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Abstract

The problem of the study is manifested in the non-satisfaction of the
traditional financial reports which were prepared in accordance with the
historical cost principle of requirements of all the employees, both the internal
and external areas. The problem lies also in the impossibility of the fair value
representation at the moment of preparation. Likewise, the problem of the non-
satisfaction of the productive and operational capital for the periods which are
subsequent to the financial statement represents a monetary difference for
which no any financial amounts will be retained to meet it, and consequently,
the problem transpires at the set out of the provisions and the reserves for the
coming periods.

The study aimed at the achievement of a group of objectives and among
them. To know the financial statements, and to throw light on the concepts of
maintain the capital.

The study tested the following hypotheses: The historical cost principle
negatively affects the preparation of the financial statements of fair values;
there is a relation of statistical significance between the amended financial
statements and the fair prices of the shares which are offered for sale in the
financial corporations. The amendment of financial statements following the
chronological value of the financial performance in the financial corporation,
which affects the decision-making. A group of scientific methods of relevance
to the subject-matter were used, as historical/ descriptive methods so as to get
acquaintance with the negative impact of the historical cost principle on the
preparation of the financial statements of the fair value.

The research proved the validity of the hypotheses and it arrived at the
following findings: The traditional (historical) accounting system constitutes
the general framework for the preparation of the statements in most of the
establishments which renders them misleading to the employees and their
information will be lacking of credibility in expression. The use of the
chronological value of money has an importance at its use in the decisions

making and the increase of the financial performance in the financial

S



corporations. The financial statements which are amended in accordance to the
index number affects the fair prices of the shares which are offered for sale in
the financial corporations. The recommendations were represented in the
following the necessity of striving and exerting the efforts by the organization
the professionals and academician in the field of accounting for the study and
the accounting principles and standards in accordance with the historical cost
principles. It is incumbent for the financial corporations and companies in
general, to put the impact of the change in the general level of the prices in to
consideration and to disclose it in the form of remark to be attached to the

financial statements.
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