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Abstract
This study was necessary due to the financial failure that

many contracting companies in the Kingdom of Saudi Arabia
have suffered from in the recent period due to inflation and the
policies of the Labor Office regarding the Saudization rate. We
have tested the Altman model developed to predict financial
failure, on a sample of those companies, which Altman reached
after conducting several studies on industrial and non-industrial
companies, as follows:

Z=6,56X1 + 3,26X2 + 6,72X35 + 1,05X4
whereas:
X1 = Working Capital / Total Assets
X2 = Retained Earnings / Total Assets
Xz = Earnings before interest and taxes / Total assets
X4 = book value of shareholders' equity / total liabilities

The study concluded, after testing the two hypotheses,
about the feasibility and effectiveness of using the Altman
model in predicting the failure and failure of contracting
companies, as the model was able to give very accurate
indicators on the status of the Labbab Business Contracting
Company Ltd. It can help specialists and decision makers in
knowing the current financial situation and predicting the future
status of their companies.
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