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Financial statement whitewashing behavior and
preventive measures

Mengxuan Li
Guilin University of Technology, Guilin, Guangxi 541000

Abstract: The act of whitewashing accounting statements refers to an inappropriate act of whitewashing the real financial
income and cash flow of an enterprise by means of false manufacturing when preparing accounting statements. In recent
years, with the trend of economic interests and the development of society, the whitewashing of financial statements has
been used by more and more enterprises to stabilize their position in the economic market. It is extremely harmful, which
will cause serious distortion of accounting information and further endanger the vigorous development of socialist market
economy. Investors in banks and capital markets, in the face of such enterprises that cheat for investment, will not only make
the companies that originally developed on the normal track unable to become bigger and stronger on the basis of investment,
but also cause certain economic losses to enterprises, thus losing confidence in investment. Preventing the whitewashing of
financial statements has always been a hot issue in accounting circles. Taking RX Company as an example, this paper analyzes
the motivation of its financial whitewash from the fraud triangle theory, analyzes the motivation of RX Company's financial
whitewash events, and then analyzes the means of financial statement fraud, and puts forward corresponding measures to
prevent financial fraud events. It is expected that the relevant analysis of this paper can provide some help to improve the
authenticity and reliability of financial statements and the effectiveness of decision-making.

Keywords: financial statement whitewashing; Guard against; Triangle theory of fraud
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