these results, the researchers used nitakal,(1997)

to measure the Accounting Conservatism, and modliéghméan and mccough, 1995) to predict the financial
failure, was the use of multiple linear regressioadel to test the hypotheses of the study andfgl#ne
relationship between them.

The study sample included industrial companiegdisin the ASE and the number of (74), were exclyddy
company due to lack of information, to become theagle used in the study sample (60) company, andglu
the period from 2008 to 2012), and came resulthefstudy are consistent with several previousistubdave
shown that industrial companies listed on the Ami8totk Exchange is committed to an acceptable degfre
Accounting Conservatism, and that there is an impéat¢he Accounting Conservatism to predict theafigial
failure of those companies, and the findings afsdicated that there is a relationship medium betwibe
Accounting Conservatism, forecasting financialufesl.

1. Introduction

For Accounting Conservatism impact on accountinfprimation, which is reflected in turn on investment
decisions, has led to growing research that batbheservative accounting significantly, especiatiythie last
decade because it has a significant impact onpheoariateness of the accounting information cawdiin the
financial statements and sincerity, and there averal reasons led to the attention of researatmrservative
accounting Notable among these is the need foniahstatements that are more conservative to reatethat
management practices profit in the financial repaat well as to the increasing controversy abfmutise of fair
value in the valuation of assets, which refershie need to disclose during the making investmenisias
(Hamdan, 2011, p70). One of the most dangerous grhena that can be exposed to the property is a
phenomenon of financial failure and return to intdrand external reasons, share together or uyigoiédad the
entity into bankruptcy and liquidation, and the miagportant internal causes are poor managemedt|aak of
optimal use of available resources, and lack oitiefit operational policies of various such policigales,
pricing, production, and total reliance on souroédunding for borrowers as a basis to fund invesita in
assets, and the lack of efficient management eksalthe collection of receivables from salesregwand other,
which is reflected in the size of the profits, k¢ most important external conditions are represkby the
circumstances surrounding economic environmenh®facility, and the environment competitive, ahd tack
of funding sources to make the necessary expansamisspecialized studies and research in thissstibjas
suggested that the main factor in the occurrenamlof failure phenomenon but it is bad manageméuibdidi,
2011, p307).

When talking about the last global event in thaifficial failure of which appeared during the glofdadncial
crisis in a year (2008), where a lot of peopleriested financial crisis fail to mention relationskccounting
financial analysis where that policy Accounting Gervatism directly affect the preparation of finahc
statements, and can not be accessed transparbacgistliosure that the Securities Commission i&isgeto
compel companies to apply under ignore importaiteria such as the conservatism of accounting. gbhu
2009, p116). The research aims to link the Accagn@onservatism and financial indicators to preféittire in
industrial companies listed on the Amman Stock BExge. Because the process of making financial idesis
are accompanied by risks, and that there are noagtees among decision makers, that may expose tinem
bankruptcy, hence the Accounting Conservatism resltite element of risk, and the risk of bankrupbegause

it supports the cash flows resulting from the reituncof excessive investment, and reduce the figinges, and
avoid losses (Gary, et al., 2013).
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1.1 The problem of the study :

The failure of the financial risks that threatem ttontinuity of companies, leading to a halt esshleld for

conduct of their business, because of its inabibtypay its obligations on them, and thus exit friiv@ market.

Most studies have focused on finding and reseayols tfrom which to predict the financial failurefoee it

occurs sufficiently in advance to find appropriatdutions, and avoid falling losses (Moses et @2 p127).

This study seeks to clarify whether there is adraf the Accounting Conservatism to predict finahfailure in

Industrial Corporations listed on the Amman Stockliange, in order to help the administration avialting

into the failure, and try to be addressed befohajitpens, and that is reflected in turn on theeakegf disclosure

in the financial statements that the base impoitdatmation to decision makers within the facilignd outside,

as well as the degree of knowledge that the coatiem abide by these companies, and the problahedftudy

are summarized by answering the following questions

1- What is the degree of accounting, which is commitie the conservatism by industrial companies & th
ASE ?

2- Does the Accounting Conservatism to predict fimarfailure ?

The second question isderived from the following two questions :

A. Is there an impact on the profits of financiadliicators to predict failure ?

B. Is there a trace of the earning per share ofiriaecial indicators to predict failure?

1-2 Objectives of the study :

The main objective of this study is to clarify tefect of the Accounting Conservatism to predie fimancial

failure, and measure the degree of the conservatidich is committed by industrial companies listadthe

Amman Stock Exchange, by clarifying the concephatounting Conservatism and its standards, andhyclie

concept of financial failure and its importanced aa clarify whether there is any impact betwees ¢élements

of the Accounting Conservatism, and financial ildiics to predict failure.

2. The methodology of the study :

Been using descriptive analytical method for thalgsis of data industrial companies listed on therman
Stock Exchange to determine the level of the ActiagnConservatism in these companies, and clahify t
impact of the Accounting Conservatism to predia fimancial failure, using the program spss to ya®lthe
study data, and test hypotheses to arrive at thdtse

2.1 Model study

:Em e Independent variable

Forecasting financial

Indicators to predict Conservatism
accounting
The ratio of net working
capital to total ‘
Profits

The ratio of net profit before

interest and tax to total assets

Ratio of shareholders equity at EARNING PER SHARE

market value to total liabilities

(Figure 1) model study

2.2 Hypotheses of the study :
Hol: shall not be required for industrial compariisted on the Amman Stock Exchange acceptablecgegf
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conservatism .

Ho2: No effect of the conservatism in the accountinedictability of financial failure in industrimlompanies
listed on the Amman Stock Exchange.

The main hypothesis derived from the second tHewviahg sub-hypotheses :

Ho21: There is no impact on profits for the indaratto predict financial failure .

Ho22: There is no impact on the earning per sharie indicators to predict financial failure.

2.3 Sample:

The study population consists of all industrial gamies listed on the Amman Stock Exchange, sampéee
taken from these companies and number (74), warleded (14) companies to non-availability of infation,
and thus study sample consisted of (60) companies.

2.4 Method of data processing:

Model was used (Basu, 1997) to measure the levéhefAccounting Conservatism for industrial comeani
listed on the Amman Stock Exchange through theofacaffecting the degree of conservatism using the
accounting measure of the relationship betweerirggsand stock returns through the following ecprati
Where :

Xit / Pit-1: the ratio of earnings per share foe facility i in year t to the share price at theginaing of the fiscal
year .

Rit: Earnings per share for the company i betwberbeginning of the period and the end of the ffigear t .
RDit: dummy variable equal to one if the yield wegative, and zero in the other cases .

Rit x RDit: Interactive variable consists of mulgiing the return on the share price of the facjlipreal. The
regression coefficientflrefers to the ratio of the response to bad newsespond to the good news, as it
represents the positive laboratory that the firgrstatements are conservative. (Shtiwi, p 600.2010

The model is used (et al., 1995 ALTMAN) to prediciancial failure, a quantitative model is alsoledlthe
model discriminant analysis was developed in sév&tadies by Altman that were reached its curremnf
where this model evaluates each of liquidity, antivdy And profitability and the extent of adopticof the
treaty on external sources of funding (borrowing)finance its investments Where he was able (ALTMAN
using the method of statistical analysis of disanation to put this model according to the follogiaquation:
Z.score = 3.25+ 6.56X1 + 3.26X2 + 6.72X3 + 1.05X4

Where :

Z: Guide index continuity or not .

X: expressing financial ratios referred to in thedal.

Was given the ratio of financial code (X) as shawthe following form:

Financial ratio Code
The ratio of net working capital to total assets X1
The ratio of the balance of retained earnings tal tssets X2
The ratio of net profit before interest and tax [EBo total assets X3
The ratio of the market value of shareholders'tgguitotal liabilities X4

Table (1) the percentages used in the study
Reach (Altman) to the following results :
1- Whether or increased the value of Z in the iigcibr 2.99, this facility is successful and akbdecontinuity .
2- If the value of Z is less than 1.81, the propevithin the facility failed to weak financial perfimance and do
not have the ability to continuity .
3-If the value of Z is greater than 1.81 and l&éss1t2.99, it is difficult to judge the financialnfrmance of this
property, located within the gray area, or Blurl-Zabaidi, 2011,p346).

3. Theoretical framework :

3-1 The concept of Accounting Conservatism

Accounting Conservatism or the so-called principlecaution, he knew that reaction warned of unéettato
try to ensure that uncertainty and risks inherenttie business activities have been taken into uattco
sufficiently (FASB2006, NO2).The International Aeotding Standards Board (IASB, 2006) has pointectioait
the Accounting Conservatism means caution or coaism when preparing financial statements, andnsea
exaggeration when assessing income, or assetgsessanent obligations, and expenditures undervahsesd
stated many researchers as previously stated Atioguonservatism on it accounting principles where
indicated (Sterling) to that principle, the modtuential in the evaluation of accounting, whereytfare invoked
in conditions of uncertainty to the preference ofme roads, or standards, or alternative estimatesnw
preparing the financial statements( Schroeder émek®, 2006, p 198). such as the application mefoally in

- first out of the way the first in - first out whecalculating the cost of goods sold, or the apgilbm of the rule
of cost or market, whichever is less, and others.
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3-1-1 Accounting policies conservatism :
The policy underlying the conservatism in the aetimg approach reflects the general attitude of the
accountant, including for cases of uncertainty ipractical manner, preferably processors to thélpros of
accounting as follows :
First: the measurement on the income statement :

1- Measure of income, and gains at least values ,eafdrro postpone recognized early .

2- Measuring expenses, and losses at their highest .

3- Measuring net income between the value of the miminpossible values (Hanan 0.2013, p237) .
Second: the measurement on the balance sheet :

1- Measuring net asset value of at least betweepdhsible values .

2- Measurement of liabilities carried at the top a&f tetween the possible values .

3- To measure the equity values of the least anmtlomgossible values (Obaidat .2004, p88).
3-1-2 Types of Accounting Conservatism :
The first type is conditional conservatism, a latlsymmetry in the timing of recognition, the reodgn of any
more bad news than good news for profits. In ottands is to accelerate the recognition of lossegertitan the
recognition of the profits, and is also called thecounting Conservatism for the income statemend, the
conservatism of accounting after the event, whaeearmpact on the profitability of the business, #mgir market
value, and earnings per share .
The second type is the unconditional Accounting $eovatism, disclosure and mean values of the etasat
least, or at least recognition of the values ofitgqit is also called the conservatism of accougtprior to the
event and Accounting Conservatism balance shesiarg 2009, p22).
3-1-3 The effect of the Accounting Conservatism to predict financial failure:
The prediction of financial failure be based ontdaor indicators, or information current or praxdounderlying
financial analysts in predicting the developmentewiterprise future, and the possibility of contiguin
achieving the desired objectives, and plannedhi$ prediction is based on factual information ammt
misleading, and represents the real situation efdkility, the future predictions are more accerathere users
need internal and external management and shambpltteditors and investors expecting to credtistarical
picture about the cash inflows and outflows, asl\asl determine the size of liquidity, and convenermf
financial which are useful for the analysis of sma of funds, and their uses, and the commitments a
resources established , and the changes that ltavered in previous periods to predict what will ibethe
future period, and the proportion of these expamtatand check the size of the risks surroundirgngh .2013,
p59). That the high level of Accounting Conservatigads to increase the quality of financial reppgrivhere
makes the information contained in these reporteemealistic, and not misleading to its users, igntherefore
reflected in the decisions of the users of thigrimfation, and the relationship of the Accountingh€grvatism
financial failure has been the study (Poorzama®i,32 64) study of the relationship between the Aating
Conservatism, and model Altman (ALTMAN) where thtady found that the Accounting Conservatism ineers
relationship with the risk of bankruptcy, and thigans that the Accounting Conservatism reducesigkeof
bankruptcy future by improving the accuracy of fasts of financial analysts that are based on dhctu
information. And Accounting Conservatism supporstt outflows resulting from the reduction of exoess
investment and reduce the risk of changes, andvtidaeconomic losses and reduce the asymmetry in
information, Where he was Financial Accounting 8tads Board Accounting Conservatism that reaction
warned to ensure there is no absolute truth irhitiden dangers in the conditions of daily work tlestd to the
reduction of the risk of bankruptcy of the faciliynd offer theoretical previous studies that addeel the issue
of conservatism of accounting, and its impact oa thformation provided in financial reports, ance th
relationship of the Accounting Conservatism finahgailure illustrated the significant impact okticcounting
Conservatism on the information provided in theafioial reports, the bottom so that the more corauhito
established policy of Accounting Conservatism, th&ls to Information more realistic, And refldue financial
status of the facility, and thus improve the accyraf analysts' expectations, the financial sitwawf the future
of the facility, and help management also whethstaldished at the stage of failure financially, nay be
exposed to the failure of the financial in the fetto try and plan to avoid falling into it .
3-2 Concept of financial failure :
Financial failure of dangerous phenomena that naag fstablished, and in different stages may biagihe
establishment phase, or in the growth phase, csperity, it prevents the achievement of establistoedan
adequate return on invested resources, and maxthezealue of the business, and this is linkedvm factors,
the first is the size of the return expected frguerational activity, and the degree of risk inhéterthis return,
and the inability to repay, and therefore the samgpof activity, and the inability of the entity ¢ontinue, and
that the ability of the entity to the continuitysasiated with the safety of the financial indicattrat reflect the
performance efficiency of the facility, which igliidity, activity, and indebtedness, and profitiil(Othman,
2013, p455).
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3-2-1 Risk of lack of liquidity :

Financial management that gives great importamdbe level of liquidity in the business, becaussgaificant
increase in operating profit alone does not proproperty from the risk of lack of liquidity, andhe large
increase in the degree of liquidity does not priotee facility from the risks of a significant drap operating
profit, so it does not need from budget accuratevéen the goals of liquidity and profitability, bfdr the lack
of liquidity risk large compared with the increasaerms arise because of the inability of thelfycio provide
the necessary funds, or non-possession of liqusdtasor assets that can be converted into casimvetshort
period of time, and also arise for lack of appragribetween dates maturities of assets and liabjliand the
lack of follow-up deviations between flow Monetagyrrent and projected because of excessive expaisio
investment in fixed assets, or because of the ssdiom dates of repayment on the dates of collectipdue to
the expansion in the granting of trade credit atheip where a shortage of liquidity to the defestablished in
repayment obligations short-term schedule, andraatation, and this is what has lead establishexksort to
other ways to make up the shortfall in liquiditpdagoing their daily activities by borrowing, ortissuance of
bonds, thus increasing the risk is greater, bectagskty will bear the cost of larger pay interast the loans,
and the probability of failure the possibility afpayment of these loans in a timely manner, as agelack of
liquidity leads to the loss of investment opporti@s, and missed opportunities for cash discouritsnawou
buy, and the loss of the entity's ability to sefl credit liquidation of certain investments, andeds at an
inconvenient time. (Shawawrah, 2013, p50). Alltedde reasons, whether individually or combinedentuld
lead to financial hardship may not be exceededultimiately lead to the failure of the facility aedit from the
market.

3-2-2- The effect of liquidity on the continuity established

Continuity is one of the hypotheses of accountipre the continuity established means the enttyility to
achieve its objectives, and thus continuing thedoeh of their business, which is so unlike the egmtcof
financial failure, which means there is continuiggtablished and exit from the market, and the anpéthe
controversy revolves around the possibility of sluglitor in reporting failure financial, the Boarfistandards of
the International Auditing (IAASB) issued the Imational Standard on Auditing (ISA) No. (570) fdret
imposition of continuity, where necessary this ded examination of the continuity established ¢tedmine
the extent of its ability to continuity, and by piding guidance on the responsibility of the auditehen
auditing reports Finance relating to the impositdrcontinuity.

4 Results

4-1 Test Multicollinearity:

To test the independence of each variable of thlepandent variables, was tested data independeables to
make sure they are free of the phenomenon linkiphellinear, by the method of factor amplifying tbentrast
(Variance Inflationary Factor) (VIF), was to extrdlce value of VIF to test whether there is an agbetween
the independent variables in each of the hypothfsstsand second, where if the value is less t#h (5%),

this indicates the absence of any Multicolleniafitgk of overlap between the variables so as tarenthat the
affected variable on another variable

;I'his is illustrated by the following table:

. collinearity Statistics

Independent variables Tolerance VIF
RDy 0.559 1.788
Ri 0.838 1.193
R XRDy 0.566 1.768

Table (2) test the extent of overlap between tdependent variables

Where the coefficient values amplify the contragh=] for all variables less than (10) and betwe&rl93
1.788), and that the test values variation alloWBderance) ranged between (0.559 _ 0.556), arglishan
indication of the lack of correlation high betweeariables independent (Multicollinearity).

4-2 Test Link interoperability Autocorrelation

Test was used Test Durbin Watson (D.W) and testeldigm link nested in the first hypothesis by shayihat
the value of (D.W) are statistically significantthe level (0.05 =) in terms of (1.528) for the premise of the
first, and according to the decision rule it if redue of (D.W) less than or equal to (5), this nefiee from the
problem of the link variables interoperability, asditable for the measurement of variables, arsthdtws the
table number (3). (Joudeh, 2009, p224).
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Table (3) test the correlation of the independemitablesM odel Summary

Adjusted R
Square

Std. Error of the Estimate

b

Durbin-Watson

1.528

4-3 Test Results hypotheses :
1- The first major hypothesis :

Hol: Hol: shall not be required for industrial camjes listed on the Amman Stock Exchange acceptable
degree of conservatism.
| have been using the test Multiple Linear Reges$d test whether industrial companies listedfenAmman
Stock Exchange is committed to conservative acaogintwhich measures the test more than independent
variable on the dependent variable, and using tbdem(Basu, 1997), which depends on the relatignshi
between earnings and stock returns, where wereumeshsesponse rate additional bad news compardutheét
good news through regression coefficignwhich reflects the changing interactive Rit x RDihere the sample
uses stock returns a reference to the nature afdhs, if the stock returns is positive, it indesato news good,
and if it returns the stock is negative, it refershe bad news, and according to the decision rule

Table (4) multiple linear regression testifilge results of thefirst major test the hypothesis

Thelevel of

significance

F F
tabular calculated

0.000

2.60 26.911

Regresgion

Table (5) the value of (F) calculated statisticalignificant at the level of moral

Coefficient of
deter minationr?

correlation
coefficient
r

The level of
significance

T
calculated

Independent
variables

0.217

0.466

.000

12.509

constant

.000

-6.287

RDit

121

1.556

Rit

.827

-.219

Rit X RDit

From the test results of multiple regression (TabJeshows that the value of (F) calculated statdity
significant at the level of moral (0.05¢f amounted to (26.911), the largest of Tabulatddeyaand according to
the decision rule first rejects the hypothesis (Hicplculated value greater than the tabular vadunel accept the
hypothesis (Ha), and according to the decision seleond, if the value of the moral (Sig) less tf@05), it
rejects the hypothesis nihilism (Ho) and acceptahernative hypothesis (Ha), and table (7 ) shives the
value of (Sig) are statistically significant forségnificance level (0.05 =) is (0.000), and this means that
industrial companies listed on the Amman Stock Exge is committed to an acceptable degree of Adoaun
Conservatism, and is a relationship medium univBrsalue amounted to (0.446) and the value of R@uated
to (0.217), where the measure value (R) strengtthefrelationship between two variables quantigjdf, and
the relationship is the amount of (strong) if tledue of (R) above (0.60) and considered weak ¢ than (0.30),
but if the (0.30 - 0.60), the relationship is mader (Quality, 2009, p223). This result is consist@ith the
study (Smara, 2009), which found that industriahpanies listed on the Amman Stock Exchange folldvigh
level of Accounting Conservatism, where researclised the model (Basu, 1997) to predict the levahe
Accounting Conservatism. This result does not agyigle the study (Hamdan, 2011), which reached alxel
of Accounting Conservatism in industrial compariieted on the Amman Stock Exchange, where resegche
used a measure of the proportion of the total dogbe overall profits, and are also consistentvaitstudy
(Hamdan, 2012), who used two methods to predictetird of the Accounting Conservatism terms usethoed
of dues normal, and the method of percentage ok vatue to market value, which could not researsher
prove that industrial companies listed on the Amraock Exchange is committed to an acceptable lefel
Accounting Conservatism in two ways, and so thesepanies do not adhere to an acceptable level of
conservatism.

1- The second major hypothesis :
Ho2: No effect of the conservatism in the accounfimedictability of financial failure in industrimlompanies
listed on the Amman Stock Exchange.

14



Research Journal of Finance and Accounting www.iiste.org
ISSN 2222-1697 (Paper) ISSN 2222-2847 (Online) *-l-,i,l
\Vol.5, No.21, 2014 IIS E

The aim of this thesis is to find out if there idrace of the Accounting Conservatism to prediet financial
failure, and to achieve this goal have been usdtptaulinear regression testing
- Theresults of the second major test the hypothesis:
Table (6) multiple regression test

The level of
significance
0.000 32.614

F calculated

The results of the computer in the table (6) thw value of F calculated statistically significaatt the
significance level (0.05 &) in terms of (32.614) and this value is greatantthe tabular value, which amounted
to (2.37), and depending on the decision rule tejéee premise of nihilism (Ho) If the value of &aulated is
greater than Tabulated value, and based on thétsese reject the hypothesis nihilism (Ho), andeqt the
alternative hypothesis (Ha), and value (Sig) aaistically significant at the significance levél.Q5 =a) in
terms of (0.000), and according to the decisiom itlif the value of (Sig) is less than (0.05), vegect the
hypothesis nihilism (Ho), and accept the altermatiypothesis (Ha), and thus these results mearthibia is an
impact of the Accounting Conservatism to prediogficial failure in industrial companies listed te tASE,
and these results are consistent with previousestushich concluded that the Accounting Conserwatiglps
in accurate predictions of the future, including frediction by established financial, and profitsjuding the
entity's ability to make a profit, and thus theliédto predict about the entity's ability to camtity or not, where
are consistent the result with the findings of #tady (Poorzmani, 2013), which discuss the relatigm
Accounting Conservatism prediction of financialldag, using a model (Basu, 1997) and his relatigmslith
the model (Altman) to predict financial failure,cathe findings of this study that there is an iseerelationship
to the Accounting Conservatism for the risk of bapitcy, where it reduces the risk of bankruptcyesth
findings are consistent also with the result (Hamd2010), which discuss the factors affecting thgrde of
Accounting Conservatism when preparing financiatesnents using the model (Basu, 1997), and cond|trad
the Accounting Conservatism increases the abilitthe information contained in the reports finahdigture
predictions, and agree this study with the studyniad, 2011), who used the proportion of book védumarket
value of the net assets of the company to mealeré¢counting Conservatism, and concluded thathtgk
level of Accounting Conservatism increases theibily of the financial statements, and improve tccuracy
of forecasts of financial analysts in the fore¢hstfuture of the financial situation of the fatyili
4.4 The results of testing Sub-hypotheses :
1- The first sub-hypothesis :
Ho21: There is no impact on profits for the indaratto predict financial failure.
Table (7) the results of the first sub-test thedilipsis
constant B R2 R Thelevel of significance T tabular T calculated
0.012 0.064 | 0.015 | 0.122 0.035 -1.96 -2.113

Was used deviation simple and describes the resuttee computer that the value of (T calculatec413) is
greater than Tabulated value (-1.96), and deperaingpe base the decision to accept the hypotkidsisif the
calculated value is less than tabular value andahvadue (SIG) greater than (0.05), and we refeethtypothesis
(Ho) if the calculated value greater than the tabwlalue. And moral value (SIG) is less than (0.0&&
hypothesis nihilism (Ho) and accept the alternatiypothesis (Ha), and This means that there ististtally
significant effect of return on the stock on thaligators to predict financial failure, and consgighe
relationship is weak universe (R = 0.122) and \deiandependent crosses (0.015) of the variatiothin
dependent variable.
1- test results of the second sub-hypothesis :
Ho22: There is no impact on the earning per shart® indicators to predict financial failure
Table (8) the results of the second test the Splotinesis
constant B R2 R Thelevel of significance T tabular T calculated
0.006 0.042 | 0.133 | 0.365 0.000 1.97 6.712
By the results of the computer, we find that théueaof (T calculated = 6.712) greater than Tabdlatalue
(1.96), and depending on the base the decisiondepa the hypothesis (Ho) if the calculated vakitess than
tabular value, and value-intestinal (SIG) is gredtan (0.05) and reject the hypothesis (Ho) if théculated
value greater than the tabular value, and moralev&b1G) is less than (0.05), we reject the hypstheihilism
(Ho), and accept the alternative hypothesis (Had, Bhis means that there is a statistically sigaifit effect of
return on the stock on the indicators predict fgiahfailure, and the relationship is the fact thadium (R =
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0.365), and the independent variable crosses (R233) of the variation in the dependent variable.
4-5 the results of the financial analysis (predict failure ):
Were analyzed (60) companies from all sectors efitkdustrial companies in the ASE model using (&litnto
predict financial failure .
The results showed successful companies, and coesperposed to failure, and the other occurredimvittie
region Blur, which can not be judged as a failurethie future during different periods of the styairiod,
amounting to (5) years, reaching successful congsathiat were not exposed to the failure or the terob(47),
and reached companies that have signed withineiiem misty (4) companies only, and amounted top=aomes
that have been stalled, then the failure of tharfaial (9) company, where model predicted fail@&ecompanies
before one year of failure of the total (9) comeanexposed to the failure of the financial in @&t year of the
sample researched, where the percentage of modetsay (88%), was due to the decrease in the pneslic
power of the model for the figure predicted by Adtmwhen testing the model, which amounted to (S the
sample size is relatively large, or the diversitly aztivities, facilities, or both, and the follovwgntable
summarizes the results of these proportions:

Table (9) A summary of the results of the finanaiaalysis

Per centage of the total sample firms Number Companies
78% 47 Successful
7% 4 Blur region
15% 9 Failed
100% 60 Total
88% =9/8 Predictive power of the model

5. Conclusions and Recommendations

5-1 Conclusions

5-1-1 first major hypothesis conclusions:

Computer results showed that industrial comparigged on the Amman Stock Exchange is committednto a
acceptable degree of Accounting Conservatism. @bethat the medium is the relationship r = 0.466 @.217
independent variables explain the change in themt#gnt variable

5-1-2 second major Hypothesis conclusions :

The results of the computer and having the effécthe Accounting Conservatism on the predictability
financial failure in industrial companies listed e Amman Stock Exchange, and is a relationshigiume fact
r = 0.557 and the independent variables explaid @t&ange in the dependent variable, and the resiutteed
that the ratio of net working capital to total ass¢he proportion of the balance of retained eawmito total
assets are statistically significant at the 0.@&llewhich indicates the presence of statisticaignificant effect
in the predictability of financial failure in indtr&l companies listed on the Amman Stock Exchange.

A- the conclusions of the first sub-hypothesis :

The results showed that there is a statisticatipiicant effect on earnings for failing to preditie financial
indicators combined, is the fact that the valueth&f relationship is weak (R = 0.122), and the imshelent
variable explains (1.5%) of the variation in thgpdedent variable.

B- the conclusions of the second sub-hypothesis :

The results showed that there is a statisticatipificant effect of return on the stock on the fin&l indicators

to predict failure combined, and the relationslsighe fact that the value of the medium (R = 0.3@bJ the
independent variable explains (13.3%) of the vammin the dependent variable.

5-2 Recommendations :

Through the results of the study showed that thmpamies in the sample surveyed is committed to an
acceptable degree of Accounting Conservatism,ttidysecommends :

1- The study recommends legislative bodies in the AmrR@ancial Market compel companies to
contribute to the general level of the averagehef Accounting Conservatism, because it reduces the
risk of financial failure .

2- The study recommends audit firms operating in Joritawork on activating the control over the
reservation's commitment to its customers accogntithen preparing financial reports, through
increased audit procedures to verify the termdhefgrofits, which will increase the transparency an
fairness of the financial statements .

3- enter the Accounting Conservatism within the firiahimdicators to predict failure.
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