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Abstract

The research deals with the effect of change in general level of prices
on the reliability of financial statements data.

The problem is represented in that, money as a measure of value is
inconsistent measurement when preparing financial statements because of the
continuous change in the money unit purchasing power from a period to
another by reason of inflation, this makes an effect on financial statements of
the economic units, one of them is Food Security Company LTD, wherever
the ignorance of inflation effect on the financial statements data leads to data
unobjectivity and loses its reliability.

The research aimed to know the effect of decline in money unit
purchasing power on the reliability of financial statements data in Food
Security Company, as well as analyse the impacts arising from ignorance of
general price level change on income and financial position statement, and to
know how to make the required adjustments to clarify that effect on the
financial statement data.

The research obtains its significance from the accounting increasing
global attention to resolve the accounting problems arising of ignorance of
changes in general price levels, and nonexistence of a unified world system
for inflation accounting, as well as the insufficiency in researches aimed to
resolve the problem of the impact of change in general price level on the
financial statements.

The research has adopted the historical methodology in tracing
previous studies, and the analytical descriptive approach to infer the impact of
general price level changes on the reliability of financial statements' data in
Food Security Company LTD.

The research hypotheses are represented as follows:

First: In case of inflation, and the assumption of the consistency of
monetary unit purchasing power, profits generating of Food Security
Company activity do not reflect the real value of them.

Second: Dependence on historical cost accounting does not insure capital
maintenance in case of inflation in Food security Company LTD.

Third: Ignorance of changes in money unit purchasing power affects
financial statements data in Food Security Company LTD makes it unreal,
loses the reliability, as well as convenience for decision making.
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The research has proved all hypotheses and reached to many findings, some
of them are the following:

1. The annual profits of Food Security Company, through the study
period, involve a considerably informal profits amounted in total
18.150.500.80 SDD. These project do not reflect the real profits of the
company activity.

2. The company did bear additional taxes equivalent to the figure of the
informal profits as a result of profits appearance more than the real
value, so the payment for these taxes represents a tax upon the capital,
leading to a gradual decrease of it.

3. The historical values of non-monetary items of financial statements
prepared according to the historical cost principle are not real by reason
of ignoring changes occurred in the general price level through the
study period.

4. Errors in measurement and estimation occur in all accounting
measurement methods.

5. Insufficiency of historical cost principle to meet the expected
information needed by financial statements users.

The researcher recommended many recommendations some of them are the
following:

1. Necessity to consider the effects of the inflation on income and
financial position statements items to avoid the appearance of informal
profits generate of implementation of traditional accounting principles.

2. Companies should think seriously towards implementing the inflation
accounting bases for the accurate calculation of correct profit figure, as
well as capital maintenance.

3. Specialized authorities should direct all companies and other economic
units to prepare and provide additional, adjusted financial statements
beside the basic ones to give useful meaning for financial statements
users to assist in planning and discussion making.
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