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The Role of External Auditing in Predicting Financial Crises
Dr. Allam Mohammed Mousa Hamdan
Assistant Professor in Accounting, Accounting Dept. , College of
Business and Finance,
Ahlia University, Kingdom of Bahrain.
Abstract
The company administration works in a position that enables it to

dominate the internal control system and conceal creative accounting
practices performed by it. Thus external auditing is considered as a well-
organized process to get evidences that help the auditor to give his neutral
opinion through various ways. This study aims at presenting a new way
that enables the auditor to reveal creative accounting practices and
through financial ratios he can know the suitability of the company's
financial status and predict financial crises. This means is called Adjusted
Operating Cash Flows which was applied on a sample of industrial
companies listed in Dubai financial market. To ensure the benefit of this
means, its results were compared to other well- known examples in the
same field. The study concluded that Adjusted Operating Cash Flows can
be effective means that helps the auditor to reveal creative accounting
practices and predict financial failure which contribute to increasing the
quality of auditing and protecting investors' interests. The study
recommends generalizing this means between auditors and approving it
as one of the means of analytical procedures.

Keywords: External Auditing, Creative Accounting, Financial Crises.
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