
 

Faculty of Commerce 

Accounting & Auditing Department 

 

 

Issues of Valuing Goodwill as Throughgate of Practicing      

Earnings Management from the External Auditor's Perspective 

“An Empirical Study” 

 

A Thesis Submitted in Partial Fulfillment of the Requirements of Master Degree in Accounting 

 

Submitted by: 

Bassant Abdelmordy Mohamed Abo Ashour 

Demonstrator 

Accounting and Auditing Department 

Faculty of Commerce-Ain Shams University 

 

 

Under Supervision of: 

Prof. Mohamed Sabry Nada 
 

 Dr.Farid Moharam Algarhy 
 

                       Professor of Accounting 

              Accounting and Auditing Department 

        Faculty of Commerce-Ain Shams University 

 

 

                                                                       

 

                                                             2017 

                 Associate Professor of Accounting 

    Accounting and Auditing Department 

      Faculty of Commerce-Ain Shams University 

 

 

 

 

 

 





 

Approval Sheet 

Title of Thesis :   Issues of Valuing Goodwill as Throughgate of Practicing             
Earnings Management from the External Auditor's 
Perspective 

Academic Degree : M.Sc. in Accounting 
 

Name of Researcher :     Bassant Abdelmordy Mohamed Abo Ashour 
 

The Thesis Submitted in Partial Fulfillment of the Requirements of Master Degree 

in Accounting has been approved by: 

Examination Committee 

1- Prof. Mohamed Sabry Ibrahim Nada 

Professor -Accounting and Auditing Department 

Faculty of Commerce-Ain Shams University                                         “Supervisor” 

2- Professor Ahmed Farghaly Mohamed 

Professor -Accounting and Auditing Department 

Faculty of Commerce- Cairo University                                                  “Chairman” 

3- Professor Gamal Saad Khattab 

Professor -Accounting and Auditing Department 

Faculty of Commerce-Ain Shams University                                            “Member” 

4- Dr.Farid Moharam Algarhy 

Associate Professor -Accounting and Auditing Department 

Faculty of Commerce-Ain Shams University                                  “Co-Supervisor” 

 
                                                                                                              

                                                                                                      Approval date    /    / 2017                 





 

 

 

 

 

 

 بسم الله الرحمن الرحيم
 

 

 

ُ عَمَلكَُمْ وَرَسُولهُُ وَالْمُؤْمِنوُنَ ﴾  ﴿ وَقلُِ اعْمَلوُا فسََيرََى اللَّه

 

 صدقََ الله العظَِيم 

 

(501)سورة التوبة أية   
 

ُ عَمَلكَُمْ ﴿ وَقلُِ  ﴿ وَقلُِ اعْمَلوُا فسََيرََى اللَّه
 وَرَسُولهُُ وَالْمُؤْمِنوُنَ ﴾

ُ عَمَلكَُمْ وَرَسُولهُُ وَال  ﴿ اعْمَلوُا فسََيرََى اللَّه
ُ عَمَلكَُمْ  وَقلُِ اعْمَلوُا فسََيرََى اللَّه
 وَرَسُولهُُ وَالْمُؤْمِنوُنَ ﴾





مَ  ْْ 
Acknowledgement: 

I would like to thank ALLAH for giving me the opportunity and 

strength to accomplish this research. 

I would like to express my sincere gratitude to my supervisor Professor 

Mohamed Sabry Ibrahim Nada who has supported me throughout my 

thesis with his guidance, patience, advice and enthusiasm. Words can 

never be enough to thank him. 

I would also like to express my deep thanks to Professor Ahmed 

Farghaly Mohamed for accepting to be the committee chairman. I 

greatly appreciate his effort and professional guidance and helpful 

comments. 

I would also like to thank Professor Gamal Saad Khattab, Dean of the 

Higher Institute for Cooperative and Managerial Studies, for agreeing to 

be a committee member and for his valuable time, honest feedback and 

professionalism. 

I’m also grateful to my supervisor Dr.Farid Moharam Algarhy, 

Academic Coordinator of the Credit Hours System Unit, for his great 

support, encouragement and being a source of motivation. I don’t think I 

can ever repay the debt I owe him. 

Finally, my deepest gratitude to my family, friends, colleagues and to all 

who have supported and encouraged me during my thesis. 

 

 

  





Dedication 

 

To my beloved family who always sacrifice, advise, 

encourage and support me. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 





 

i 
 

Abstract 

Issues of Valuing Goodwill as Throughgate of Practicing Earnings Management from 

the External Auditor's Perspective   “An Empirical Study” - Master Thesis (2017) 

This study aims to explore the auditors’ point of view towards goodwill accounting under 

International Financial Reporting Standards (IFRS). The researcher surveyed auditors to 

find out if they think that goodwill impairment according to IFRS allows for earnings 

management or not and also, investigated the effect of background factors behind their 

opinions. Empirical Research is provided through field study and applied study. The field 

study is carried out through the questionnaire. While, the applied study is implemented 

on companies reporting goodwill, listed in the Egyptian stock exchange and audited by 

both big four and Non-Big four auditing firms who answered the questionnaire.  

In the field study the researcher used explorative factor analysis which indicated two 

different lines of thought. Factor 1 is a line of thought that regards management’s 

behavior as opportunistic in goodwill write-offs. Factor 2 is the acceptors of goodwill 

accounting according to IFRS. Also, the researcher used logistic regression where the 

most variables which affect the auditors’ opinion significantly are the professional 

certifications, Years of experience& the auditor’s experience in goodwill calculation. 

While the applied study, the researcher used the multiple regression method which 

provided evidence that support the hypotheses of the study. It is found that there is a 

positive relationship between valuation issues and earnings management. Also, there is 

positive a relationship between executives’ incentives and earnings management. In 

addition, there is a positive relationship between manipulative behavior and earnings 

management. Finally, there is a positive relationship between CEO tenure and earnings 

management. 
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