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Abstract

This study aimed to identify the effect of corporate governance
implementation on reducing financial distress in the companies listed in the
Palestine Exchange. Through measuring the degree of corporate
governance implementation in the companies listed in the Palestine
Exchange, it includes six indicators, i.e. (audit regulations followed by the
companies, board of directors’ authority, regulations and by-laws, board
members and executives’ compensation, ownership distribution and future
policies). In addition measuring the probability of financial distress
occurrence by using Sherrord, Kida and Springate models. Then measuring
the relationship between the commitment degree of corporate governance
rules and financial distress for those companies referred in the models
mentioned before.

The study includes the (49) listed companies at the Palestine Exchange
in 2014, the researcher gathered the data from companies financial and
administrative companies reports which prepared depending on the
byelaws and corporate governance rules issued by Palestine Exchange in
2014. For this purpose, we use the descriptive analytical method by
calculating the degree of earnings management and the degree of credit
efficiency of the published financial statements of these companies for the
year 2014,

The study reached to the following findings: The total congruence of the
indicators with the corporate governance rules is (63.986%) which is
acceptable to the corporate governance. In addition, the most indicator
congruence is regulations and by-laws of the company in first rank and
board of director’s authority in second rank and board members and
executives’ compensation in third rank.

The results shows that statistically significant impact between corporate
governance rules implementation by companies listed at the Palestine
Exchange and preventing the financial failure of these companies regarding
to the models; Sherrord, Kida and Springate.

The study recommended that Palestine Exchange should issue an annual
measure illustrate the companies' commitment of applying the corporate
governance principles, and this measure should be available to all related
parties. and Palestine Exchange should insert a scale for financial distress
in the listed companies' financial statements.
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47.059% | 62.500% | 60.000% | 42.857% | 66.667% | 40.000% | 25.000% | C9
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A gn ae gl Cphands danys b danaall AN Guki G dilas) Ao G ADe S
Z3l e AN Sl L) iail) Eiga ey Ll il sally o5l Ailaial) ClS a0
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S (385 Aapy op LN Jalas o (5.7) a8y saall maass «(Kida, Springate
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oo J8 (Sherrord, Kida, Springate) zile caws lSyill el ) i) Gigaa
damys o Al AN Bak (s Aflas) AL I3 ADle 35a5 e Ju Las (0.05)
ehaally 3aY) Gdae eloact desiall Al daleid) lS,a) S aelsdl cplada
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X'B+é& ypallial

Al ) o)) Aagill g

-(Response information) laiuy) et e Glages (aye

-(Variable) z3sal)l Jalse 8 (o Glaslas (e

asll ssiny Al (Logistic Regression Table) Jwaslll jlaa¥) Jsas (e
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-z dsailly Aliiie ol piia 3gas i A a3 gal a3y

99



(5.17)dj3.A

(Klda) CJ}u Cuea GOl g Led Adlany) AVAl 5 dldiiall G el
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Jalea «(Test(Goodness of Fit)) sl sasal (K?) sl «(-2Log Likelihood)
-(Nagelkerke - R"2) waas Jalaas ((Cox&Snell-RMN2) waas
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(1) 2 ds>>
Ol s 8 Ayl e liadll S 2L ol

) 3l Aeaiied) 2l il e
X15 X14 X13 X12 X11 X10 X9 X8 X7 X6 X5 X4 X3 X2 X1 iyl
0.0355 0.0268 0.0102 0.5818 0.0614 0.0178 2.5209 0.1371 0.0037 3.1804 2.2741 0.0051 0.0603 0.4794 0.2909 C1
0.0795 0.0241 0.0281 -0.0067 0.0660 0.0397 0.9925 0.1306 0.0083 0.9456 2.2612 0.0107 0.0578 0.4389 -0.0033 C2
0.0436 0.0432 0.0082 0.2965 0.0450 0.0288 2.5708 0.1280 0.0043 1.9487 3.3169 0.0054 0.0386 0.3203 0.1957 C3
0.0630 0.0063 0.0146 0.0624 0.0650 0.0315 1.0667 0.1494 0.0021 1.9221 2.2973 0.0028 0.0650 0.4643 0.0312 C4
0.0730 0.0151 0.0179 0.1239 0.0725 0.0364 1.1533 0.2720 0.0044 2.3676 2.5404 0.0059 0.1071 0.4540 0.0619 C5
0.0831 0.0171 0.0237 -0.0786 0.0000 0.0432 0.9104 0.1178 0.0056 0.9635 2.1522 0.0079 0.0547 0.4230 -0.0408 C6
0.0496 0.0099 0.0214 0.0362 0.0445 0.0248 1.0410 0.1334 0.0033 1.4442 2.2666 0.0044 0.0589 0.4593 0.0181 C7

0.0439 1.0885 0.0245 0.2293 0.0404 0.0219 1.7931 9.1691 0.0106 1.2052 20.3381 0.0122 0.4508 0.0202 0.1147 C8

0.3606 | 0.0784 | 0.1130 | -0.1596 0.1456 0.1579 0.2131 0.5015 0.0492 0.7626 1.5015 0.0496 0.3340 0.1346 -0.0699 C9

2.8540 | 0.0467 | 0.1428 0.2411 0.4558 0.6641 0.2579 0.3580 0.0167 1.1329 1.3580 0.0332 0.2636 0.1834 0.0561 C10

0.9824 | 0.0227 0.0421 | -0.4497 0.0929 0.4638 0.2494 0.2932 0.0123 0.4802 1.2932 0.0168 0.2267 0.1846 -0.2123 C11
1.4277 0.0830 0.1683 0.5061 0.0481 0.4039 0.4374 0.6097 0.0361 1.3388 1.6097 0.0476 0.3788 0.2510 0.1432 C12
0.4819 0.0959 0.1470 | -0.6201 0.1657 0.2520 0.1857 0.2126 0.0768 0.3352 1.2126 0.0768 0.1753 0.1488 -0.3242 C13
1.1692 0.1647 0.1852 | -0.2106 0.0560 0.6109 0.4515 0.6299 0.0708 0.7397 1.6299 0.0968 0.3865 0.2653 -0.1100 C14
0.7403 0.0687 0.0795 | -0.2228 0.2839 0.3827 0.3920 0.6145 0.0251 0.7363 1.6145 0.0411 0.3806 0.2345 -0.1151 C15
0.4915 0.1447 0.0371 0.3512 0.0572 0.4915 1.5144 1.8766 0.0266 1.5841 2.8766 0.0343 0.6524 0.3588 0.3512 C16
1.3617 0.4710 0.2132 0.8506 0.1479 0.5912 0.3266 2.4409 0.0821 1.6340 3.4409 0.0926 0.7094 0.0642 0.3693 C17
1.4326 | -0.1212 | -0.0655 | -0.1060 0.0114 1.4326 0.4173 0.8068 -0.0655 0.7893 1.8068 -0.0655 0.4465 0.2255 -0.1060 C18
0.3336 | -0.5860 | -0.1729 | 0.0641 0.0059 0.3336 0.7786 1.8370 -0.1833 1.0392 2.8370 -0.1833 0.6475 0.2435 0.0641 C19
0.5518 0.1248 0.0171 0.3597 0.0088 0.5518 3.4250 7.8587 0.0090 1.6239 8.8587 0.0117 0.8871 0.3220 0.3597 Cc20
0.6681 0.0753 0.0564 0.0508 0.0990 0.6681 0.5423 0.8243 0.0343 0.9157 1.8243 0.0343 0.4518 0.2471 0.0508 c21
0.9798 0.5652 0.0738 0.4243 0.0725 0.9798 3.6620 5.5802 0.0474 1.9050 6.5802 0.0738 0.8480 0.4781 0.4243 C22

0.2411 | 4.8818 0.2332 0.1932 0.0969 0.2411 3.8197 | 14.0002 | 0.2252 1.2297 15.0002 0.2332 0.9333 0.1825 0.1932 C23

0.4097 0.1077 0.0397 0.1051 0.0311 0.4097 0.8519 1.1940 0.0139 0.8510 2.1940 0.0275 0.5442 0.2176 0.1051 C24

117




Al 3l b Aeadid) Al il e
X15 | X14 | X13 | X12 | X11 | X10 | X9 X8 X7 X6 X5 X4 X3 X2 X1 | as,a
0.9483 0.5189 0.1411 0.5014 0.2156 0.9483 1.9547 2.2146 0.1411 3.0397 3.2146 0.1411 0.6889 0.5317 0.5014 C25
0.9315 0.3540 0.0940 0.0413 0.0159 0.9315 0.6134 2.4070 0.0732 1.0786 3.4070 0.0874 0.7065 0.1514 0.0413 C26
0.3575 0.4447 0.0828 0.4260 0.1019 0.3575 3.0382 3.2252 0.0603 1.8072 4.2257 0.0675 0.7632 0.4609 0.4260 C27
0.3539 0.5355 0.0342 0.3154 0.0293 0.3539 3.3693 14.6760 0.0277 1.5081 15.6760 0.0342 0.9362 0.2149 0.3154 C28
0.0716 0.4184 0.0162 0.0328 0.0018 0.0716 1.8489 20.8695 0.0080 1.0278 21.8695 0.0162 0.9543 0.0715 0.0328 C29
0.1501 -0.2100 0.0070 -0.0379 0.0084 0.1501 0.3889 1.4066 -0.0200 0.6202 2.4066 -0.0200 0.5845 0.0371 -0.0379 C30
0.0895 | -0.4079 | -0.1302 | -0.2703 0.0014 0.0895 0.1375 2.0945 -0.1302 0.7116 3.0945 -0.1302 0.6768 0.0439 -0.2703 C31
0.0989 | -0.0854 | -0.0658 0.0698 0.0242 0.0989 1.0906 0.2827 -0.0658 1.3765 1.2827 -0.0658 0.2204 0.8399 0.0698 C32
0.4570 0.0021 0.0010 0.3082 0.0634 0.4570 1.5425 0.9490 0.0002 2.1925 1.9490 0.0010 0.4869 0.7202 0.3082 C33
0.2866 | -0.2319 | -0.0930 0.0157 0.1378 0.2866 1.0093 1.3898 -0.1024 0.9971 2.3898 -0.0930 0.5815 0.4048 0.0157 C34
0.4740 0.5953 0.1342 0.0285 0.0414 0.4740 1.1070 2.2873 0.1133 0.9275 3.2873 0.1317 0.6958 0.2450 0.0285 C35
0.2167 0.0997 0.0222 0.1484 0.1056 0.2167 1.4065 3.0556 0.0182 1.1262 4.0556 0.0182 0.7534 0.2568 0.1484 C36
1.4559 | -0.1095 | -0.0262 | -0.0850 0.0195 1.4559 0.3240 1.7150 -0.0331 0.7866 2.7150 -0.0309 0.6317 0.0914 -0.0850 C37
0.0415 -0.0363 | -0.0055 -0.0856 0.0019 0.0415 0.4683 0.2829 0.0082 0.0803 3.8272 -0.0060 0.0739 0.0772 -0.0856 C38
0.1143 -0.4917 | -0.1793 0.2131 0.1152 0.1143 1.4755 0.3976 -0.1943 0.6969 1.3976 -0.1862 0.2845 0.5587 0.2131 C39
0.3181 | -0.2300 | -0.0424 | -0.0520 0.1237 0.3181 0.6111 0.3871 -0.0616 0.3559 1.3871 -0.0616 0.2791 0.1637 -0.0520 C40
2.1368 0.1422 0.0801 0.1822 0.0549 2.1368 0.9193 0.5276 0.0452 0.7655 1.7038 0.0588 0.3096 0.3799 0.1822 C41
0.1636 | -0.9678 | -0.1700 0.2307 0.0182 0.1636 1.2005 4.4213 -0.1717 1.3738 5.4213 -0.1700 0.8155 0.2109 0.2307 C42
0.0202 | -0.6158 | -0.0214 0.0219 0.0018 0.0202 1.6306 27.7744 | -0.0540 1.0232 28.7744 -0.0214 0.9652 0.0567 0.0219 C43
0.0675 5.5318 0.0359 0.3895 0.0235 0.0675 59.7979 | 57.8781 0.0359 1.6274 58.8781 0.0359 0.9830 0.3879 0.3895 C44
0.6437 0.3606 0.0808 0.0850 0.0201 0.6437 0.9141 3.0631 0.0647 1.0704 4.0631 0.0760 0.7539 0.1926 0.0850 C45
0.1395 0.2566 0.0121 0.3049 0.0841 0.1395 6.9605 16.8511 0.0111 1.4570 17.8511 0.0121 0.9440 0.3286 0.3049 C46
0.0847 0.1885 0.0378 -0.0448 0.0096 0.0847 0.5516 1.8040 0.0231 0.7015 2.8040 0.0241 0.6434 0.0704 -0.0448 Cc47
0.0530 -0.0550 | -0.0124 | -0.0803 0.0128 0.0530 0.6147 1.8633 -0.0204 0.7613 2.8633 -0.0124 0.6508 0.1386 -0.0803 C48
0.0034 -0.2235 | -0.0712 -0.1567 0.0002 0.0034 0.5079 1.5068 -0.0712 0.7171 2.5068 -0.0712 0.6011 0.1617 -0.1567 C49

118




119



