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The implications of applying financial failure prediction
models in assessing the continuity of the company by the
financial auditor: an exploratory study on a sample of auditors
working in private sector companies / Basra.

Assistant Professor .jumana H. Al-Temimi
Administration & Economics College , Department of Accounting
University of Basrah

Abstract :

The company properly facing the risk of financial failure that may prevent it from continuing its
activity. Therefore the auditor shall determine the degree of risk of financial failure to which the company
may be exposed and the extent of its viability at least in the near term . it has been needed for search for
more meaningful and effective ways to express the company's financial situation and help the
management in making appropriate investment decisions and that the most important information
provided by the auditor to the Department the investor, lender and related parties of the company is to
predict the financial failure of the company the ability of the company to pass on its activity .

The auditor can upon on financial ratios and models to predict financial failure on the consideration of
methods as easy-to-understand and interpretable quantitative methods of disclosure of the company's
cash flow, profitability.

The purpose of this study is to identify on the views of auditor who work in the local environment about
the analytical tools that can be used for forecasting the financial failure of the company and the
possibility of its adoption a model ( Altman, Kida and Sherrod) and financial proportions that on which
these models depend in Audit .this study concluded that there is no knowledge at the auditor of these
models for not being used by them in the audit process and They do not support reliance on the financial
ratios relied upon in forecast models.

Keywords: the audit process, the auditor, the assessment of the company's continuity assumption,

analytical tools, forecast models, financial failure
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