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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. 
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