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 This thesis investigates the association between fixed asset revaluations and shown 

bankruptcy in financial statements, the cost of one unit (m3) of sold gas and financial 

performance in provincial gas companies in Iran, measured by the total assets, total 
liabilities, current assets, current liabilities, depreciation of fixed assets, cost from of 

one unit (m3) of sold gas, net profit and sale from operations for the two subsequent 

years before asset revaluations and four subsequent years after asset revaluations. For 
investigate the bankruptcy, utilized the Zmijewski bankruptcy ratio. The results 

illustrate that fixed asset revaluations cause that: 1) Provincial gas companies keep 

aloof from the border of bankruptcy significantly. 2) Cost of one unit (m3) of sold gas 
varies significantly. 3) As for financial ratios, financial performance of provincial gas 

companies changes significantly. 
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INTRODUCTION 

 

 One of the objectives of financial statements is to provide useful information about the judgements for 

ability to manage, or optimized and effective use of company resources and orientation of performance towards 

achieving the company's original goal, to bring back the highest amount of cash to the owner over time [Riahi 

Balkoyi2002, 527]. Fixed Assets are usually important assets of company, which are reflected in the accounts 

based on historical final cost that due to passage of time and the effects of inflation and reduced value of 

currency respond to their users of financial statements for decision. Revaluation means fair replacment of the 

values of fixed assets at the revaluation dates rather than historical values to enhance the usefulness of financial 

statements and reports in the field of providing appropriate economic condition of users of financial statements. 

 Some of the objectives of financial statements presented and adjusted according to the report of the Troblad 

Committee are as follows:  

- Providing information that is the basis for economic decisions;  

- Meeting the needs of those users who have limited ability or resources and therefore can not easily obtain 

financial information and rely on financial statements as the sole source of information about activities. 

-Provide useful information to investors to enable them to predict, compare and evaluate future cash flows;  

- Providing information to users to predict, compare and evaluate the strength of corporate profitability;  

- Providing objective and subjective information about financial transactions and other events that are useful to 

predict, compare and judge the strength of corporate profitability; 

- Providing financial situation so that to be useful to predict, compare and evaluate the profitability of the 

company’s power. The report should provide information about business transactions and other events that are 

part of the incomplete income cycle [the world economy. 

 Registering financial instruments based on complete historical value in terms of objectivity and continuity 

of activities is justified because the final cost of assets has objectivity and information are provable, as well as 

economic unit continues its activities indefinitely and thus there is no need to use the company's current value to 

determine the value of assets. But here we have a further assumption that is measurement units. In measurment 

unit assumption which in terms of reliability is very sensitive and Unstable, the account registration based on 

historical final cost, it is assumed that the purchasing power of money is constant or changes in the value of 

money is not important. But the significant point is that the purchasing power of money has been declining 

steadily and continuously. General purchasing power of the currency in the power of the money to purchase 
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goods and services, and has a reversed relationship with the price of goods and services that can be obtained in 

exchange. Once the price increases, it is inflation conditions, which in fact it is reduced purchasing power of 

money. According to complete historical value records induced, changes in purchasing power of money are not 

noticed and no adjustment for inflation in the financial statements does occur. An economic unit When is 

considered to be successful in his activity area when making its value and money are real and is able to 

accurately reflect and final cost and show the effect of inflation. Reduce in purchasing power of money of 

countries over time or in other words, inflation and Also, major changes in the relative prices of goods and 

services, especially in periods that multirate systems are used causes historical values information (or with final 

cost) of fixed Assets and long-term investments that are reflected in conventional financial statements , to take 

away  from the values of which heavily show economic realities and thus the information for economic 

decisions become irrelevant and incompetent. To minimize this problem, there are two methods of accounting 

which are accounting according to current values and accounting based on purchasing power. But implementing 

both methods need Qualified accountants, advanced accounting systems, various price indices, however, is very 

complex and difficult. So even in countries like the United States and Britain in the 1970s and 1980s that these 

actions were necessary in some companies, some  problems had been created and then dismissed by declining 

inflation. Another method that almost solve the problem of irrelevant information but creates other problems in 

terms of reliability and comparibility of financial information is Revaluation of fixed assets which had beed 

using over years in britain , most of Commonwealth countries and some other European countries. Revaluation 

of fixed assets is done with the aim to make the accounting information closer to economic realities such as the 

fair value (or fair) and in other words  make them more relevant so that the different decision makers on profit 

units can make conscious decisions relying on them. This improvement is done in two specific field that 

include: 

• pricing of fixed assets to current values at the time of presentation of financial statements that exposes the 

volume of investment in these assets;  

• Calculating the cost of depreciation of fixed assets on current values that make the final cost closer to reality. 

 In summary revaluation aims to improve the quality of information relevancy in terms of the decision.  

 In acute inflammatory conditions if historical prices are used which are based on acceptable accounting 

principles of criteria for registration and account maintenance, will lead the sufficient credit of financial 

statements become subject to serious questions and the analysis of these kinds of financial statements in 

investors perspective have no valueble information for financial decision-making. Obviously, financial ratios 

cannot be used as a basis for investment decision affected by inaccurate information. So, therefore, necessary to 

Tjdydarzyaby fixed assets, results of operations and financial condition could reflect firms' compliance with 

reporting purposes and providing useful and relevant information, investors may provide insight into the 

decision. 

Benefits from revaluation of fixed assets are as follows:  

1) The actualization of financial statements of companies  

2) providing useful information to investors in deciding  

3) maintaining capital of compnies 

4) The actualization of operational profit and the the dividend yield 

5) actualization of especial share value 

6) Adaptation of Efficiency rate on investment and Efficiency rate  of activities of companies  

7) actualization of final cost production as a result of depreciation of fixed assets actualization  

8) the adequacy of financial resources to replace aging and Amortized assets if there is no surplus distribution 

revaluation 

9) increasing the possibility of obtaining loan facilities from banks and financial institutions  

10) providing useful information for evaluating the performance of business units and managers 

But along with the benefits, Revaluation does have disadvantages as well, which include:  

1) By revaluating assets, the "relevance" of information increases but the reliability of this information would 

be low due to lack of objectivity and provement ability.In fact there is an inverse relationship between the 

features of relevance and  the reliability of financial information. This means that efforts to provide the relevant 

information requires reducing the reliability of that information. Even in some cases, requirment to the relevant 

information only is ignoring the reliability of that information. 

2) If Revaluation of fixed assets (due to increased final cost of productions due to the applying proper 

depreciation) involves an increase in the price of goods and services, it will be a factor in fueling inflation. 

3) In fixed Assets’ Revaluation If the independent and competent professional assessors and the appropriate 

values of the parameters are not used, the results may not match reality. 

4) If all companies or companies listed on the stock market and existing companies in an industry do not 

attempt to revaluate their fixed assets, comparison of efficiency and stock price of the companies would be very 

difficult and dis-understandable for users of financial statements. 
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5) If all revaluation process be performed according to international standards or other professional 

communities and be implemented for specific objectives, it would lead to far surpass the revised objective of 

revaluation [Shahyaz, 2001]. 

 Also it can be said that the privatization of state-owned companies which were adjourned to after the war, 

required fixed assets to be revaluated. Because to transfer the state-owned companies to other stakeholders 

accurate information and figures must be provided for buyers to make them aware of the situation the company 

they are buying its shares. As an alternative to solve this problem, revaluation is presented. Since the use of any 

method, has its own strengths and weaknesses and the financial impacts and according to Article 62 of the law 

of the economic, social and cultural development of IRI, public companies can revaluate their fixed assets, this 

study investigated the effects of financial fixed assets revaluation of gas company of the provinces. 

  

Hypotheses:  

The main Hypotheses: 

1. revaluation of Fixed Assets of gas company for provinces can avoid showing the companies bankrupt. 

2. Final cost of cubic meters of sold gas after revaluation are significantly different than before revaluation.  

3. Financial performance of gas companies of provinces in the country after revaluation are significantly 

different than before revaluation.  

 

The subsidiary hypothesis: 

1. Zmijewski  bankruptcy rate after revaluation are significantly different from before revaluation.  

2. Zmijewski  bankruptcy rate before revaluation is more than 0.5.  

3. Zmijewski  bankruptcy rate after revaluation is less than 0.5.  

4. Than depreciation rate to final cost of sold gas after revaluation are significant different from before the 

revaluation. 

5. Ratio of net income to total assets is significantly different before and after revaluation 

6. Ratio of working capital to total assets is significantly different before and after revaluation.  

7. Ratio of current assets to current liabilities is significantly different before and after revaluation. 

8. Ratio of total debt to total assets before and after revaluation has a significant difference.  

9. Efficiency of fixed assets has a significant difference before and after revaluation.  

10. Total efficiency of assets has a significant difference before and after revaluation. 

 

Definition of Key Terms:  

 Revaluation: means replacement of the fair values of fixed assets with historical assets. Inflation is one of 

the most striking phenomena of this century and its scope of the present century was so extensive that most 

countries have been affected by the consequences. Inflation is of the problems that most of the countries in the 

world, even industrialized countries are affected to that, but its rate is not as high as inn developing countries 

[Nazari, 2001, 40]. One of the reasons for employing revaluation of assets (profits) results in raising the real 

economic value of the asset. In other words, it can be said that managers are "reasonably confident" when the 

increase in the value of future cash flows is achieved [Cotter, 1999]. 

 Assets: is a financial sense, and is the property and rights of future benefits are changeble to money and 

based on transactions, practices, or specific events have become a common possessive or dominance owning of 

a unit [Nikoomaram, 2002, 55]. Finance: Consumption of resources that are owned or controlled by 

corporations and has potential for future benefit or capable of change into cash [Afshari, 2005, 107]. 

 Fixed assets: includes tangible physical and durable assets that are bought to a long-term plan use or to 

maintain and are used in the operation of a unit. The assets that often can not be converted to cash within one 

fiscal year, are called fixed assets [Weston, 1993, 32]. 

 Current assets: consist of cash stock and other items that are expected to be converted to cash be sold or 

consumed in routine operation of private unit within one year of the balance sheet date, [Bakhtiari, 2002, 86]. 

 Historical final cost: expresses the historical value of effects of a transaction or event occurred in its time 

and in addition to the high reliability, the information is quite relevant, since at the time of the transaction or 

event, this value is equal to different values such as market value, current value or replacement value that can be 

a measurement criteria. Final cost provides the basis for reliable measurement of results of operations, as is 

achieved from the result of the occurrence of transactions and the information that are reflected in such financial 

statements have high reliability [Teimuri, 1994, 36].  

 Current value: is the current cost of the same work capacity in terms of operational costs and performance 

potential of existing assets. 

 Dependent variable: is the result of actions and changes of the independent variable. In this study, the rate 

of prediction of bankruptcy, final cost of a cubic meter of sold gas and the financial ratios of natural gas 

companies in the counntry are dependent variables.  
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 Final cost of a cubic meter of sold gas: is the price of a cubic meter of natural gas sold by state gas 

companies. 

 Profits of gas companies of provinces: profits of gas company in provinces are mainly from the sale of gas. 

Profit calculation is done according to accounting standards.  

 Depreciation: is the Prorate amount of depreciation amount of an asset over its estimated useful life. The 

depreciation of each period is directly or indirectly is considered as benefir or loss of the same period. In many 

countries, the depreciation is considered as as fiscal policy and therefore companies are allowed to depreciate 

capital assets with high rates or less duration and this methos is called the accelerated method of the 

depreciation. Depreciation rates in Iran is less than developed and developing countries. This will cause 

companies to report cash benefit more and the major section of company's liquidity exit as tax and benefits of 

stock [Rahmani, 2004, 5]. 

 Bankruptcy: In this study Zmijewski  bankruptcypridiction rate is used to detect bankruptcy. Bankruptcy of 

a trader or a trading company is achieved as a result of stopping paying back the Debt and charges. [Mehrani, 

2005.106]. 

 Users of financial statements of gas company: according to standards, all can use the financial statements of 

gas companies, but the main user is the gas company who is the major shareholder and the most important 

considerations of gas company executives in the financial statements are obeying standards ( inspection and 

auditing section) and implementing the decisions of the Assembly. 

 

Analysis of data:  

 In this section the statistical analysis of collected data and hypotheses test of research is considered.  

 In general, in a division one can classify statistical test methods of the hypotheses into two parts: 

descriptive statistics and inferential statistics. Both of these methods have been used in summerization and 

inferential of statistics. In the descriptive statistics, the data are described using appropriate graphs. In 

inferential part, the parametric tests were used as follows:  

 To compare the two sample [before and after revaluation] the Two sample t-test and to compare the mean 

of a community with respect to a fixed number, one-sample t-test is used.  

 Mining output calculations has been done using Excel and 15 SPSS statistical software.  

 

Descriptive Statistics: 

 
 

Fig. 1: Comparison of average Zmijewski  bankruptcy rate (before and after revaluation). 

 

 
 

Fig. 2: Comparison of mean final cost of a cubic meter of sold gas (before and after revaluation). 

 

 
 

Fig. 3: Comparison of average net income to total assets (before and after revaluation). 
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Fig. 4: Comparison of the mean ratio of working capital to total assets (before and after reavluation). 

 

 
 

Fig. 5: Comparison of the mean ratio of current assets to current liabilities (before and after revaluation). 

 

 
 

Fig. 6: Comparison of the mean ratio of total liabilities to total assets (before and after revaluation). 

 

 
 

Fig. 7: Comparison of the average extinction ratio to the final cost of the sold gas (before and after revaluation). 

 

 
 

Fig. 8: Comparison of the average efficiency of fixed assets (before and after revaluation). 

 

 
 

Fig.9: Comparison of the average efficiency of total assets (before and after revaluation). 

 

Testing hypotheses:  

the first hypothesis Test:  

 Zmijewski  bankruptcy rate before the revaluation is significantly different from before. 
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Table 1: Two-sample t-test for the first subsidiary hypothesis, Zmijewski  bankruptcy rate. 

 revaluation number average Standard deviation Standard error 

Zmijewski  bankruptcy rate 1 14 0/0369300 1/42083930 0/37973528 

 2 14 -1/78880 0/5799275 0/15500958 

 
Table 2: Two-sample t-test for the first subsidiary hypothesis, Zmijewski  bankruptcy rate. 

  

Equality of variance T-TEST for equivalence of mean values 

F 
Significance 

level 
t 

Freedom 

degrees 

Significance 

level 

Average 

difference 

the difference 

of Standard 

error 

Confidence interval of the 

difference 95% 

less more 

Zmijewski  

Bankruptcy 

ratio 

Homogeneity 

of variance 
11/022 0/003 4/451 26 0/000 1/82573000 0/41015467 0/98264501 2/668815 

Variance 

anisotropy 
  4/451 17/215 0/000 1/82573000 0/41015467 0/96120318 2/690257 

 

 Assuming the variance anisotropy (since the amount of significance level of leuven test for Zmijewski  

bankruptcy ratio is equal to 0.003 and less than 0.05 so the null hypothesis will be rejected at the 95% 

confidence level which means that there is a variance anisotropy) Sig zero and the value of t (4.451) is in the 

region of the null hypothesis rejection and this means that Zmijewski  bankruptcy ratio before revaluation have 

obtained a significant difference form after revaluation (since both upper and lower limits are positive, the mean 

difference of two community are greater than zero and the mean value of first community is greater than the 

second one). 

 

The second hypothesis test:  

 Zmijewski  bankruptcy ratio before revaluation is more than 0.5.  

 
Table 3: One sample t-test for the second subsidiary hypothesis, Zmijewski  bankruptcy ratio before revaluation. 

 number average Standard deviation Standard error of the mean 

Zmijewski  bankruptcy ratio before revaluation 14 0/0369300 1/42083930 0/3797353 
 
Table 4: one-sample t-test for the second subsidiary hypothesis, Zmijewski  bankruptcy ratio before revaluation 

 Test value-0.5 
t Freedom 

degree 
Significance 

level 
Mean 

difference 
95٪confidence interval of the 

difference 

 less more 

Zmijewski  bankruptcy ratio 
before revaluation 

-
1/219 

13 0/244 -0/463070 -1/28344 0/3572982 

 

 The t-value is equal to -1.219 and Sig is 0.244 and larger than 0.05, then H0 hypothesis is not rejected, also 

since the lower limit is negative and upper limit is positive, there is no significant difference between the mean 

value with the tested value that means the Zmijewski  bankruptcy ratio before revaluation does not significantly 

differ from 0.5. 

 

The third hypothesis test:  

 Zmijewski  bankruptcy ratio after revaluation is less than a 0.5.  

 
Table (5): One sample t-test for the third subsidiary hypothesis, Zmijewski  bankruptcy ratio after revaluation. 

 number mean Standard deviation Mean standard error 

Zmijewski  bankruptcy ratio after revaluation 14 -1/78880 0/57999275 0/1550096 
 

Table 6: one sample t-test for the third subsidiary hypothesis, Zmijewski  bankruptcy ratio after revaluation. 

 Test value  0.5 

t Freedom 

degree 

Significance 

level 

Mean 

difference 

95% confidence interval of the 

difference 

 less more 

Zmijewski  bankruptcy ratio 

after revaluation 

-

14/766 

13 0/000 -2/62368 -2/62368 -1/95392 

 

 The t value is equal to -14.766 and Sig is zero, thus H0 hypothesis is rejected and it means that the mean 

Zmijewski  bankruptcy ratio after revaluation has significant difference to 0.5 and since both upper and lower 

limits are negative, it can be concluded that the mean value is less than tested value, so the Zmijewski  

bankruptcy ratio after revaluation is less than 0.5. 

 

The fourth hypothesis testing:  

Depreciation to the sold gas final cost ratio after revaluation has significant differences than before.  
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Table 7: Two-sample t-test for the fourth subsidiary hypothesis, depreciation to the sold gas final cost ratio. 

 revaluation number mean Standard deviation Standard error 
Depreciation to the sold gas final cost ratio 1 14 0/7085714 1/30404021 0/3485194 

 2 14 0/5864286 0/27048694 0/0722907 

 
Table 8: Two-sample t-testfor the first main hypothesis, Depreciation to the sold gas final cost ratio. 

  Equality of variances T-TEST for equality of mean values 

F Significance 

error 

t Freedom 

degree 

Significance 

level 

Mean 

difference 

Standard error 

of the 

difference 

95% confidence interval of 

the difference 

less more 

Depreciation to 

the sold gas 

final cost ratio 

Homogeneity 

of variance 

 

 

11/587 0/002 0/343 26 0/734 0/12214286 0/35593780 

 

-0/609498 0/8537835 

 

Variance 

anisotropy 

  0/343 14/117 0/737 0/12214286 0/35593780 -0/640677 0/8849626 

 

 Assuming the variance anisotropy (Since the significance level of the Leuven test for Depreciation to the 

sold gas final cost ratio is equal to 0.002 and less than 0.05 thus the null hypothesis will be rejected at the 95% 

confidence level which means that there is a variance anisotropy) The test Sig for equality of means is equal to 

0.737 and larger than 0.05, and the value of t (0.343) is in the region of the null hypothesis acceptance. This 

means that the Depreciation to the sold gas final cost ratio after revaluation is not significantly different 

compared to before revaluation (Since upper limit is positive and lower limit is negative, the mean difference of 

two community is not significantly different between and the equality of two samples could not be rejected).  

 

The fifth hypothesis test: 

 Net income to total assets ratio after revaluation is significantly different from before.  

 
Table 9: Two-sample t-test for fifth subsidiary hypothesis, the ratio of net income to total assets. 

 revaluation number mean Standard deviation Standard error 
the ratio of net income to total assets 1 14 0/04660998 1/30404021 0/0124570 

 2 14 0/03020335 0/27048694 0/0080722 
 

 
Table (10): Two-sample t-test for fifth subsidiary hypothesis, the ratio of net income to total assets 

  

Variance equality T-TEST for equality of means 

F 
Significance 

level 
t 

Freedom 

degree 

Significance 

level 

Mean 

difference 

Standard error 

of the 

difference 

95%  confidence interval of 

the difference 

less more 

Working 

capital to 

total assets 

ratio 

Homogeneity 

of variance 

 

0/135 0/717 3/553 26 0/001 0/13034214 0/03668314 0/0549389 0/2057454 

Variance 

anisotropy 
  3/553 25/375 0/002 0/13034214 0/03668314 0/0548484 0/2058359 

 

 With the assumption of homogeneity of variance (Since the significance level of the leuven test for the 

amount of net income to total assets is equal to 0.081 and more than 0.05, so the null hypothesis is accepted at 

the 95% confidence level which means that there is equality of variance) Sig of test for equality of means equal 

to zero and is less than 0.05, and the value of t (4.525) in the region of the null hypothesis rejection. It means 

that the net income to total assets before revaluation is significantly different from after revaluation.( Since both 

upper and lower limits are possitive, mean difference of both communities are more than zero and mean value 

of first community is more than the second one which means that the ratio of net income to total assets has 

become increasingly reduced after revaluation than before). 

 

The sixth hypothesis test:  

 Working capital to total assets ratio after revaluation than before it has a significant difference. 

 
Table 11: Two-sample t-test for the sixth subsidiary hypothesis, the ratio of working capital to total assets. 

  

Variance equality T-TEST  for equality of means 

F 
Significance 

level 
t 

Freedom 

degree 

Significance 

level 

Mean 

difference 

Standard error 

of the 

difference 

95%  confidence interval of 

the difference 

less more 

Net 

income to 

total assets 

Homogeneity 

of variance 
3/289 0/081 4/525 26 0/000 0/06717314 0/01484379 0/0366613 0/0976850 

Variance 

anisotropy 
  4/525 22/281 0/000 0/06717314 0/01484379 0/0364115 0/0979348 

 

 

 With the assumption of homogeneity of variance (Since significance level of the Leuven test for the 

working capital to total assets ratio equals to 0.717 and is more than 0.05, so the null hypothesis is accepted at 

the 95% confidence level which means that there is equality of variance) Sig of test for mean equality is 0.001 

and less than 0.05, and the value of t (3.553) in the region of the null hypothesis rejection.this means that the 

working capital to total assets after revaluation has significant difference than before.(Since both upper and 
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lower limits are possitive, the mean difference of both communities are more than zero and the mean value of 

first community is greater than the second which means that the ratio of working capital to total assets has 

become increasingly reduced after revaluation than before) 

 

The seventh hypothesis test:  

 The ratio of current assets to current liabilities has a significant difference after revaluation than before. 

 
Table 12: Two-sample t-test for the seventh subsidiary hypothesis, the ratio of current assets to current liabilities. 

 revaluation number mean Standard deviation Standard error 

the ratio of current assets to current liabilities 1 14 1/154416 0/54084317 0/1445464 

 2 14 0/8380121 0/41499258 0/1109114 

 
Table 13: Two-sample t-test for the seventh subsidiary hypothesis, the ratio of current assets to current liabilities. 

  

Equality of variance T-TEST for equality of means 

F 
Significance 

level 
t 

Degrees 

of 

freedom 

Significance 

level 

Mean 

Differences 

Standard error 

of the 

difference 

95% confidence interval of 

the difference 

less more 

The ratio of 

current assets 

to current 

liabilities 

Homogeneity 

of variance 

 

0/005 0/947 1/727 26 0/094 0/31640429 0/18219498 -0/058103 0/6909114 

Variance 

anisotropy 
  1/727 24/367 0/095 0/31640429 0/18219498 -0/059328 0/6921365 

 

 Assuming the variance anisotropy (Since significance level of the Leuven test for the ratio of current assets 

to current liabilities is equal to 0.947 and more than 0.05, so the null hypothesis is accepted at the 95% 

confidence level which means that there is equality of variance). Sig of the test for equality of means is equal to 

0.094 and more than 0.05. this means that the ratio of current assets to current liabilities after revaluation has no 

significant differences than before (Since the upper limit is + and lower limit is negative and the Mean 

difference is not significantly different between the two communities and the equality of two population means 

is not rejected).  

 

The eighth hypothesis test:  

 Ratio of total debt to total assets after revaluation is a significantly different than before. 

 
Table 14: Two-sample t-test for eighth subsidiary hypothesis, the ratio of total debt to total assets. 

 Revaluation number Mean Standard deviation Standard error 

 1 14 0/8054836 0/23742006 0/0634532 

the ratio of total debt to total assets 2 14 0/4454693 0/09818851 0/0262420 

 
Table 15: Two-sample t-test for eighth subsidiary hypothesis, the ratio of total debt to total assets. 

  

Equality of variance T-TEST for Mean equality 

F 
Significance 

level 
t 

Freedom 

degree 

Significance 

level 

Mean 

difference 

Standard error 

of the 

difference 

95%  confidence interval of 

the difference 

less more 

Ratio of 

total debt 

to total 

assets 

Homogeneity 

of variance 
10/907 0/003 5/243 26 0/000 0/36001429 0/06866548 0/2188704 0/501158 

Variance 

anisotropy 
  5/243 17/321 0/000 0/36001429 0/06866548 0/2153468 0/5046818 

 

 

 With the assumption of variance anisotropy (Since the significance level of the ratio of total debt to total 

assets is equal to 0.003 and is less than 0.05, so the null hypothesis is rejected at the 95% confidence level 

which means that there is variance anisotropy) Sig of test of mean equality is zero and less than 0.05, and the 

value of t is (5.243) in the region where the null hypothesis is rejected and this means that the ratio of working 

capital to total assets ratio after revaluation has a significant difference compared to before. ( Since both upper 

and lower limits are positive, the difference between the two communities is greater than zero and the mean of 

the first community is greater than the second, the the ratio of total debt to total assets is equal has a significant 

difference after revaluation than before). (since both upper and lower limits are positive, the difference between 

the two communities is greater than zero and the mean of the first population is greater than the second 

population, the ratio of total debt to total assets has become increasingly reduced after revaluation than before).  

 

The ninth hypothesis test:  

 Return of fixed assets is significantly different after revaluation than before. 

 
Table 16: Two-sample t-test for the ninth sub- hypothesis, efficiency ratio of fixed assets. 

0 revaluation number mean Standard deviation Standard error 
efficiency ratio of fixed assets 1 14 76/05002 63/66315607 17/01469 

 2 14 0/3322021 0/16882644 0/0454148 
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Table 17: Two-sample t-test for the ninth subsidiary hypothesis, efficiency ratio of fixed assets. 

  

Variance equality T-TESTfor the Mean equality 

F 
Significance 

level 
t 

Degrees 

of 

freedom 

Significance 

level 

Mean 

Difference 

Standard  

difference 

error 

95 % confidence interval 

of the difference 

less more 

Efficiency 

ratio of fixed 

assets 

Homogeneity 

of variance 
28/407 0/000 4/450 26 0/000 75/71782 17/01475 40/74349 110/6921 

Variance 

anisotropy   4/450 13/000 0/0001 75/71782 17/01475 38/95973 112/4759 

 

 Assuming the variance anisotropy (Since the significance level of the Leuven test for the efficiency of fixed 

assets is equal to zero and less than 0.05, so the null hypothesis is rejected at the 95% confidence level. 

 

The tenth hypothesis test:  

 The efficiency ratio of trotal assets has a significant difference after revaluation than before. 

 
Table 18: Two-sample t-test for tenth subsidiary hypothesis, the efficiency ratio of total assets. 

 revaluation number Mean Standard deviation Standard error 
the efficiency ratio of total assets 1 14 1/245803 1/34570898 0/3596559 

 
2 14 0/2486157 0/0866740 0/0290426 

 
Table 19: Two-sample t-test for tenth subsidiary hypothesis, efficiency ratio of the total assets. 

  

Variance equality T-TESTfor Mean equality 

F 
Significance 

level 
t 

Degrees 

of 

freedom 

Significance 

level 

Mean 

difference 

Standard  

difference 

error 

95% confidence interval of 

the difference 

less more 

The efficiency 

ratio of total 

assets 

Homogeneity 

of variance 
5/901 0/022 2/764 26 0/010 0/99718714 0/36082656 0/2554975 1/738877 

Variance 

anisotropy 
  2/764 13/170 0/016 0/99718714 0/36082656 0/2186876 1/775687 

 

 Assuming the variance anisotropy (Since the significance level of the Leuven test for efficiency ratio of 

total assets is equal to 0.022 and less than 0.05, thus the null hypothesis will be rejected at the 95% confidence 

level which means that there is a variance anisotropy) Sig of Mean equality test is equal to 0.016 and less than 

0.05, and the value of t is (2.764) in the region of the null hypothesis rejection and this means that the efficiency 

of total assets after revaluation has significant differences than before (Since upper and lower limits are both 

positive, the difference between the two communities is greater than zero and the mean of the first population is 

greater than the second population, the total efficiency of assets after revaluation has become increasingly 

reduced than before). 

 

Second main hypotheses test:  

 Final cost of cubic meter of sold gas after revaluation is significantly different than before revaluation. 

 
Table 20: Two-sample t-test for the second main hypothesis, Final cost of cubic meter of sold gas. 

 revaluation number Mean Standard deviation Standard error 
Final cost of cubic meter of sold gas 1 14 26/22965 17/38297047 4/645794 

 2 14 101/5577 36/36955520 9/720172 

 
Table 21: Two-sample t-test for the second main hypothesis, Final cost of cubic meter of sold gas. 

  

Variance equality T-TEST for Mean equality 

F 
Significance 

level 
t 

Degrees of 

freedom 

Significance 

level 

Mean 

difference 

Standard  

difference 

error 

95% confidence interval 

of the difference 

less less 

Depreciation to 

cost ratio 

Homogeneity of 

variance 
6/946 0/014 

-

6/992 
26 0/000 -75/3281 10/77335 -97/4730 -53/1831 

Variance 

anisotropy 
  

-

6/992 
18/645 0/000 -75/3281 10/77335 -97/9061 -52/7501 

 

 Assuming the variance anisotropy (Since the significance level of the Leuven test for final cost of a cubic 

meter of sold gas is equal to 0.014 and less than 0.05, yjus the null hypothesis will be rejected at the 95% 

confidence level which means that there is a variance anisotropy) Sig of means equality test is equal to zero and 

less than 0.05 and the t is (-6.992) in the region of the null hypothesis rejection and this means that the final cost 

of a cubic meter of sold gas after revaluation is significantly different than before (since both upper and lower 

limits are negative, the mean difference between the two communities is less than zero and the mean of first 

community is less than the second community, which means that the final cost of a cubic meter of sold gas after 

revaluation been increased). 

 

Discussion and conclusion:  

 In this study, the required information has been extracted from the financial statements of provincial gas 

companies, all of which have been certified by the auditing organization.  
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 Of the financial statements, the value of fixed assets, depreciation of fixed assets, profits, final cost of sold 

gas, total assets, total liabilities, current assets, current liabilities, and the amount of sold gas final cost and 

amount of sold gas are extracted. Then by dividing the amount of sold gas final cost on sold gas amount , final 

cost of a cubic meter of sold gas is respectively derived. Finally, the amounts before and after revaluation The 

following results were obtained.  

 

Subsidiary hypothesis:  

1) there is a significant statistical difference between the Zmijewski  bankruptcy ratio before and after the 

revaluation. 

2) The majority of provincial gas companies were not shown bankrupt before revaluation.  

3) revaluation has caused the provincial gas companies to make a significant distance from bankruptcy after 

revaluation.  

4) There is no significant difference before and after revaluation between the average depreciation ratio and the 

final cost of sold gas. 

5) there is a significant statistical difference between the ratio of net income to total assets before and after 

revaluation.  

6) There is a significant statistical difference before and after revaluation between the average ratio of working 

capital to total assets.  

7) There is no significant statistical difference between the mean ratio of current assets to current liabilities 

before and after revaluation. 

8) There is a significant statistical difference between the average ratio of total liabilities to total assets before 

and after revaluation.  

9) There is a significant statistical difference between the average efficiency ratio of fixed assets before and 

after revaluation.  

10) There is a  significant statistical difference between average efficiency ratio of total assets before and after 

revaluation.  

 

Analysis of the main hypothesis 

First hypothesis: 

 As we know, a company is considered bankrupt when it does not have ability to pay its debt and 

obligations. Also we know that the assets back the dues. So if the value of assets is less than the debt, the 

company is not able to repay debts and the company is considered to be bankrupt. But the debt over time tend to 

follow inflation, while the book value of assets does not increase with inflation. Here, even if the true value of 

assets is over liabilities, the book value of assets does not show this issue and apparently the company is thought 

to be bankrupt. From the results of the the first, second and third subsidiary hypothesis it can be concluded that 

based on Zmijewski  bankruptcy ratio, most provincial gas companies were not faced with bankruptcy. 

 But according to the results of the third hypothesis test, it can be concluded that revaluation of fixed assets 

causes the provincial gas companies to significantly distance themselves from bankrupt. In fact, by revaluation 

of fixed assets the ratio of assets to liabilities has led to an increase and this issue has eliminated the observed 

nominal bankruptcies in corporate financial statements.  

 

The second hypothesis: 

 Among the items which is considered in the calculation of final cost of goods is the depreciation expense. 

By revaluation of fixed assets, depreciation expense is also revaluated, this expence is calculated in the final 

cost of goods and is certainly effective in changing good’s final cost. According to the second hypothesis test 

result and the fourth subsidiary hypothesis, there is a  significant statistical difference between average final 

cost of a cubic meter of sold gas a before and after revaluation. That means the revaluation of the fixed assets of 

the provincial gas companies have led the final cost of a cubic meter of sold gas to face a significant 

differences. 

 

Third hypothesis:  

 Since the objective of this study was to evaluate the financial effects of revaluation of fixed assets of 

provincial gas companies  and also an important part of any company's financial performance is related to its 

assets, in order to assess this part of  the financial performance, those financial ratios are used in which the 

assets and depreciation of assets are used. Regarding the results of the fifth to tenth tests which are related to the 

financial ratios, it is concluded that the financial ratio s that are related to assets have faced a significant 

difference after revaluation in comparison to before the revaluation. It can be concluded from these results that 

according to the financial ratios, the financial performance of the provincial gas companies after revaluation 

have found a significant difference rather than before revaluation. 
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 As we saw, the fixed assets revaluation has various effects on the financial situation of companies. 

According to the results of this work these effects are: 

1. Revaluation of fixed assets can be an action to remove the false and superficial bankruptcy company from 

companies. 

2. Revaluation of fixed assets due to the making an increased depreciation expense, leads to significant 

changes in commodity final costs of sold goods. 

3. Revluation of fixed assets caused significant changes in the financial performance due to significant changes 

in financial ratios. 

 

Suggestions for future research:  

 During the research process the researcher is faced with many obstacles and also be aware of  other issues of 

the subject which can give a help to the future researchers to go beyond. Suggestions for future research are as 

follows: 

1) There are many obstacles in the way of Revaluation of fixed assets in companies which with studying and 

discovering them,we can help the revaluation process and increase the motivation to do it. 

2) Since in current era and in our country, gas is a necessary consumptional good in every day life and also in 

industry and all members of the society including rich and poor use it, there should be a correct pattern to to 

determine the final cost of gas and the sale cost. 

3) In addition to the quantitative factors, qualitative factors also has an important effect on the financial 

performance of companies which by determining how and how much is the impact of these factors, including 

the qualitative effectiveness of management, we can help to improve the financial state of companies. 

4) Given that the primary motivation for revaluation of fixed assets is privatization in the provincial gas 

companies, two topics can also be stated:  

A) the effects of the revaluation on privatization process  

B) accelerating factors of privatization process 

5) One of the objectives of financial statements is to provide useful information that one of the conditions of 

their usefulness is being clear and up to date. Evaluation of the effect of fixed assets revaluation helps and 

motivate to do the revaluation. 
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