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The Use Of Red Flags Indicators in improving the effectiveness of the
audit for the detection of financial fraud
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Abstract

The Use Of Red Flags Indicators in improving the effectiveness of the
audit for the detection of financial fraud

This research has aimed at recognizing The effect of using Red Flags Indicators in
improving the effectiveness of the audit for the detection of financial fraud, by inference on
Red Flags of auditing related to workers, administration, financial reports and misuse of
assets.

To achieve research objectives, the analytical descriptive method was used so
questionnaire was designed and distributed on research community of 23 auditing offices,
while initial results were analyzed using SPSS (Statistical Package for Social Science)
program and suitable statistical tests.

This research concluded some results, and the most important results to be worth
noted are as following, Red Flags of auditing doesn't assure the existence of fraud, but
provides warning signs of fraud possibility, that's why the auditor gives it more care,
examination and analysis. Results have shown a proportional relationship with percentage
of 73.16% between Red Flags of auditing related to workers and improving external
auditing to disclose financial fraud. As most of research samples have also shown a
proportional relationship with percentage of 77.90% between Red Flags of auditing related
to administration and improving external auditing to disclose financial fraud, and a
proportional relationship estimated by 72.72% between Red Flags of auditing related to
financial reports and improving external auditing to disclose financial fraud, and finally
77.08% in a proportional relationship between Red Flags of auditing related to misuse of
assets and improving external auditing to disclose financial fraud. As auditing offices have
agreed about the effective role of auditing signs to disclose financial fraud and to improve
the effectiveness of external auditing so as to avoid risks in which facility may be exposed
to as a result of this fraud.

The research has come up with some important recommendations to be
notified, first, working on giving more care for scientific and vocational rehabilitation for
auditors so as to develop their scientific skills and to expand their intellectual perspectives
in auditing field, secondly, activating programs and training courses continuously in the
field of disclosing financial fraud, thirdly, working on developing the vocational and
scientific skills to improve performance level in accordance with the ongoing developments
in business field, moreover,developing methods and techniques used to disclose financial
fraud, finally, working on putting sufficient constraints and regulations to prevent
tampering and fraud manipulating in financial lists.
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