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Abstract

Objective: Financial statements are of substantial significance to investors and other players in financial
markets. Yet, these statements are sometimes misinforming and misleading. Thus, a potentially intricate
issue for financial decision-makers is the prediction and detection of fraudulent financial statements.
Method: This research investigates the relationship between earnings management and fraudulent
financial statements in Firms, listed in Tehran Stock Exchange in order to help identify fraudulent financial
statements in the time interval from 2009 to 2016. In other words, the objective of this study is to evaluate
the ability of the popular discretionary accrual models to detect fraudulent financial statements. For this
mission, 189 companies (21 fraudulent companies and 168 non-fraudulent) are selected as the research
sample. The data mining methods employed in this research are Decision Trees (REPTree), Artificial
Neural Networks (ANNs), and Bayesian Networks. We evaluate the ability of 7 measures derived from the
extant discretionary accruals models to detect the existence of fraudulence.

Results: The obtained results indicate that among all data mining methods, the Decision Trees method and
among all accruals models, the Modified Jones model with book-to-market ratio have the greatest
relationship with fraudulent financial statements.
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3. Imbalanced data set
4. Re-sampling
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1. Multi-layer perceptron
2. Universal classifier
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1. Cost-sensitive learning
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2. Naive bayes
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1. Overfitting
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2. False negative (FN)
3. False positive (FP)

Tl sl 4w ol s S b5 sl

SHasl .ol ot o3l l (5l s SN 65 5> s
S bl sl m i eslinal | lite e ylze]
3a3T 5 pgeT s 93 4 Wosls Jgare by S
5 SNl sl B5aT (slaesls 1 g o o
lodis oy S ot pn 87 0057 (slaesl
e 53 48T LT 51 g, e DS 4o b5 1
e (el 057 Sl LB (laesls 31k ks
A 35 o om0 03051 5 25 5eT 4 Waesls
25 Ll 0le 5o LB laesls 1 oS sl
PS55Il el T sty ol 4 5 il adls
$SGeSS ¢ Jolize oLl iy 03 355 e lazel
Lol OLej 53 b 5 25 5eT OLaj )3 oa Laosls
L;_,.i” das e olis @L:} ‘Lfif.ti (L gl oo ol
laosls i J.a:..«m)ﬁ-:\_g:r:_«&; o)l am U Los s

1. Cross validation
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