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Abstract

In recent years, corporate abuse and fraud, inaccurate financial reporting and weak
corporate management have been important factors in the financial crisis of the last
decade. On the other hand, financial scandals, in addition to having economic losses
such as harming creditors, investors and shareholders, also include political, judicial
and social costs. Moreover, in addition to having a direct impact on the company,
fraudulent financial reporting has an impact on employees, creditors and investors and
will weaken the reliability of financial statements and capital markets. Therefore, the
main goal of this research was to determine the factors of fraud in financial statements
from the Pentagon theory. In examining fraud in financial reporting from the Pentagon
theory, five dimensions, namely pressure, opportunity, rationalization, competence
and arrogance were examined in the financial statements of 150 companies admitted
to Tehran Stock Exchange in the years 2016-2022 using a multivariable regression
model that was examined with the panel fixed effects method. The results of the
research showed that the five dimensions of the Pentagon theory including pressure,
opportunity, rationalization, competence and arrogance had a positive and significant
effect on fraudulent financial reporting.
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