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The Role of Forensic Accounting in Limiting Earnings Management
Practices: Comparative Applied Study

Abstract:

Research objective: The research aimed to explore the role of forensic
accounting in limiting earnings management practices in Egypt
and Saudi Arabia.

Research Methodology: This research was conducted using a survey list
and a sample survey consisting of: (50) individual shareholders
and investors as representatives of users of financial statements,
(60) individual accountants registered in economic courts expert
tables, and (80) individual auditors of listed corporations and (60)
faculty members in Egyptian and Saudi universities. The data
were analyzed using appropriate statistical methods and applied
through the (SPSS) program in analyzing the results.

Results and Recommendations:The results of this research indicate that
forensic accounting has an important role in limiting earnings
management practices from the point of view of the research
sample for the Egyptian and Saudi study environments. Forensic
accounting requires a combination of accounting skills and
investigative skills, and its application faces many difficulties,
the most important of which are:the lack of a course for it in
universities, the absence of legal legislation regulating it, the
absence of a professional association to grant licenses to practice
forensic accountant profession, the absence of standards defining
the duties and responsibilities of a forensic accountant, poor
awareness of the culture of combating fraud, manipulation and
financial fraud Shareholders and other stakeholders. The study
concluded with some recommendations, the most important of
which are: The need to necessity of increasing corporations,
investors and stakeholders’ awareness about the importance and
advantages of applying forensic accounting in detecting and/or
preventing financial fraud, limiting earnings management
practices, and other roles that are specific to the forensic
accountant. The necessity of establishing an accounting standard
to regulate forensic accounting practices - in Egypt and Saudi
Arabia.
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Originality and Contribution: This research goes along with accounting
researches that is based on forensic accounting practices and their
role in limiting earnings management practices. Where this
research is an attempt to determine the activities practiced by
forensic accounting, which can lead to the reduction of earnings
management practices.It can be said that this study contributes to
the accounting literature by analyzing the relationship between
forensic accounting and reducing earnings management practices
in the Egyptian and Saudi business environments. To assist the
preparers of accounting standards in the future when developing
an accounting standard that regulates forensic accounting
transactions.

Keywords: Forensic Accounting, Earnings Management Practices,
Financial Reports, Egyptian and Saudi Business Environments.
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Revenue Recognition.
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2- Expense Recognition.
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1

Issues Unique to Business Combinations.

Other Issues.

N
1

B2y iy (et W) (301 Jglas andans Ll ety Arthur - Levitt aas LS
:(Magroth & Weld, 2002) 45 =)\
1- Big Bath Restructuring Charges.

Cookie Jar Reserves.

w N
1 1

The Premature Recognition of Revenue.

4
5

Immaterial Misapplications of Accounting Principles.

Creative Acquisition Accounting.
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1- The use of Accruals.
2- Changes in Accounting Methods.

3- Changes in Capital structure.
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