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Abstract
The research aims to treatment the effect of the raising in the general price
level and reducing the purchasing power of the monetary unit on the historical
accounting data< Which leads to the homogeneity of the unit of measurement of
accounting elements in order to increase the effectiveness of financial statements
in the achievement of financial indicators of significance and credibility for use
in predicting financial failure.
The research was conducted in one of the industrial companies listed in the
Iragi Stock Exchange for the period (2013 to 2015) by using the adjusted
historical cost method. The test of the significance and reliability of the financial



indicators was conducted in determining the real financial position of the
company by applying the Altman Z-score To predict financial failure.

The research concluded that companies can adjust their accounting data by
using the adjusted historical cost method. The amendment of the accounting data
in this manner improves the effectiveness of the financial statements in the true
expression of the business results and financial position« Indicates the actual
financial position of the company.

The research recommended that companies follow the international
accounting standards and the local accounting rules when preparing their
financial statements during the times of rise in the general level of prices« that
according to the requirements of financial and administrative reform¢« which is
based on the real financial situation of companies< which positively reflects the
continuity of companies in the activities and support for the national
economy.
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