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Abstract: The ethics and practice of the external auditor profession have become
important topics that have attracted significant attention from regional and international
institutions, companies, and organizations. Auditors who specialize in a particular field
are called specialized auditors, as auditors work to improve their expertise in a
particular sector by learning more about the unique features of their clients. Therefore,
the availability of experience for auditors provides excellent opportunities to conduct
high-quality audits for many companies, so that auditors are better equipped to use
auditing techniques to detect any fraud and improve the quality of audits now. Research
Problem The auditing profession has witnessed significant expansion in recent years
due to the financial problems faced by many countries and major global companies.
This has led to increased interest in the controls, norms, and principles governing
external auditors. International and regional professional institutions have shown great
interest in this matter and have issued numerous codes of professional conduct for the
auditing profession. Ethics and responsibilities. This study seeks to identify the ethics
and responsibilities of the auditing profession and the extent of their contribution to
improving the quality of external auditing to achieve its objectives. In order to
encompass various aspects of the subject, the researcher will adopt and rely on the
descriptive approach. This study conclude that The audit office should allocate a portion
of its fees to training and continuing education for the team, as development is always
ongoing and must be kept pace with it.
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Introduction

The ethics and practice of the external auditor profession have become important topics that have
attracted significant attention from regional and international institutions, companies, and
organizations. This is due to the financial crises that have occurred in many institutions and
companies, particularly in developing countries. This has made the university a neutral third party
that monitors ethical and administrative matters, acts as a financial auditor over the financial
performance of the company or institution, corrects errors, and provides employees with the
necessary guidance. It also uncovers financial mismatches and all forms of financial corruption,
highlighting shortcomings within the institution through periodic oversight by the external auditor.
This reduces the chances of fraud in financial matters and discrepancies in the accounts and
financial statements of companies and institutions. Fraud in financial transactions has been a matter
of great concern to society in all countries of the world, and it places significant pressure on the
auditing profession. Therefore, the auditing profession bears a great responsibility in uncovering
misleading distortions in financial reports or misappropriation of assets. Therefore, the auditor must
be careful to ensure that there are no essential definitions in the financial statements. Given the
importance of the role of the external auditor and its impact on the quality of financial reports for
industrial companies, the title of this research is "The Ethics of the External Auditor and Its
Effectiveness in the Quality of Audit Reports".

The auditor plays a major and important role in the business environment, especially in companies,
as many parties rely on the useful services the auditor provides in making decisions.

Auditors who specialize in a particular field are called specialized auditors, as auditors work to
improve their expertise in a particular sector by learning more about the unique features of their
clients. Therefore, the availability of experience for auditors provides excellent opportunities to
conduct high-quality audits for many companies, so that auditors are better equipped to use auditing
techniques to detect any fraud and improve the quality of audits Now, the auditor's report provides
more reliable financial information, which leads to more foreign investment and better economic
results .Therefore, auditing plays an important role in helping companies identify, examine, and
assess risks within their companies, provide guidance on financial planning, and ensure that there is
a sound structure and process for identifying and managing risks

Research Questions

The researcher concluded with a number of questions, the most important of which are the

following:

1. At what level do external audit firms comply with the code of ethics, international standards for
external auditing and the responsibilities?

2. How standards shape ethical behavior and decision making among external auditors?

3. What are the Key responsibilities defined by the standards and their implications for audit
quality?

And the Sub-questions re as follow:
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-What is the concept of professional ethics for the external auditor?

-What is the concept of professional responsibilities for the external auditor?

-To what extent do international auditing rules and standards regarding professional ethics affect
the quality of the external auditor's work?

-To what extent do international auditing rules and standards regarding professional responsibilities
affect the quality of the external auditor's work?

-Do international auditing standards regarding professional ethics and responsibilities for the
external auditor affect the quality of the external audit in Iraq?

1t: Study Objectives

1. This study seeks to achieve the following objectives:
2. Identify the ethics and responsibilities of the auditing profession and the extent of their
contribution to improving the quality of external auditing.

The robust scientific approach to the research

In order to encompass various aspects of the subject, the researcher will adopt and rely on the
following approaches:

1- The descriptive approach

This is a method of studying a phenomenon or scientific problem through scientific description,
using logical channels with evidence and proof that enable the researcher to develop specific
frameworks for the problem. This is used to determine the research results.

2- The Analytical Approach

A method based on dividing or dividing research phenomena or problems into their primary
components, facilitating the study process and identifying the causes that led to their distortion.
This involves an in-depth study of the role of the external auditor's professional ethics and
responsibilities. This helps us arrive at solutions and results that demonstrate the positive role of
international auditing standards on the external auditor profession in Iraq.

Knowledge Gaps and Future Research Directions

The literature highlights a gap in understanding how IAS can be tailored or supported with
capacity-building measures to bridge the gap between Developed and developing economies

The review identifies three prominent gaps that merit further research:

1. Practical Frameworks for Implementation While IAS provide theoretical guidelines; there is
limited research into practical frameworks that auditors can employ for effective application.

2. Adaptation to Varied Legal and Cultural Environments Existing studies focus predominantly on
developed nations, leaving a significant gap in understanding how IAS function in cultures and
jurisdictions with differing legal systems.

3. Auditor Training and Resources the literature inadequately addresses whether auditors, are
sufficiently trained and resourced to adhere to IAS directives fully.

Study Hypotheses

The external auditor is aware of professional ethics.

The external auditor is aware of professional responsibilities.

The external auditor is committed to professional responsibilities.

The external auditor is committed to professional ethics.

The Impact of Professional Ethics on the Quality of External Auditing from the External
Auditor's Perspective

6. The Impact of Professional Responsibilities on the Quality of External Auditing from the
External Auditor's Perspective

Nk W=
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2nd:  LITERATU REREVIEW AND PREVIOS STUDIES AND THEORETICAL
FRAMEWORK

Based on our knowledge and the available information and references on our research topic, we
have identified a number of studies, from which we have selected:

1- The role of international auditing standards on external

The role of international auditing standards on external auditors is crucial in ensuring the quality
and shaping the ethics and responsibilities of external auditors. These standards provide a
framework for auditors to follow. Various studies have highlighted the importance of adhering to
international auditing standards in improving the quality of external audits. For example, (Ahmed
et. al., 2021,p,6) focused on the adherence of audit offices in the Kurdistan Region/Iraq to auditing
quality standards, emphasizing the significance of Standard No. 220 in this context. Electronic
auditing has also been recognized as a valuable tool in verifying accounting principles and
approaches, particularly in the context of financial instruments and International Financial
Reporting Standards (IFRS).

2- External auditor ethics

Ethics occupies an important part in the foundation of professionalism and represents an important
key to success in an audit mission With regard to the external auditor, professional ethics are to be
objective and honest, thereby safeguarding the interests of the different parties, and complying with
their rules (De Graaf, 2019.,p,11). Hence, it specifies the minimum duties required of an external
auditor in carrying out his work.

The purpose here is to direct these behaviors toward a motivated work ethic and honesty (Adekoya,
Oboh & Oyewumi, 2020,p,21) and to release restrictions on their clients and any financial link.

3- Responsibilities of External Auditors under International Auditing Standards

The responsibilities of external auditors under International Auditing Standards are primarily geared
toward maintaining integrity and enhancing the credibility of financial reporting. These standards
dictate that auditors must not only assess the accuracy of financial statements but also adopt a
proactive stance in identifying and mitigating potential fraud risks. The phenomenon of the audit
expectation gap illustrates a discord between users’ expectations and the auditors actual
responsibilities, particularly concerning fraud detection, which is often overstated by the public
(Arrami et al., 2021.p,9). Moreover, the integration of remote auditing technologies has proven to
be a double-edged sword; while it increases audit quality and efficiency, it also presents ethical
challenges that require auditors to uphold professional standards and ethics rigorously (Pinatik et
al., 2021.p,22). This dynamic situation underscores the need for continuous adaptation of ethical
guidelines, as Al and other technologies impact auditing practices, reinforcing the importance of
human oversight in audits overall, complying with international standards ensures that external
auditors fulfill their critical role in the financial ecosystem

4- The Role of International Auditing Standards in Shaping Auditor Responsibilities

The introduction of Key Audit Matters (KAMs) under International Standard for Auditing (ISA)
701 has notably impacted auditor responsibilities. Research indicates that KAMs enhance the
transparency and effectiveness of audit reports, compelling auditors to disclose significant issues
and thereby increasing accountability (Rautiainen et al., 2021.p,32). While some auditors perceive
KAMs as a means to improve efficiency, there remains skepticism regarding their overall effect on
audit quality. This duality in perception underscores a critical tension in auditor responsibilities:
balancing efficiency and quality in compliance with international standards.

General Introduction to Auditing

The auditing profession originated from the human need to verify the accuracy of the accounting
data relied upon in decision-making and to ensure that such data conforms to reality. This need first
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emerged among governments. Historical documents indicate that the governments of ancient Egypt
and Greece employed auditors to verify the accuracy of public accounts. At that time, the auditor
listened to the entries recorded in books and records to determine their accuracy. Thus, we find that

the word "auditing" is derived from the Latin word "audient," meaning "to listen." (83 ale cdilne)
(OVAY ciladall oY o) v edlanll 5 3 ylail) 4alil) sl

The Concept of Auditing

Auditing is primarily the examination of financial information or data by an independent and
neutral person for any organization, regardless of its purpose, size, or legal form. The American
Association of Certified Public Accountants defines auditing as organized procedures for obtaining
and objectively evaluating relevant questions related to economic balances and events, determining
the degree of relationship between these statements and a specific measure, and communicating the
results to the beneficiaries (=i, 2006, p. 20)

Auditing Accounting is the process of collecting and presenting evidence, identifying, and reporting
on the extent to which information conforms to pre-determined standards. The audit process must
be conducted by an independent, neutral (Oluad), Clilusll 810 Hlidga 5 e GA 32 5o e 3 5i5all Jal 2l
Gl 2018, p. 19). Auditing is also defined as the systematic examination of an institution's or
organization's control systems, data, documents, and accounting records, ensuring they conform to
recognized international standards and specifications. This examination results in a logical and
neutral opinion that clearly indicates the extent to which the financial statements of an entity or
organization conform to the reality on the ground. This opinion indicates the extent to which these
statements accurately reflect the results of the institution's operations, whether profit or loss, during
a specific period of time represented by these financial statements. The auditing process necessarily
means (U, 2010, p. 9).

Types of Audits

There are several types of investigations that vary according to classification and can be explained
as follows:

A. In terms of the auditor

In terms of the auditor, Auditing can be divided into two types, according to the auditor (cp), 2015,
pp. 15-16):

(1) External auditing, which is conducted by a party outside the establishment or company,
independent of the management, with the aim of expressing an impartial technical opinion on the
veracity and fairness of the establishment's financial reports for a specific period.

(2) Internal auditing is considered newer compared to external auditing. Internal auditing is an
independent tool operating within the project, judging and evaluating the service of management's
objectives in the field of oversight by auditing accounting and financial operations.

B. In terms of legal obligation

In terms of legal obligation, Auditing can be divided into two types, according to legal obligation
(el ), slindl b cllead) il g0 e asliphi s cllal) 383 Jseal, 2017, p. 16)):

(1) Mandatory auditing: This is required by law, whereby the establishment is obligated to appoint
an external auditor to audit its accounts and approve its final financial statements. Failure to do so
results in a violation subject to prescribed penalties.

(2) Voluntary auditing: This is an audit process that is not legally binding, and management is
required to do so. The institution or its owners. The auditor's duties are determined according to the
prior agreement with the parties requesting the audit.

C. In terms of the extent of the examination

In terms of the extent of the examination, Auditing can be divided into two types, based on the
extent of the examination (4z<>, 2012, pp. 42-43):

(1) Full Audit: This was the type of audit that was prevalent at the beginning of the profession. In
this type of audit, the auditor examines all types of records, books, records, and documents to
ensure that all transactions are properly recorded and correct, and that they are free from errors,
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fraud, or manipulation. Therefore, this type of audit is suitable for small establishments, but it is not
suitable for large establishments, as it would increase the audit burden and conflict with the time
and cost factors that the auditor constantly takes into account.

(2) Test Audit: This type of audit relies on the auditor's conviction of the validity and integrity of
the internal control system. This type of audit is performed by the auditor using one of two
methods: personal assessment, prudent sampling, and statistical sampling

Importance

Auditing aims to serve every group that uses financial statements, including (S, 2012, p. 28):

A. Managers: to take action. Their decisions are based on planning and implementation.
B.Investors: Directing their investments to achieve the highest possible return while protecting their
assets.

C. Government: Imposing taxes and setting prices, then determining support for certain goods and
industries.

D. Unions: Negotiating with management to determine matters and share profits, etc.

However, it can be said that auditing is a branch of accounting and has become a science that serves
various segments of society.

Conditions and controls for practicing the external audit profession in Iraq:

The work of an external auditor is subject to a set of conditions and controls specified by national
legislation and approved international standards, in addition to instructions issued by oversight
bodies in Iraq, such as the Federal Board of Supreme Audit and the Iraqi Association of Certified
Accountants and Auditors. The following are the most prominent requirements for an external
auditor in Iraq:

Requirements for an external auditor in Iraq:

A. Educational qualification: Must hold a preliminary university degree (bachelor's) in accounting
or its equivalent from a recognized university. ((I-</1) 5 salall Gl_all 8 daill 5 daudaal) diga aalati ¢ 58,
1969, p. 8)

B.A license to practice the profession shall be granted to a resident Iraqi according to the following
conditions:

C. ((1-2) 7 3alall lluadl (3835 5 48 ye dign 4 jlaa allai 20211, p. 5)

A- The applicant must have one of the following qualifications:

First: A higher diploma in auditing from the University of Baghdad or its equivalent.

Second: A higher degree in accounting (master’s, doctorate, or equivalent), provided that:

eHe/she has practiced auditing for a period of no less than two years after obtaining the certificate
at the Board of Financial Supervision or under the supervision of an auditor, with the knowledge
and approval of the Council.

eHe/she has passed the examination in the courses determined by the Council and taken with
students of the Diploma in Auditing.

Second Clause of the same low - To have worked as a trainee auditor at the Board of Financial
Supervision or under the supervision of a person licensed to practice the profession for a period of
no less than two years from the date of obtaining the academic qualifications stipulated in Clause
(A) of this Article or from the date of passing the required examination.

Third Clause of the same low- To take the following oath before the Chairman of the Board:

"l swear by Almighty God to respect the rules of professional conduct and to abide by their
provisions, both letter and spirit, when performing my professional duties or in my relationships
with my colleagues in the profession. God is my witness".

Official Licensing: Obtaining a license to practice the external audit profession from:

*The Iraqi Association of Certified Accountants and Auditors.

*The Board of Financial Supervision or the competent authorities according to the law.

ISSN:2222-2995 E-ISSN:3079-3521 Vol. 15 No. 4 Part (2) 237



I R H D I University of Kirkuk Journal For Administrative
Academic Scientific Journals and Economic Science (2025) 15 (4) Part (2): 232-251

- Passing Professional Examinations: Passing the professional competency examination organized
by the Association of Certified Accountants and Auditors in Iraq, or obtaining equivalent
international qualifications (such as CPA, ACCA) that are officially recognized.

- Registration with the Professional Association: To be registered in the Association's Register of
Certified Accountants and Auditors.

- Commitment to Ethics and International Standards: Commitment to:

((--z) 8 3abe lall (38355 A yo Aiga B Jlas o3, 2011, . 5)

A - Commitment to the rules and regulatory of professional conduct and performance standards
adopted by the Council in regulating the profession.

B - Compliance with the oversight standards issued by the Accounting and Auditing Standards
Board of the Republic of Iraq.

C - Organizing the office in which it conducts its work to ensure the safekeeping of working papers,
data, and documents supporting its auditing and monitoring activities for a period of no less than
five years.

External Auditor Rights and Duties

The external auditor has rights and duties under Iraqi laws and regulations. This facilitates the
external auditor's task in the auditing and review environment, as the legal and regulatory
frameworks governing the work of the external auditor are defined, whether they work for
themselves or within an audit firm. The following is a detailed presentation of the most important
rights and duties:

First- Rights of the External Auditor

1. Access to Information: The auditor has the right to access all financial and administrative records
and documents necessary to conduct the audit «() ¥7)salalY) o8 ) SIS Al (¢ 558 48 jall L8 5l 5y 520)
(£ dakacYid

2. Independence: The auditor must enjoy professional independence and be free of conflicting
interests.

Article 5 of the Regulations for the Practice of the Auditing and Controlling Profession (5 45! e aUss

Balall lluall 481 e d3ga, 1984, p. 8) states:

A. Review the books, records, documents, and all papers, records, and contracts of the entity subject
to auditing.

B. Request any statement or clarification he deems necessary to accomplish his task from any

member of the entity subject to auditing.

. Conduct an inventory, at the appropriate time, of the audited entity's safes and warehouses, and
the securities, cash, documents, merchandise, equipment, etc. they contain.

. Verifying the assets, rights, and obligations of the entity subject to audit.

. Obtaining any technical information he deems appropriate regarding the activities and products
of the entity subject to audit, visiting its factories, workshops, warehouses, offices, work sites,
and projects, and seeking clarification from specialists regarding the technical aspects he
requires as far as the performance of his duties is concerned.

The Iraqi legislator stated in Article 11 of the Law on the Practice of the Profession of Auditing and

Control No. (3) the rights of the external auditor, as stipulated by legislation. The auditor may (11

8ale bl 5815 A8 e g A lan pllai 518, 1999, p. 6):

A. Review the books, records, documents, papers, and contracts of the entity subject to audit.

B. Request any statement or clarification he deems necessary to complete his duties from any

member of the entity subject to audit.

C. Conducting an inventory, at the appropriate time, of the audited entity's safes and warehouses,

and their contents of securities, cash, documents, merchandise, equipment, etc.

D. Verifying the audited entity's assets, rights, and obligations.

E. Obtaining any technical information he deems appropriate related to the audited entity's activities

and products, visiting its factories, workshops, warehouses, offices, work sites, and projects, and
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seeking clarification from specialists on the technical aspects he requires as far as the matter
relates to the performance of his duties.

Article 12 of the Code of Practice of Auditing and Control stipulates: "A number of auditors may
establish a joint-liability company exclusively for financial and administrative purposes."

Second- Duties of the External Auditor

Article 136 of the Iraqi Companies Law stipulates that the external auditor has the following duties

and obligations:

The auditor must provide his opinion on the final accounts of a joint-stock company before its

general assembly. This is permissible in other companies. In all cases, the auditor's opinion must

address the following issues: ((136) sl S il 518 2019, p. 40)

I- 1 - The soundness of the company's accounts, the accuracy of the data contained in the final
accounts, and the extent to which the auditor is permitted to review the information he requests
regarding the company's activities, including his opinion in the board of directors' report.

2- The duration of the company's application of established accounting principles, particularly those
related to bookkeeping and accounting records, and the inventory process of the company's
assets and liabilities.

3- The extent to which the final accounts reflect the true financial position of the company at the
end of the year and the results of its operations.

4- The extent to which the accounts comply with the provisions of this law and the company's
contract.

5- Any violations of the provisions of this law or the company's contract that affect its activity or
financial position, with a statement of whether these violations existed at the time of auditing the
final accounts.

The Iraqi legislator stated in Article 137 of the Iraqi Companies Law That: ((137) salell <ulS il ¢ 538

2019, p. 40)

The auditor is responsible for the accuracy of the information contained in his report, as the

company's agent in monitoring and auditing its accounts.

And in The Iraqi legislator stated in Article 137 of the Iraqi Companies Law That Auditor’s must:

(6 3lal) Clluaal) 481 50 d3g0 A ) 3 i 1984, p. 8)

1- Adhere to the rules of professional conduct and performance standards adopted by the Syndicate
in regulating the profession.

2- Organizing the office in which he practices his work to ensure the preservation of working
papers, data, and documents supporting his auditing and monitoring of accounts for a period of
no less than five years.

3- Inscribing the names and signatures of the persons subordinate to him who have monitored and
audited the accounts on the office's working papers.

4- Maintaining accounting records and documents for the office's work that provide a complete
picture of its activity and the results of its work. The Syndicate Council may order the inspection
of auditors' offices to ensure their compliance with the provisions of this article.

5- Not combining the work of organizing accounts with the auditing of those accounts by the
auditor and his partners.

6- Notifying the Syndicate of his address or any change therein within a period not exceeding thirty
days from the date of opening the office or the change of address.

Article 12 of Federal Financial Supervision Board Law No. 1 of 2010 stipulates that the duties and

obligations of the external auditor are as follows:

A. Adherence to the rules of professional conduct and performance standards adopted by the
Council in regulating the profession.

B. Compliance with the oversight standards issued by the Accounting and Auditing Standards
Board of the Republic of Iraq.
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C. Organization of the office in which the employee conducts his work in a manner that ensures the
preservation of working papers, data, and documents supporting his auditing and monitoring of
accounts for a period of no less than five years.

D. Recording the names and signatures of the persons subordinate to him who have monitored and
audited the accounts.

E. Maintaining accounting records and documents for the office's activities that provide a complete
picture of its activities and the results of its work.

F. Not combining the work of organizing accounts with the auditing of those accounts by the
auditor, his partners, or his assistants.

G. Notifying the Council's Secretariat of the office's address or any change thereto within a period
not exceeding (30) thirty days from the date of opening the office or changing its address.

H. Reporting Violations: Notifying the supervisory authorities in the event of discovering serious
violations (( L/ 5) 4 3abe 4llall 46 )l ciladda3, 2010, p. 7)

External Auditor Ethics
The Nature of Auditing Ethics

The auditing process is characterized by three important elements: the first is the proprietary report
and the verification of the financial statements of the institution in order to protect the interests of
the users of these statements, who place their full trust in the external auditor. Therefore, it is
incumbent upon any external auditor to be worthy of their audience by demonstrating high morals
and distinguished behavior. This behavior enhances the reputation of the profession and strengthens
their standing among their fellow auditors. Ethics is an important and essential element for the
continuity and development of this profession, as well as any other profession.

The Concept of Auditing Ethics

The ethical aspect is an important aspect of personality structure, and any deficiency or shortcoming
in this aspect results in numerous problems. It can also be said that most of the problems facing
society are essentially ethical problems (L), 4S5 s, & (sl 2801, 2017, p. 18).

Definition of Auditing Ethics

There are many definitions of auditing ethics, and while they differ in their meaning, they all agree
on the above. Professional ethics are defined as a set of rules and principles commonly accepted by
professionals in a single auditing profession. These principles require practitioners to adhere to a
specific, committed behavior. Observing these principles preserves the profession and its honor, and
violating them constitutes a violation of the profession and its honor. They offer two benefits for
members of the profession: the first is to protect the best members of the profession, and the second
is to protect the public (s, 3 jal) (8 daal jal) Glard 33 5a o Digall lal 5 LEAL Clliall aal ye ol 330 il:
4l 4l ), 2020, p. 969).

Professional ethics are defined as a set of principles, values, and moral rules that encourage
individuals to behave well and are applicable simultaneously ( s8& ) e, 4xal yall dige LA
i) ad) LBV il sall Al Ll slodl dgilae 8 s 535 a0, 2018, p. 166).

Auditing ethics are reflected in auditors' performance and activities. However, they will consider
ethical determinants before taking any action during the auditing process. Professional ethics are
concerned with applying individual ethical standards to various business situations, including
auditors' legal and ethical actions or allegations that arise within the scope of professional ethics,
which is concerned with what is right or wrong in normal circumstances. This is in addition to the
auditor's daily encounters with company resources, personal interests, or unclear agreements «Ualu)
(\ 0dada Y \Y |

It is also defined as a general set of principles, values, beliefs, and standards that govern the
external auditor's behavior in making decisions and distinguishing between what is right and wrong,
good and bad, and adhering to them ( Jsx8& 2 <, 2018, p. 167).
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From the above, we can conclude a comprehensive definition of auditing ethics as a set of
principles, values, accepted principles, and binding rules. It aims to regulate auditor behavior,
provide protection, help them make sound decisions, and protect their lives from error, while
preserving the honor of the profession.

International Auditing Standards Governing External Auditor Ethics:

There is a set of ethical principles in the International Auditing Standards developed by the
International Federation of Certified Public Accountants (IFAC) for the Ethical Conduct of
Professional Accountants. These principles regulate the ethics of the external auditor, to which the
external auditor must adhere. The most important of these are (IESBA, 2015, pp. 8-12):

First: Basic ethical principles:

Confidentiality: Any information obtained during work must not be disclosed, unless there is a legal
obligation.

1- Integrity: This is included in Section 110 of the Code of Ethics for Professional Accountants
(CEPA) of the International Ethics Standards Board for Accountants (IESB), whereby:

The principle of integrity imposes an obligation on all auditors to be honest and trustworthy in all
their professional and business relationships. Integrity is defined as honesty and integrity in all
professional dealings. Integrity ensures fair dealing and truthfulness, and the external auditor's
commitment to include all reports, statements, communications, or other information, where the
auditor believes that this information: ( <& a2+, 2023, p. 25)

* Contains false or substantially misleading statements

* Contains statements or information presented in an irresponsible manner

* Omits or conceals information requested to be included where such omission or concealment
would be misleading

2- Objectivity

This is included in Section 120 of the CEPA Code of Ethics for Professional Accountants (CEPA),
whereby:

The principle of objectivity imposes an obligation on all auditors not to: They may compromise
their professional or business judgment due to bias, conflict of interest, or undue influence from
others. The auditor may be exposed to situations that may weaken his objectivity. It is not possible
to identify and describe all of these situations. The auditor should not provide a professional activity
or service if the relationship or circumstance is biased or excessively influences the professional
judgment regarding the provision of that service. That is, objectivity requires the auditor to avoid
bias, conflict of interest, or influence from external parties.

3- Professional Competence and Due Care are included in Section 130 of the Code of Ethics for
Professional Accountants of the International Ethics Standards Board for Accountants: The auditor
must continually develop their skills and perform their duties accurately and competently. The
auditor must perform professional services with due care, competence, accuracy, and diligence. The
auditor must also commit to continuing to acquire and maintain professional knowledge and skills
at the required level to ensure that the client receives professional services with outstanding
competence that keep pace with developments, legislation, and professional practice methods. The
auditor must act with due care in accordance with applicable professional and technical standards
when providing professional services. (38, 8xi & Clilual) 3830 dage lail ulad dale Ligal) CLEDA]
40 ) ApalaiBY) A sall (& ) sl QUi 2015, pp. 111-112)

A. Professional Competence: Competent professional service requires the exercise of sound
judgment in applying professional knowledge and skills in the performance of each service.
Professional competence can be divided into two separate stages:

* Achieving Professional Competence

* Maintaining Professional Competence
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Application of Ethical Standards in the Workplace

The auditor must assess potential ethical threats and take preventive measures such as:

Segregation of duties (Rotation), documentation of procedures, and obtaining independent
approvals. ISA 200 also emphasizes the need to adhere to ethical requirements when performing an
audit engagement.

Similarities and Consistencies between the International Standards on Auditing (ISA) and Iraqi
laws and regulations in terms of external auditor ethics

There are some similarities between the International Standards on Auditing (ISA) and Iraqi laws
and regulations that shape and restrict the environment in which the external auditor operates. These
similarities are manifested in a number of shared professional principles and values, despite
differences in regulatory frameworks and wording. The following are some similarities between
Iraqi legislation and the International Standards on Auditing (ISA) for a detailed comparison:

Table (1) illustrates the extent of similarities and consistencies between the International Standards
on Auditing (ISA) and Iraqi laws and regulations in terms of external auditor ethics.

Table (1)

Iraqi laws and regulations IESBA Code ethical principle

v

Law No. 156 of 1983 Regulating the Accounting
Profession (Article 12) and the Financial Control
Bureau's instructions emphasize honesty and

Article 110 of the IESBA Code:
Auditors must be honest and Integrity \
impartial in all their dealings.

integrity.
The Financial Control Bureau's instructions Article 120: Avoid bias, conflicts
stipulate the need for auditors to be neutral and of interest, and unprofessional Objectivity Y
not be influenced by pressure from stakeholders. influence.

Profession Law No. 156 of 1983 emphasizes Article 140: Do not disclose client

. . . L v
maintaining the confidentiality of information. information yvlthout legal Confidentiality
authorization.
The Audit Bureau's instructions (2012) stipulate ~ Article 130: Maintain competence .
. . . . Professional
the need to update information and adhere to and provide work of a high ¢
. . Competence
professional development. standard of quality.
Profession Law No. 156 of 1983 emphasizes Article 150: Refrain from any .
. . ) Professional
good conduct and adherence to professional conduct that brings the profession °
. . . Conduct
ethics. into disrepute.

Source: Student-generated work based on International Auditing Standards, the instructions of the Accounting and
Auditing Standards Board of the Republic of Iraq, and various Iraqi laws and legislation.

Compliance with Professional Ethics

This section will address the importance of adhering to these ethics and the benefits they bring to
the profession first, and to professionals second, as well as to all users of financial statements,
including managers, directors, tax authorities, and banks. It will also shed light on the threats
affecting external auditors' compliance with professional ethics, as well as the preventive measures
to mitigate these threats.

The Importance of Adhering to Professional Auditing Ethics

The primary goal of adhering to the ethics and code of conduct of any profession is to gain public

confidence in the quality of its services. The importance of auditors' adherence to professional

ethics and codes is linked to the following aspects: (adw, 2020, p. 970)

* Empowering the accounting and auditing profession by giving it social value, especially when
professionals have ethical obligations.

* Sincerity in performing the duties assigned to professional accountants increases public
confidence in the accounting and auditing profession.

* Enhancing the language of professional accountants' performance when providing services
within the framework of ethical or public accountability
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» Maintaining the integrity and effectiveness of financial statements presented in the accounting
logic and submitted by various economic units

Threats affecting the external auditor's commitment to professional ethics

Given its importance It is in a constant and ongoing state, and this process is not without threats that
affect its success. These threats fall into more than one or more of the following categories: ( 2=
Clasll& ~uldly 2021, p. 149)

Category (A) - The threat of personal interest

Category (B) - The threat of self-reflection

Category (C) - The threat of endorsement

Category (D) - The threat of damage

Category (E) - The threat of harassment.

External Auditor Responsibilities

The external auditor is responsible for verifying the fairness and accuracy of entities' financial
statements and ensuring their compliance with approved accounting standards. Hence, it is
important to understand the responsibilities of the external auditor as a fundamental pillar in
preserving public funds and promoting transparency and accountability. The primary responsibility
of a certified public accountant is to address and provide a form of preventative protection against a
number of risks in financial statements. These risks can be manifested in all errors and fraudulent
acts contained in these statements, whether intentional or unintentional. This requires the
accountant to fulfill his duties by reporting all such violations and errors to management. This
reduces the likelihood of the occurrence and spread of misinformation and errors in financial
statements, which positively impacts the fight against administrative and financial corruption in all
its forms.

The Conceptual Framework of the External Auditing Responsibility

all definitions agree that the external auditor's responsibility revolves around (providing an
independent technical opinion, detecting errors and misstatements, adhering to professional
standards, and verifying the fairness of the financial statements).

The International Federation of Accountants (IFAC) defines the external auditor's responsibilities as
"expressing an independent opinion on whether the financial statements have been prepared, in all
material respects, in accordance with the approved financial framework, by applying international
auditing standards, and gathering sufficient and appropriate evidence to support that opinion."
(International Federation of Accountants, 2022, p. 527)

The external auditor's responsibility is to examine and analyze the entity's accounting records and
data to ensure they are free of material misstatements and to submit a report containing their
independent professional opinion. The primary responsibilities of the external auditor include
ensuring the accuracy and integrity of the financial statements, detecting financial irregularities and
deviations, reviewing compliance with instructions and regulations, and expressing an opinion on
the financial statements. (a3, 2018, p. 112) The external auditor's responsibility is to verify the fair
representation of the financial statements' financial position, operating results, and cash flows,
while maintaining their commitment to independence, professionalism, and confidentiality.
(a3, A sall suladl) o s B (A ol A Sl 43l 5 3uall, 2020, p. 134)

Types of responsibilities assigned to the auditor
The concept of the external auditor's responsibilities

The external auditor's responsibilities refer to a set of legal, professional, and ethical obligations and

duties that fall upon them when performing the audit. These responsibilities include the following

aspects: (23, 2020, p. 39)

1. Expressing an independent opinion: The primary responsibility of the external auditor is to
express an independent technical opinion on whether the financial statements have been prepared
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in accordance with accepted accounting standards and fairly present the financial position,
results of operations, and cash flows.

2. Verifying the entity's compliance with accounting standards: The external auditor must ensure
that the entity they are auditing has complied with the approved accounting standards and that
there are no violations or material errors that would affect the credibility of the financial
statements.

3. Evaluating the internal control system: The external auditor examines the entity's internal control
system to determine its effectiveness. This helps assess the extent to which it can be relied upon
in the audit process and reduce the risk of material misstatement.

4. Gathering evidence: The auditor must gather sufficient and appropriate evidence to support their
professional opinion. This is accomplished through audit tests, review, analysis, and document
verification.

5. Detecting Misstatements and Fraud: The auditor is responsible for determining whether there are
indications of misstatements or fraud within the financial statements. This responsibility is
addressed in ISA 240, which focuses on the auditor's responsibility for fraud.

A chartered External Auditing failure to properly audit and organize the financial statements of the
company subject to the audit entails numerous responsibilities.

The International Standards on Auditing the External Auditing responsibilities Standards

The International Standards on Auditing (ISA) also define the responsibilities of the external

auditor in several standards, the most important of which are the following: (ISA, 2022)

1. General Responsibilities of the Auditor (ISA 200) Objective and General Principles of a
Financial Audit) - Defines the primary responsibility of the auditor to plan and perform the audit
to obtain reasonable assurance that the financial statements are free from material misstatement.
This includes adherence to ethical principles (independence, integrity, and objectivity).

2. Audit Planning (ISA 300) Planning an Audit of Financial Statements

. Risk Assessment (ISA 315) Identifying and Assessing the Risks of Material Misstatement.

4. Audit Evidence )ISA 500) )Audit Evidence)

-Defines the auditor's responsibility to obtain sufficient and appropriate evidence to support their
opinion.

. Internal Control (ISA 265) Communication of Deficiencies in Internal Control

6. Communication with Management and Regulators (ISA 260) (Communication with Those
Charged with Governance)

7. Audit Report (ISA 700) Forming an Opinion and Reporting on the Financial Statements
-Defines the auditor's responsibility to express an opinion (with or without qualification) on the

fairness of the financial statements.

These standards ensure that auditing is conducted "competently and independently," providing a

fair professional opinion based on sufficient evidence. These standards are not binding laws in and

of themselves, but rather professional and ethical frameworks that auditors must adhere to. If the
external auditor fails to follow or implement the standards, penalties are not directly imposed by

(IFAC), but rather are referred to local professional and regulatory bodies in each country for

implementation.

Criminal Liability of the Certified Public Accountant

(98]

|9y

The external auditor is legally obligated to sign all final accounts of the entity they audit and
organize its records. Therefore, they are responsible for the accuracy of these statements. A certified
public accountant is subject to criminal liability if the errors or misrepresentations he or she has
committed fall under the purview of the Penal Code and other laws that address cases in which such
liability is realized, such as Article (17) of the Iraqi Income Tax Law, Article (28) of the
Accountants and Auditors Syndicate Law, and other legislation that addresses the liability of a
certified public accountant. Therefore, in this section, we address the liability of a certified public
accountant under Iraqi criminal law, and then discuss, as follows:
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The liability of the external auditor according to Iraqi criminal law

The Iraqi Penal Code No. 111 of 1969 as amended refers to a number of legal articles that define

the criminal liability of a certified public accountant in the event of his or her violation of the rules

governing his or her work.

This includes, for example, what is referred to in Article (296), which states: “Anyone legally

charged with keeping books or papers subject to the oversight of public authorities shall be

punished by imprisonment for a period not exceeding one year and a fine not exceeding one

hundred dinars, or by one of these two penalties.(” He recorded incorrect events therein or omitted

to record correct events therein, which would have deceived the aforementioned authorities and led

them into error). We also refer to Article (300) of the same law: ( “Whoever, in bad faith, destroys,

spoils, defects, or invalidates an existing document or one proving a debt, disposition of property,

acquittal, settlement, or any document that can be used to prove ownership rights, shall be punished

by imprisonment for a period not exceeding seven years or by detention,”) and other penal texts that

refer to the criminal liability of the chartered accountant.

A certified public accountant's liability also accrues when he engages in actions using fraud and

deception to achieve a specific goal. In this context, fraud has been defined as( "...the use of

deceptive means..." )with the aim of obtaining moral or material benefits to evade the

implementation of the law. Another approach defines fraud committed by a certified public

accountant as all violations and intentional illegal actions.

Therefore, the fraud that entails a certified public accountant's liability involves motives aimed at

preparing fraudulent financial reports with the aim of achieving unexpected profits by

circumventing the internal control system. A certified public accountant's criminal liability also

accrues when he intentionally commits a change in the financial statements or commits fraud by

concealing the truth in the financial statements with the aim of obtaining a benefit. This may

include several forms, which we can point to, but are not limited to, the following: ((113) 4x = o518

) Sloall Jaal 2009, p. 18)

1. Recording and recording fictitious financial transactions and statements in a company's financial

statements.

Manipulating the application of legally recognized financial principles.

Concealing certain financial statements and documents.

Manipulating and altering financial records.

Covering up financial violations.

Approving the distribution of false profits.

. Preparing reports that are false.

The auditor's liability generally arises as a result of a contract between two parties, and the auditor's

violation of the terms of that contract occurs. This liability can be defined as engaging in an illegal

activity or refraining from performing a legally required task. The auditor's responsibility is

summarized in his audit of all company accounts for the purpose of examining the financial

statements and detecting accounting manipulation. He then expresses a well-founded opinion on the

soundness of those financial statements and determining the company's financial position. This

requires him to express his professional opinion, free from all external and internal influences of the

entity. To perform these tasks, he must take the following steps: ( zlaa& 2.l JWS, 1989, p. 55)

1. Identify and list the data to be examined.

2. Classify that data in terms of importance.

3. Gather all relevant information and supporting evidence.

4. A statement of the professional opinion regarding the accuracy of the data in the financial
statements and the extent to which they are free of errors and misrepresentations.

Just as the certified public accountant is responsible to the second party in the contract for all

financial errors and misrepresentations in the financial statements, he is also liable for negligence

towards the third party (the third party) using the financial statements, despite the termination of the

contractual relationship between them and the third party (the beneficiary) as a result of the harm

NGOV AL
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caused to the latter as a result of his negligence and omission, with a causal link between the harm
caused to the third party and his negligence and omission.

Liability is generally based on three pillars: the first is the element of "error," the second is the
element of "damage," and the third is the presence of a causal relationship between the error and the
harm resulting from that error (12 salall daal jall g dpnlaall g anlais (538 1983, p. 12)

Main similarities and convergences between international auditing standards and the legislation and
instructions in force in Iraq:

Despite the differences in legislative contexts between international standards. and Iraqi laws.
However, there is a general consensus on the basic principles and responsibilities of the external
auditor. This is illustrated in the table below:

Table (2) illustrates the extent of similarities and compatibility between the International Standards
on Auditing) ISA) and Iraqi laws and regulations regarding external auditor ethics.

Table (2)
Iraai Laws and Instructions International Auditing Clarification of the
q Standards (ISA) Standard

An opinion must be expressed as to whether the
statements are fairly presented. The Iraqi Companies
Law )125) and the Iraqi Auditors Law require the
auditor to issue an impartial report.

The auditor is responsible for assessing the risks of

Expressing an Opinion
ISA 700 on the Financial \
Statements

fraud, not for fully detecting them. Liability is limited ISA 240 Respon§1b111ty for Y
) ; Detecting Fraud
in Iraqi laws.
It is stipulated in the Professional Council's practices. ISA 210 Agreenéelliletnvtvnh the ¥
Iraqi Penal Code No. 296 of 1969, as amended. ISA 500 Gathering Sufficient £

Evidence

Source: Student's work based on International Auditing Standards, the instructions of the Accounting and Auditing
Standards Board of the Republic of Iraq, and various Iraqi laws and regulations.

Preventive Measures to Protect the Ethics and Responsibilities of the Auditing Profession

Preventive measures eliminate previous threats or reduce them to a manageable level. These
measures are classified into two categories as follows: (¢_2%, 2015, p. 119)

1. Preventive measures present in the work environment

2. Preventive measures arising from the profession, legislation, or regulations.

Preventive Measures in the Work Environment
Preventive measures in the audit environment

These are a set of tools related to Preventive measures in the audit environment at the audit firms
that comprise a group of work teams, auditors, and employees. They include, but are not limited to,
the following: (2%, 2015, pp. 123-124)

1. The leaders of the audit firm or private audit firm should emphasize the importance of
independence and the expectation that members of the audit services team will work in the
public interest.

2. The existence of policies and procedures for implementing and supervising the quality control
and oversight of the assigned task.

3. The existence of documented policies specifically for the individuals or individuals performing
the audit. Identifying threats and assessing the materiality of the consequences of these threats.

4. Implementing the necessary safeguards to eliminate or reduce the impact of previously identified
threats to an acceptable level.

5. The existence of documented independence policies for audit firms or institutions that perform
audit services. These policies address the nature of the threats they face, assess the materiality of
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the impact of these threats, and implement safeguards to eliminate or reduce the impact of
previously identified threats to an acceptable level.

6. The existence of documented internal policies and procedures to verify compliance with the
institution's policies and procedures.

7. The existence of effective policies and procedures that identify interests or relationships between
the institution or its team members and the clients or customers with whom it has contracted.

8. The existence of control policies and procedures )the extent to which the institution or audit firm
that performs audit services relies on a single client for its revenue) and how to address this.

9. The existence of internal sanctions policies to impose sanctions on partners, staff, employees,
and various teams who provide audit services and violate the institution's or audit firm's policies.

Difficulties and Obstacles Faced by External Auditors in Adopting and Applying
International Auditing Standards in Iraq

National auditing standards are adopted by the Iraqi Board of Auditing Standards (IBAAS),
although the International Federation of Accountants (IFAC) and the [IUAA require members to use
the latest Arabic translations of ISAs, including the most recent 2022 edition.

However, there is no independent audit oversight body, and professional oversight is conducted
solely through the IUAA, resulting in weak and rigorous implementation of international standards.
In this chapter, we explain and highlight some of the problems and obstacles faced by external
auditors in Iraq when applying International Standards on Auditing (ISAs), as follows: (s, 2018,
p-9)

1. Prominent Legislative and Regulatory Obstacles

A. Legal and Regulatory Ambiguity: The Iraqi Companies Law does not explicitly refer to IFRS
or ISAs, but rather uses the term "International Standards" in a general way, creating legal
ambiguity and distracting institutions from fully complying with international standards.

B. Lack of training and professional skills: There is a need for long-term and sustained training
for auditors on understanding the ISA ethics, such as objectivity, integrity, independence, and
professional skepticism, in addition to full technical knowledge.

C. Weak government oversight: The Iraqi Securities Commission and the Board of Supreme
Audit lack sufficient resources to enforce compliance with ethical standards.

2. Socio-cultural and institutional barriers

A. Socio-cultural factors: Family and tribal loyalties may override professional principles. Fear of
reporting violations due to the lack of legal protection for whistleblowers.

B. External pressures and the influence of the work environment: External auditors face
pressure from management, owners, or stakeholders, which limits their ability to make independent
decisions and adopt absolute professional positions.

C. The influence of government organizational culture: Political influence and administrative
corruption in the public sector can hinder the independent and objective implementation of audit
ethics.

D. Lack of qualified personnel: The number of certified public accountants (CPAs) in Iraq is
limited compared to demand.

E. Lack of awareness and weak training programs: Inadequate programs focusing on
professional ethics in accordance with IFAC standards.

F. Some auditors and firms prefer traditional methods due to familiarity with them and a lack of
professional awareness. Many institutions do not see a direct benefit from implementing
international standards, especially in the absence of legal follow-up.
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3rd: Conclusions and Recommendations

A set of conclusions was reached and a set of recommendations were formulated, as follows:

Conclusions

1.

10.

11.

The certified public accountant is obligated to sign and state his correct name on all financial
statements he audits and prepares. This entails being responsible for the accuracy of all data in
those financial statements. This responsibility varies from civil to criminal and disciplinary.

The weakness of the legal and regulatory structure compared to common law countries makes it
difficult to impose uniform and transparent standards in practice.

The accountant's error that entails liability is measured according to an objective standard,
which includes failure to perform his duties in accordance with the expected experience and
skill.

Lack of formal enforcement of international standards: Oversight bodies, such as the Board of
Supreme Audit, rely on their own instructions that may not be fully consistent with ISAs, as
there is no oversight or regulatory body requiring external auditors or Iraqi companies to
implement ISAs.

The external auditor's responsibilities lie in ensuring the accuracy of financial statements and
their freedom from fraud, errors, and material misstatements.

The success of the audit depends on the extent to which the external auditor adheres to generally
accepted international auditing standards. This is a step toward proper implementation of the
audit process.

The auditor's adherence to international auditing standards contributes to providing a clear
picture that increases the reliability of financial statements, as the auditor submits a report on the
credibility of these statements.

The legislation and instructions issued by oversight bodies in Iraq, such as the Federal Board of
Supreme Audit and the Iraqi Association of Certified Accountants and Auditors, requiring the
external auditor to adhere to international auditing standards, is a positive step toward enhancing
the credibility of these financial statements in the eyes of international organizations.

The process of defining the auditor's responsibilities is extremely difficult, so the auditor bears a
portion of the professional responsibility if he fails to detect errors and fraud. Users of financial
statements rely on their reports to make their own decisions.

The impact of obstacles and problems on the external auditor's performance of their professional
responsibilities, particularly their independence.

The necessity of exercising professional skepticism, taking professional precautions, and
exerting the necessary professional care to achieve audit objectives.

Recommendations

We recommend that oversight bodies in Iraq, such as the Federal Board of Supreme Audit and the
Iraqi Association of Certified Public Accountants and Auditors, adopt a set of measures, including
the following:

1.
2.

The education, training, and experience requirements necessary to practice the audit profession.
The person applying to practice the profession of certified public accountant must have
professional conduct characterized by honesty, credibility, and good conduct, and possess all the
capabilities that enable them to perform their work to the best of their ability.

Conducting regulatory training courses throughout the country on the importance of adhering to
the standards of ethics and responsibilities of the external auditor.

The external auditor must not perform other tasks within the organization (as an accounting and
finance consultant or in the tax field, etc.), as such activities are considered inconsistent with the
external auditor's mission. Expressing an impartial opinion when issuing the audit report.

. Deepening the institutional culture of integrity within the public and private sectors, in

cooperation with anti-corruption institutions such as the Integrity Commission.

ISSN:2222-2995 E-ISSN:3079-3521 Vol. 15 No. 4 Part (2) 248



I R H D I University of Kirkuk Journal For Administrative

Academic Sclentific Journals and Economic Science (2025) 15 (4) Part (2): 232-251

6. Focusing on teaching ethics and morals in the International Standards on Auditing for the
External Auditor profession in training courses.

7. Enhancing professional training and education on ISA ethics and continuing professional
development for auditors.

8. Strengthening auditor independence through true separation from management influence and
internal conflicts.

9. Updating governance systems to keep pace with developments in regional and international
systems.

10. Benefiting from the experiences of advanced countries that have implemented international
auditing standards.

11. Implementing instructions and laws that support the professional independence of the external
auditor to enhance confidence in financial statements.

12. Establishing monitoring and disciplinary mechanisms for the profession by oversight bodies in
Iraq, such as the Federal Board of Supreme Audit and the Iraqi Association of Certified Public
Accountants and Auditors.
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