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A Proposed Accounting Model For Evaluating Company's
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A Proposed Accounting Model For Evaluating Companies

Performance Listed In Amman Stock Exchange

Prepared by:
Mamoun M. A. Alqudah
Supervised by: Prof. Thana Ali Qabani

Abstract

This research aimed to develop many models to evaluate companies
performance that consists of the best group of the financial ratios.
These ratios can be used to evaluate companies' performance, and
consequently predicting the companies distress from different sectors
in Jordan by applying these models of evaluating performance of the
companies that represent the sample of the research. These
companies consist of Y ¢ banks listed in Amman Stock Exchange, the
biggest Y¢ companies in capital in the service sector and the biggest

Yo companies in capital in the industry sector.

Evaluating performance is the beginning point for predicting
companies distress earlier, since it gives indications for concerned
parties to interfere and take suitable corrective procedures before a

company fails completely.

Since there are no conventional approved accounting models in
Amman Stock Exchange, there is a great need for such models for

managements , investors and any other concerned parties.

This research presented two assumptions which are the possibility of
making an accounting model to evaluate performance and that there
IS a difference in the model from one sector to another. The results

of this research confirmed the two assumptions.

1%



Before starting the analysis, the research showed the importance of
financial analysis, evaluating performance, correlative previous
studies and literature. Twenty one financial ratios have been used for
the banks sector . They were declared with their financial statements
on the site of Amman Stock Exchange to facilitate analysis and

making two models to evaluate performance for both Y++¢and Y. 1.

Another fifteen declared financial ratios have been used for both
services and industry services. Two models of performance
evaluation have been presented. Six models were made for these
three sectors to evaluate the performance of the sample companies
properly. This means the possibility of making use of these models in

all the companies of these sectors.

These ratios were analyzed using the regression analysis according
to the stepwise method, in order to make the best models that can
evaluate companies performance. In the banks sector, there were five
financial ratios in Y+ +¢ model and six financial ratios in Y+ +1 model.

Two ratios appeared frequently in both models.

A model has been developed for Y. ¢ in the services sector. This
model consisted of seven financial ratios. The model of Y-::1
contained five ratios . Six ratios appeared frequently in both models.
In the industry sector, a model has been developed for Y«+¢. It
contained seven financial ratios. Y + + 1 model had another seven ratios

and six ratios appeared frequently in both models.

The research concluded that we can't depend totally on the declared
data of the companies of the different sectors in Jordan, so as to
evaluate their performance and predict their future. Since a

company's data



and financial ratios don't reflect exactly the company's financial
position. Besides , there are some companies which don't present
their financial data precisely and completely. In addition, declared
ratios are few and not enough in comparison with ratios that could be

extracted from financial data for each sector and each company.

This research found out that we can't depend on a single ratio to
evaluate the performance of any company. On the contrary, there are
a group of ratios that appeared frequently in most international and
local models. Models differ from one year to another and from a
country to another. The research assumptions have been approved
to be true and that accounting models can be made to evaluate
companies performance , but these models differ from one sector to

another , and differ from year to year for the same sector.

The research presented many recommendations such as,
companies have to take care of financial ratios presented by this
research. Each company has to apply the mathematical equations
presented by this research on its actual financial ratios for both
years of analysis in order to judge the performance level of each
company in comparison with industry average, whether a company

level is beyond, less than or more than the average.

The research recommended that companies have to evaluate their
performance regularly and annually using more than one standard not

only at their levels of return.
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