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ABSTRACT 

The study Creative accounting and the role of the auditor in verifying their practices and 

results is auditor's responsibility for discovering creative accounting is still one of the most 

controversial issues facing his auditing profession. It is arguably one of the main reasons 

contributing to the so-called "expectations gap" What the community and the general public 

expect from the auditors and auditors and what auditors and reviewers are doing in 

accordance with the accepted auditing standards. 

The concept of creative accounting has become a focus of attention by accountants and 

auditors in recent years. Through this research, we have highlighted the concept of creative 

accounting in many aspects, focusing on the role of the auditor in verifying the practice and 

results of creative accounting. Search seven chapters, the following is a summary of those 

chapters 

In light of the nature of the problem referred to it, the researcher put forward two basic 

hypotheses: hypothesis there is a significant relationship between the awareness of users of 

financial reports and the discovery of creative accounting practices and thus reducing them. 

Results There are several definitions of the concept of creative accounting but they all agree 

that it is a modern ،complex and innovative processes or practices by which accountants use 

their knowledge of accounting rules and laws to address the numbers recorded in corporate 

accounts or manipulating them in order to achieve specific objectives. 

General Recommendations raise sufficient awareness to clarify and explain creative 

accounting in order to demonstrate its harm and thus reduce activating the professional 

organization of the profession of accounting and auditing and the establishment of a code of 

professional conduct and the formation of the Professional Ethics Committee ،one of the most 

important functions to establish the rules of conduct that must be committed by the 

accountant and auditor approved. 
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Research Summary 
The concept of creative accounting has become a focus of attention by accountants and 

auditors in recent years. Through this research, we have highlighted the concept of creative 

accounting in many aspects, focusing on the role of the auditor in verifying the practice and 

results of creative accounting. Search seven chapters, the following is a summary of those 

chapters. 

 

Chapter one: This chapter deals with the concept of creative accounting, reviewing the most 

important definitions of the concept from several viewpoints, as well as reviewing the views 

of some specialists on the concept of creative accounting. At the end of the chapter, the 

researchers concluded the definition of the concept of creative accounting from their point of 

view. 

 

Chapter Two: In this chapter, the two researchers reviewed the most important methods used 

in creative accounting, illustrating the multiple and complex forms of these practices, which 

can only be discovered through specialists. 

 

Chapter third: Managing profits and beautifying the image of income to provide a 

"misleading" impression of profits to serve various purposes is one of the most important 

objectives of creative accounting. 

 

Chapter four: The fight against creative accounting practices is difficult and complex, and the 

researchers in this chapter to the most important trends and methods and modern methods 

used to detect and reduce creative accounting practices. 

 

Chapter five: This chapter was developed by highlighting the role of professional 

organizations to deal with any problems or risks that may affect the profession. In this regard, 

this chapter dealt with the role of the International Accounting Standards Board of the 

International Federation of Accountants in reducing creative accounting practices. 

 

Chapter six: This chapter discusses the moral role and its relation to the concept of creative 

accounting, as well as the role it plays in influencing this concept. 

 

Chapter seven: This chapter discusses the role of the auditor in verifying the practices and 

results of creative accounting, by highlighting the role of the central auditor and the 

framework of his responsibilities as well as how to enhance the performance of the auditor's 

work to reduce creative practices. 

 

Conclusions and Recommendations: This section was devoted to clarifying the most 

important conclusions reached by the researchers concerning the subject of creative 

accounting. The researchers also reviewed the most important recommendations related to the 

subject of the research. The recommendations were divided into two types: 

Introduction: 
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The auditor's responsibility for discovering creative accounting is still one of the most 

controversial issues facing his auditing profession. It is arguably one of the main reasons 

contributing to the so-called "expectations gap" What the community and the general public 

expect from the auditors and auditors and what auditors and reviewers are doing in 

accordance with the accepted auditing standards. 

 

If the community concerned with the audit report expects the auditors to discover creative 

accounting practices of fraud and fraud, the industry standards have confirmed that the 

auditors' responsibility in this regard tends to be designed for the normal audit process not 

primarily to detect fraud and errors only, At the beginning of the auditing and auditing period, 

the function of the auditor, especially the external, focused on the discovery of errors and 

fraud, and then developed into a neutral opinion about the fairness and credibility of the 

financial statements. However, attention to the responsibility of auditors in detecting cases of 

fraud and distortion has been active and In the early 1980s as a result of the failure of many 

projects and companies and their bankruptcy and the unexpected collapse of many capital 

markets, as well as increased awareness and political and public attention to the public the 

magnitude of manipulation, fraud and distortion in the data of many enterprises, especially 

through members of the board of directors and managers. 

The concept of creative accounting has become a focus of attention by accountants and 

auditors in recent years, especially after the events of the collapse of Enron Loading Arthur 

Andersen as the company responsible for auditing the company Enron part of the 

responsibility of the collapse of the company and accused Manipulating the accounting data 

of the company, taking advantage of some accounting procedures and policies that show the 

accounting data in the wrong form. 

 

In this research, the two researchers will discuss the main problem of the research, namely, 

that some people wish to achieve specific objectives, whether from the board members or the 

owners of companies or stakeholders, which sometimes prompts them to address the 

accounting data of the company or manipulation by creating methods and methods of 

accounting Taking advantage of some accounting policies or legal gaps, which is called 

(creative accounting) in order to achieve the goals that they seek, 

 

In light of the nature of the problem referred to it, the researchers put forward two basic 

hypotheses: 

 

The first hypothesis: 

There is a significant relationship between the awareness of users of financial reports and the 

discovery of creative accounting practices and thus reducing them. 

 

The second hypothesis: 

There is an effective role for both auditors of audit institutions or sectors that monitor the 

business of companies in accounting firms or internal auditors of companies in discovering 

and reducing creative accounting practices. 
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In this research, the researchers will achieve the following objectives: 

1. To shed light on the previous studies that dealt with the subject of creative accounting and 

its findings to be the starting point for this research. 

2. Review the most important methods used in creative accounting. 

3. Identify trends and means to detect creative accounting practices, and their contribution to 

restricting manipulation of financial statements and the role of international accounting 

organizations. 

4. Understanding the ethical perspective of creative accounting. 

5. The auditor's role in verifying the practices and results of creative accounting. 

  

In conclusion, we ask God Almighty to be able to provide us with this research in an 

appropriate manner, scientifically and accurately. 

 

Chapter One 

 The Concept of Creative Accounting and its Definitions 

 
CREATIVE ACCOUNTING or fraudulent accounting, as some call it a 1980s-born event, is 

likely to have started when companies faced difficulties in the recession of the early 1980s, 

when there was pressure to make better profits at the time when It's hard to find those profits 

and any other kind, and when companies find out that the laws tell you only what you cannot 

do and not what you can do! So companies have seen that if they cannot make profits they 

can at least invent them. 

 

Many researchers, writers and specialists have tried to define the concept of creative 

accounting, and given the different orientations of these researchers and writers, many 

definitions have emerged for this concept. These definitions were built according to a view of 

their situation. The researchers will then conclude with a comprehensive and concise 

definition of creative accounting from their point of view. 

 

Naser (1) presents his definition of creative accounting from an academic point of view as 

"the conversion of financial accounting numbers from what they actually are to what the 

bidders want by exploiting or taking advantage of existing laws and / or ignoring some and / 

or all of them" . 

 

 Amat (2) defines creative accounting as "the process by which accountants use their 

accounting knowledge to address the figures recorded in business accounts." 

 

 Phillips (3) presents his concept of creative accounting as "a comprehensive and general 

description of the manipulation of funds or financial offer for internal motives". 
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Mulford (4) gives his definition of creative accounting as the actions or steps used to 

manipulate financial figures, using accounting principles and options, or any action or step 

towards managing profits or preparing income. 

 

The concept of creative accounting has become a focus of attention by accountants and 

auditors in recent years, especially after the events of the collapse of Enron Enron Loading 

Arthur Andersen as the company responsible for auditing the company Enron part of the 

responsibility of the collapse of the company and accused Manipulating the accounting data 

of the company, taking advantage of some accounting procedures and policies that show the 

accounting data in the wrong form. 

 

In this research, the two researchers will discuss the main problem of the research, namely, 

that some people wish to achieve specific objectives, whether from the board members or the 

owners of companies or stakeholders, which sometimes prompts them to address the 

accounting data of the company or manipulation by creating methods and methods of 

accounting Taking advantage of some accounting policies or legal gaps, which is called 

(creative accounting) in order to achieve the goals that they seek، 

 

In light of the nature of the problem referred to it, the researchers put forward two basic 

hypotheses: 

The first hypothesis: 

 

There is a significant relationship between the awareness of users of financial reports and the 

discovery of creative accounting practices and thus reducing them. 

 

The second hypothesis: 

 

There is an effective role for both auditors of audit institutions or sectors that monitor the 

business of companies in accounting firms or internal auditors of companies in discovering 

and reducing creative accounting practices. 

 

In this research, the researchers will achieve the following objectives: 

1. To shed light on the previous studies that dealt with the subject of creative accounting 

and its findings to be the starting point for this research. 

2. Review the most important methods used in creative accounting. 

3. Identify trends and means to detect creative accounting practices, and their 

contribution to restricting manipulation of financial statements and the role of 

international accounting organizations. 

4. Understanding the ethical perspective of creative accounting. 

5. The auditor's role in verifying the practices and results of creative accounting. 

  

In conclusion, we ask God Almighty to be able to provide us with this research in an 

appropriate manner, scientifically and accurately. 
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Chapter Two 

Methods Used in Creative Accounting 

 

As we have already pointed out, creative accounting has several definitions. Among these 

definitions is the definition of creative accounting as "the methods or means used to transfer 

financial data figures from what they actually are to what the destitute wants by exploiting 

existing rules and / or neglecting some Of them or all of them. "(1). 

In this part of the research we will review the most important methods used in creative 

accounting, and here it must be noted that there are many methods and methods used in 

creative accounting, but we have reviewed the most important of these methods are as 

follows: 

 

1 ) Sometimes accounting rules allow the company to choose between a different number of 

accounting methods. For example, in a number of countries, the company is allowed to 

choose between the policy of deleting the expense of development as it occurs and 

amortization at the expense of the life of the project. Give your favorite photo. 

 

2 ) The use of some inputs in calculations that are related to assessment or prediction. 

 In some cases, when assessing the age of an asset in order to calculate depreciation, these 

evaluations are usually done at work and the creative accountant has the opportunity to make 

a mistake in terms of caution or optimism in this assessment. In some cases, For example, a 

statistical expert may assess the future financial obligation of pensions. In this case, the 

creative accountant can manipulate the value either by means of the means by which an 

assessment is made or by the choice of an appraiser or resident known to take an optimistic or 

pessimistic approach as desired by the accountant. 

 

2 ) Synthetic transactions can be entered either to manipulate budget amounts or to move 

profits between accounting periods. 

For example, suppose that arrangements have been made to sell an asset to a bank rather than 

to lease that asset for the rest of its useful life so that the selling price of that asset may be put 

under the "sale and renegotiation" ) Higher or lower than the current asset value because the 

price differential can be compensated by low or overcharging. 4) manipulation of the timing 

of transactions in order to determine a certain year to be loaded with profits or losses for any 

purpose of the accountant, especially in the case of differences between the book value and 

the market value or real value 

The researchers conclude that the methods used in innovative accounting have a rather 

complex and complex forms, which can only be discovered by specialists. 

 

[1 ] Amat, O. and Blake, J., "The Ethics of Creative Accounting P 11 
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Chapter Three 

Creative Accounting, Accounting Profits Management, and Income Image 

Beautification 

 

Financial accountants who engage in creative accounting exploit certain accounting policies 

and legal gaps to provide a "misleading" impression of profits to serve their various purposes 

and objectives. There are many methods and practices used to manage profits and to beautify 

income images. From doing, namely: 

 

 (1 ) In general companies prefer to report on the trend of steady growth in profit instead of 

showing unstable profits with a series of dramatic ups and downs, and this is achieved by 

managing an unnecessary large reserve for financial liabilities and asset values in good years 

so that This will reduce the reserve and thus improve the profits planned in the bad years, and 

thus disappear the fluctuations or decreases that may affect income, which may lead 

shareholders or investors to ask questions to the Governing Council in this regard. 

Here is the seriousness of creative accounting in light of the lack of transparency and the 

absence of the role of investors on the one hand that if the commercial conditions of the work 

are unstable and fluctuating effectively, investors have every right to know it. 

 

 (2) Describes how accounting policies in some economic units are designed through regular 

accounting rules to match earnings reported with earnings forecasts. 

 For example, when the unit sells its products, the recognition of a significant part of its profit 

for future years is deferred under the pretext of covering the expenses of improving the 

quality of the potential and supporting the customers. 

 

The importance of such practices is that the performance of board members is sometimes 

assessed based on the expectations and forecasts that are made when they receive their tasks. 

Therefore, once the forecasts are achieved, this means that the forecasters are highly skilled, 

efficient and intuitive, thus increasing their economic position. The company thus get high 

ratings and thus a great reward .    1 Healy, P. M. and Wahlen, J. M., "A Review of the 

Creative Accounting Literature and its Implications for Standard Setting" p12-13 

 

(2 ) The change in accounting policies by the directors of a company in order to imitate the 

income picture in some cases, in order to distract investors or observers from the bad news. 

Collingwood 1991 (1) refers to a famous incident in the United States in which K-Mart 

changed some of its accounting policies to show quarterly earnings of more than 30% of its 

value under previous accounting policies to coincide with a bad news As the largest retailer in 

the United States from the first to the second in order to distract investors and observers from 

this news. 

 

(2 ) Creative accounting can help either to maintain or enhance the share price either by 

reducing clear lending levels, which makes the company appear to be at lower risk or by 
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creating a good-for-profit profile, which helps the company raise capital by issuing New 

shares and offer its own shares in the company's IPO. 

 

In general, Dharan and Lev (2), in a 1993 study, noted that analysts in highly efficient and 

vigilant markets would not be deceived by cosmetic accounting practices, and accounting 

changes in income adjustment were a sign of weakness. Any cosmetic operation of the 

income picture of the company will certainly be followed by poor performance in the share 

price in the periods and years following those accounting changes to increase income .    1 

Healy, P. M. and Wahlen, J. M., "A Review of the Creative Accounting Literature and its 

Implications for Standard Setting". p 15-16 

 2 Ibid., Pp. 20-21 

 

Chapter 4 

Modern Trends and Methods for Discovering and Limiting Creative 

Accounting Practice. 
 

There is no doubt that the fight against creative accounting practices is a difficult and 

complex, so those interested in this area constantly seek to know the developments of creative 

accounting in order to detect these practices and then try to reduce them, and the following 

will present the researchers in this chapter the most important trends and methods and 

methods of modern Used to detect and reduce creative accounting practices as follows: 

 

(1 ) The idea of audit committees emerged in the United States after the violent financial 

shocks resulting from the manipulation of financial reports, which resulted in both the New 

York Stock Exchange (NYSE) and the US Securities and Exchange Commission (SEC) 

recommending the establishment of a committee of registered companies consisting of a 

number of Non-executive members have the task of appointing the external auditor and 

determining his fees in an attempt to increase his independence when expressing his opinion 

on the financial statements issued by companies. Therefore, the American Institute of 

Certified Public Accountants (AICPA) in 1967 recommended that all companies, In 1972, the 

SEC issued recommendations to compel companies to set up an audit committee. In 1978, the 

New York Stock Exchange obliged all listed companies to establish audit committees. 

  

(2 ) After the economic collapse and financial crises experienced by many economies of East 

Asia, Latin America and Russia in the late twentieth century and financial collapses in many 

markets of the world, as well as the opening of the global financial markets and the 

globalization of markets and reliance on private companies to increase economic growth rates 

For many countries of the world and the huge expansion in the size of these companies, there 

is an urgent need to establish new ethical and ethical standards, and these standards and 

ethical principles have been called what is now known as the concept of corporate governance 

GOVERNANCE to reduce the phenomena Creative accounting and damages that may arise 
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from the presence and to the lack of the necessary transparency that would raise the level of 

global and local economies. 

(3) reducing the scope of selection of alternatives and accounting treatments by reducing the 

number of alternatives and accounting treatments available or identifying the circumstances 

under which each treatment could be used; therefore, the IASB and its recent amendments 

have eliminated their alternative treatment standards, In most of its standards. 

By reducing the alternatives, the company that chooses a particular accounting process to 

produce its desired image in a year will be forced to use the same treatment in similar future 

conditions where the result is less satisfactory. 

 

(2 ) reduce the misuse of certain accounting policies, and this is done by: 

In this regard, when some UK accountants went to use the "emergency clause" part of the loss 

and profit accounts in the items they wish to avoid including in the operating profit, the 

accounting standards body The British canceled the "emergency clause" permanently so as 

not to misuse it. 

The other way is to activate the "stability" hypothesis. Stability here means consistency in the 

use of the accounting policies adopted by the financial statements. This means that once a 

company has chosen an accounting policy that suits it in one year, In the subsequent years, 

which may not be appropriate for such policies as they were, and here it should be noted that 

does not mean that it is not allowed to change the accounting policies, but the intention is not 

to change those policies except in case of absolutely necessary and provided disclosure of the 

financial effects resulting from the change of these policies. 

 (2 ) The most important and most powerful method is the vigilance and efficiency of auditors, 

auditors and audit committees in the discovery of the creative accounting practices followed 

by some. This is done through the selection of efficient and reliable audit offices. The 

competent and competent auditor is able to design audit procedures to obtain reasonable 

assurance On the distortions arising from creative accounting that are discovered, which are 

considered essential to the financial statements. 

(2 ) The development of accounting culture among investors, interested and users of financial 

information in different spectra, and this is done through self-education by some investors or 

users of financial information in order to raise their accounting level, or through the 

authorities concerned with the safety and transparency of financial statements and what is 

contained From the information whether they are government agencies or the private sector, 

and the process of education through the presentation of educational and educational 

accounting programs or send explanatory messages or holding seminars for users of financial 

information explaining the creative practices practiced by some companies and the most 

important The Rat in the field of auditing and accounting. 

(2 ) activating the professional organization of the profession of accounting and auditing and 

the establishment of a code of professional conduct and the formation of the Professional 

Ethics Committee, one of the most important functions to establish the rules of conduct that 

must be complied with the accountant and auditor approved. 

In general, the authors conclude that the competent auditor usually seeks sufficient and 

appropriate evidence to prove that there have been no distortions or errors. Here, it is 
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important to point out that because of the limitations inherent in the audit process, there are 

unavoidable risks of not detecting material distortions in the financial statements because of 

creative accounting practices, it is possible to detect distortions and excesses in the financial 

statements for the period covered by the auditor's report. However, this does not mean that the 

auditor fails to adhere to the basic principles and procedures necessary for the review. These 

principles and procedures, it is possible to detect some irregularities and distortions in the 

financial statements. 

 

 

Chapter 5 

The Ethical Perspective of Creative Accounting 
 

With regard to the ethical perspective of creative accounting, many ethical considerations 

have arisen as follows: 

First, the accounting system shares the legal systems in many ways, where we can look at the 

values and ideas emanating from the systems of law and justice systems because such 

systems are social structures that we can look at to find basic ethical values such as honesty. 

Lyons 1984 discussed the values taken as examples In legal processes, where respect for the 

law is defined as an important moral element, "for example, well-established procedures can 

promote respect for the law and thus obey the law that many consider a good thing." There 

may be some controversy about systems that either because they were poorly drafted or 

because their application mechanisms are inappropriate and disrespectful. Lyons discusses the 

rule of law, but this point is more strongly demonstrated on the non-legislative system, such 

as the accounting system. Respect for those who are called to apply it is likely to result in 

systemic failure, and in the context of large and small manipulation of financial statements, 

which we have known and that it raises problems in the system of accounting, so the system 

lacks power if it is subject to manipulation by economic or political forces For any HD Of the 

objectives. 

Secondly, it is generally agreed that the Authority includes responsibility and that injustice is 

merely a misuse of power as indicated (Plato, 1992). Many moral philosophers have adopted 

similar ideas of justice in accordance with the rights of every individual or group throughout 

history, and according to this perception of justice and other modern perspectives such as the 

famous Raul theory of justice established in 1972, there is no doubt that the authors of 

financial statements that abuse power in (Fischer and Rosenzweig, 1995) found that 

accounting and MBA students criticized transactions that were subject to manipulation and 

misuse of accounting principles. Naser and Pendlebury (1992) also discovered the displeasure 

of auditors in Britain for such positions. 

Moving from the general concept of injustice and dishonesty, we can address a more personal 

level where individuals make decisions about work that can be defended in one way or 

another.  
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However, business decisions are not exempt from ethical considerations, as Solomon 1993 

(5) to accept once again the moral idea that "work is nothing but work". 

 

Thus, the researchers see that creative accounting can be considered morally reprehensible 

because of what they see as ethical violations pursued by accountants in their profession, 

which must be addressed to these behaviors so that they can obtain transparency and 

credibility. Revsine, L .: 1991, the Selective Financial Misrepresentation Hypothesis, 

Accounting Horizons, December, P 16-27. 

 

Chapter 6 

The Role of the Auditor in Verifying the Practices and Results of Creative 

Accounting 

 
 First: The role of the central auditor and the framework of his responsibilities: 

Audit or auditing is generally defined as an organized process performed by a competent and 

independent auditor to verify verifiable information and allegations relating to financial 

activities and events and to reconcile their economic results with established accounting 

standards) Through the collection and evaluation of audit evidence (statements, ratifications, 

observations and inquiries) with the report on the results of that process to the Parties using 

that information for use in decision-making. 

The accounting and auditing profession has developed in an environment where economic 

activities are highly complex and the management of the entity provides information on its 

resources and obligations to assist investors, suppliers, lenders and other parties in making 

their decisions by preparing financial statements containing economic claims and 

explanations Information Economic Assertion Representation Since the management 

representing the preparers or providers has its own operational objectives and interests that 

may differ from the interests of information users, it is therefore necessary to audit and 

examine such information And died through a professional accountant and impartial to 

express his opinion on the credibility and reliability. 

Thus, the audit profession may have emerged in response to or in response to the need for 

impartial scrutiny of such information. Until such service is provided, the auditor seeks 

objectively and impartially to collect evidentiary evidence relating to the allegations under 

review, Documents, supporting documents, ratifications, etc., and then compares those claims 

and information with established standards (including accounting standards or agreed 

accounting principles) on the basis that such allegations and information contained in the 

financial statements have been presented honestly And does not include any practice of 

creative accounting, which will provide a reference report the tool to connect users of that 

information to the extent of their reliability and reliability (Credibility and Reliability). 

Based on this, the auditor's primary responsibility is to clarify in his report his opinion to the 

parties to the accounting information whether the financial statements containing the 

management's allegations have been fairly and fairly presented, as well as without any 

irregularities or distortions and do not involve any creative accounting practices  .  
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Auditing process through neutral references 

However, it is important to note that the audit process does not provide a complete guarantee 

for the discovery of all creative accounting practices, because it is simply not an ideal 

process. There is a possibility that some creative accounting practices will not be discovered, 

even in the best performance possible. If a reviewer tries to discover all the creative 

accounting practices, the cost of auditing will be large and unacceptable, so he should focus 

his efforts on areas where there is a high risk of fraud or manipulation, and during 

Implementation For me, the audit has a great deal of assurance to discover, and although it is 

not an absolute confirmation but a very high level of affirmation, and therefore the accuracy 

of information in the financial statements of all companies will rise, which will enable capital 

markets to work and must be In the United States of America, there are (15000) (1) public 

companies whose shares are offered for public subscription. They must be reviewed annually. 

Without auditing their financial statements, these companies can not obtain Capital through 

TAR And many private companies need an annual review of their financial statements to 

obtain and maintain funding from banks and other financial institutions. In most cases, the 

company can obtain low-rate financing if it has audited financial statements annually. To say 

that auditing the financial statements reduces the cost of capital.Mr. Amin Lutfi, "Auditor's 

Responsibilities and Procedures in the Report on Fraud and False Accounting Practices", p 

 

Auditors, both those working in audit institutions or sectors that monitor corporate business in 

accounting firms or internal auditors, usually help companies improve their performance and 

internal control. 

Providing management with proposals that will result in lower costs through improved 

operational efficiency and reduction of any distortion, manipulation, or fraud. The 

implementation of audit procedures will result in both betterment of the organization and its 

staff and reduced opportunities for fraud and misconduct. 

As a result, of increased information risk due to the complexity of the business community 

and increase the size of enterprises and companies  

 

(1) The availability of qualified and trained human resources, where the availability of such 

competencies guarantees the good performance of the tasks entrusted to the Audit Office or 

the Audit Bureau. In this regard, it is necessary to consider the proportionality of work and 

human resources numerically and qualitatively, and experiences within the audit system, 

whether audit office or accounting bureau. 

Investment in human resources should therefore be the top priority of audit offices and 

accounting offices, and in return, it must have the ability to keep these resources to the 

appropriate extent. 

 

(2 ) The practice of the auditing profession requires persons with special characteristics, so 

that they enjoy professional awareness, culture and awareness of various economic activities 

and developments in the business environment and factors that may affect the financial 

positions of customers or their components or resources or their ability to continue, That 
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sense of independence and the ability to exercise it in the right direction and a sense of the 

importance of its work. 

 

(2 ) Audit offices or accounting firms should evaluate the reliability of the company's audit 

and data, due to the normal limits of the audit function and the impossibility of the auditor 

being fully informed of all transactions and events of the company by 100%. The possibility 

of withdrawing from the job or apologizing for it if he becomes aware of what makes the 

management of the company in the data or information in doubt, and in this regard, it may be 

necessary to review the wording of the form of audit report of the financial statements to 

reflect in more detail the nature of the task of the auditor and the limits I Sale of this task with 

reference to items or subjects that have proof of authenticity other than the declarations of the 

company's management. 

 

(2 ) The task of the auditor is not easy, especially in light of the large and complex and 

intertwined activities of companies and the continuous development in the methods of 

production, marketing and finance, as they are no longer limited to the methods of traditional 

documentary checking and access to books and accounting restrictions, but became topics 

such as methods of photographing financial statements and various disclosures Required by 

accounting standards and non-book-bound obligations in the auditor's first interest. 

In conclusion, we can say that most of the people who make manipulations or creative 

accounting practices from accountants are of a high level of professionalism and innovation. 

Therefore, it is necessary to be interviewed by the other party of the auditors, whether in the 

audit offices or auditors of the accounting firms who are at the same level, if not higher. , In 

order to detect and limit such practices to be able to provide reasonable assurance of the 

absence of such financial reports of any deviations, manipulation or fraud. 

 

 

 Conclusions and recommendations: 
    First: Results 

(1 ) There are several definitions of the concept of creative accounting but they all agree that it 

is a modern، complex and innovative processes or practices by which accountants use their 

knowledge of accounting rules and laws to address the numbers recorded in corporate 

accounts or manipulating them in order to achieve specific objectives. 

(2 ) There are many methods and methods used in creative accounting, including: 

 Selection of accounting policies that is appropriate to achieve the objectives of the 

company's owners or owners or exploit the legal gaps. 

 Data or information manipulation or the use of certain inputs in calculations that are 

related to valuation or forecasting 

 Synthesis of synthetic transactions either to manipulate the amounts of the budget or 

to move the profits between accounting periods or to set a specific time for the actual 

transactions to give the desired impression in the accounts 
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(2 ) The most important goals of creative accounting is to provide a "misleading" impression 

of profits and beautify the image of income to serve various purposes and objectives, and 

there are many methods and practices used in the management of profits and the 

beautification of income images. 

(2 ) There are many trends and modern methods to detect and reduce the practices of creative 

accounting, notably corporate governance and audit committees, and the change in 

accounting policies and many other ways. 

(2 ) The process of combating creative accounting practices is difficult and complex. 

Therefore, those interested in this field should constantly seek to uncover these practices and 

then try to limit them. The vigilance and efficiency of auditors and observers in discovering 

creative accounting practices are the most important and powerful means to combat creative 

accounting practices. 

 (6 )The emergence of creative accounting practices is one of the reasons why the 

International Accounting Standards Board (IASB) has been forced to change international 

accounting standards to become international financial reporting standards. 

(2 ) The auditor has an important and pivotal role in verifying and disclosing creative 

accounting practices and results. 

(2 ) Research shows that the ethical perspective of creative accounting is an undeniable basis, 

as it is clear that there is ethics of the profession, and that the existence of such ethics will 

lead to the advancement of the accounting profession, which will thus reduce the practice of 

creative accounting. 

(2 ) The task of the auditor is not easy, especially in light of the size of companies and the 

complexity and interrelationship of its activities and interests and the continuous development 

in the methods of production, marketing and finance. Therefore, the audit offices or 

accounting firms must assess the reliability of the management provided by the company, 

And information to prevent any manipulation, distortion or fraud. 

 

  Second: Recommendations: 

 

       A. General Recommendations: 

(1 ) To raise sufficient awareness to clarify and explain creative accounting in order to 

demonstrate its harm and thus reduce(1) activating the professional organization of the 

profession of accounting and auditing and the establishment of a code of professional conduct 

and the formation of the Professional Ethics Committee، one of the most important functions 

to establish the rules of conduct that must be committed by the accountant and auditor 

approved. 

 

(2 ) Activate the audit committees because of their role in reducing manipulations and creative 

accounting practices. 

 

(2 ) Focus and work on the development and training of auditors continuously، especially if 

we know that the practice of the audit profession needs people with special characteristics, so 

that they enjoy professional awareness and culture and awareness of the various economic 
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activities and developments in the business environment and factors that may affect the 

financial centers of customers or elements Or their business resources or their viability. 

 

(4) Developing the accounting culture among investors, whether young or old, interested and 

users of data and financial information in different spectra, and the process of education 

through the presentation of educational and educational accounting programs or send 

explanatory messages or holding seminars for users of financial information explaining the 

creative practices practiced by some Companies and the most important developments in the 

field of auditing and accounting. 

 

(5) The tightening of control by the competent authorities in the State (Ministry of Commerce 

Iraq Stock Exchange - Chamber of Commerce and Industry, etc.) on companies that engage 

in some of the practices of creative accounting of manipulations or misrepresentation in data 

and information about them. 

 

(6) Activating the role of corporate governance and urging companies and financial 

institutions to apply it because of its role in increasing transparency and disclosure, which 

helps to reduce the practice of creative accounting. 

 

(7) The speed of issuing the necessary laws and legislations that reveals and helps to reduce 

creative accounting practices. 

     B) Recommendations concerning the Audit Bureau 

 

(1 ) Dissemination of the concept of creative accounting among auditors working in the Office 

of Accounting and rehabilitation through: 

 

Defining the auditors of the Accounting Bureau with the concept of creative accounting. 

The most important practices, methods and means used in creative accounting. 

Educate and identify the auditors working in the Office of Accounting with the latest 

developments and ways to help detect and reduce creative accounting practices. 

The concept of creative accounting is disseminated through the establishment of training 

courses or the publication and distribution of educational publications related to creative 

accounting, especially for auditors working in the investment sector and companies. 

 

(1 ) It is the responsibility of the Audit Bureau to publish the concept of creative accounting 

between the entities subject to its control of companies and financial institutions, especially 

by the State of the influential share of capital, and urged them to develop the capabilities and 

efficiency of their employees to confront any practices or manipulation of data or financial 

information because of Has a positive impact on achieving the ultimate goal of the Audit 

Bureau is to maintain public money. 
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(2) Include the reports of the Audit Bureau for companies and financial institutions subject to 

its recommendations to adopt the concept of creative accounting and ways to detect and 

reduce creative accounting practices. 
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