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A comprehensive, accessible, and innovative approach to a potentially
devastating problem.

When afirm's actual earnings fall significantly short of expectations, it's not just
the company that suffers. Lenders, equity investors, accountants, auditors, and
consultants can also take a hit from this "earnings surprise.”

Financial Warnings is designed for one purpose--to make sure that such a
shortfall never undermines your financial security. Clearly and systematically,
this unique practical guide helpsyou:

* Understand the many causes of earnings surprises, including fraud, overstated
revenues, undervalued liabilities, and many more

* |dentify the early warning signals associated with particular earnings surprises,
S0 you can take prompt corrective action

* Prevent earnings surprises from happening in the first place by improving the
quality of earnings forecasts

Financial Warnings comes complete with a unique early warning system to put
you on the aert for potential trouble, fool proof checklists to help you spot those
"yellow flags,” a convenient sustainable earnings worksheet to sharpen your
earnings forecasts, and plenty of vivid case histories to show you how to
anticipate and avoid earnings surprises--not just on paper, but in the real world.

A materia difference between a corporation's expected and actual earnings,
otherwise known as an earnings surprise, can spell big trouble for lenders and
equity investors, to say nothing of the company in question. The failure to
anticipate a negative result can threaten a lender's prospects for loan repayment,
cause investors to absorb heavy losses, and trigger substantial 1osses on positions
in equity securities.
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Dedicated to the principle that "forewarned is forearmed," this book provides
accountants and other users of financial statements with the resources needed to
avoid these damaging financial discrepancies. Charles Mulford and Eugene
Comiskey employ numerous case studies to examine and define these
discrepancies and classify earnings surprises according to their major causes:
changing economics, fraud, and aggressive application of GAAP. They then
examine the results of asurvey of bankers and develop a system for rating
earnings surprise potential. This Earnings Reversal Score concisely categorizes
cautionary signals, such as profitability, liquidity, and management-related early
warnings, enabling accountants to recognize problems and take timely corrective
measures.

Financial Warnings helps improve the quality of earnings forecasts as well. With
the aid of a detailed worksheet and a pair of extended case studies, you'll learn
how to locate material honrecurring items--amajor cause of earnings surprises--
and determine afirm's sustainable earnings base more accurately. Y ou'll discover
how to pinpoint differences in the book and market values of assets and
liabilities, which, if undetected, can also result in earnings surprises. In addition,
you'll learn the early warning indicators of fraudulent financial reporting, as well
as crucia information on the role and responsibility of auditorsin detecting such
fraud.

An important resource for accountants, executives, CFOs, and company auditors,
Financial Warningsis an indispensable guide for investors and others who
depend on the accuracy of earnings projections. Even if you have only atentative
understanding of basic accounting issues, this easily accessible presentation will
help you devel op the knowledge and skills you need to formulate more accurate
earnings expectations and avoid the potential disasters caused by earnings
surprises.
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A comprehensive, accessible, and innovative approach to a potentially devastating problem.

When afirm's actual earnings fall significantly short of expectations, it's not just the company that suffers.
Lenders, equity investors, accountants, auditors, and consultants can also take a hit from this "earnings
surprise.”

Financial Warnings is designed for one purpose--to make sure that such a shortfall never undermines your
financial security. Clearly and systematically, this unique practical guide helps you:

* Understand the many causes of earnings surprises, including fraud, overstated revenues, underval ued
liabilities, and many more

* |dentify the early warning signals associated with particular earnings surprises, so you can take prompt
corrective action

* Prevent earnings surprises from happening in the first place by improving the quality of earnings forecasts

Financial Warnings comes compl ete with a unique early warning system to put you on the alert for potential
trouble, foolproof checkliststo help you spot those "yellow flags," a convenient sustainable earnings
worksheet to sharpen your earnings forecasts, and plenty of vivid case histories to show you how to
anticipate and avoid earnings surprises--not just on paper, but in the real world.

A material difference between a corporation's expected and actual earnings, otherwise known as an earnings
surprise, can spell big trouble for lenders and equity investors, to say nothing of the company in question.
The failure to anticipate a negative result can threaten alender's prospects for loan repayment, cause
investors to absorb heavy losses, and trigger substantial 1osses on positions in equity securities.

Dedicated to the principle that "forewarned is forearmed,” this book provides accountants and other users of
financial statements with the resources needed to avoid these damaging financial discrepancies. Charles
Mulford and Eugene Comiskey employ numerous case studies to examine and define these discrepancies and
classify earnings surprises according to their major causes. changing economics, fraud, and aggressive
application of GAAP. They then examine the results of a survey of bankers and develop a system for rating
earnings surprise potential. This Earnings Reversal Score concisely categorizes cautionary signals, such as
profitability, liquidity, and management-related early warnings, enabling accountants to recognize problems
and take timely corrective measures.

Financial Warnings helps improve the quality of earnings forecasts as well. With the aid of a detailed
worksheet and a pair of extended case studies, you'll learn how to locate material nonrecurring items--a
major cause of earnings surprises--and determine a firm's sustainable earnings base more accurately. You'll
discover how to pinpoint differencesin the book and market values of assets and liabilities, which, if
undetected, can also result in earnings surprises. In addition, you'll learn the early warning indicators of
fraudulent financial reporting, aswell as crucial information on the role and responsibility of auditorsin



detecting such fraud.

An important resource for accountants, executives, CFOs, and company auditors, Financial Warningsis an
indispensable guide for investors and others who depend on the accuracy of earnings projections. Even if you
have only atentative understanding of basic accounting issues, this easily accessible presentation will help
you devel op the knowledge and skills you need to formul ate more accurate earnings expectations and avoid
the potential disasters caused by earnings surprises.
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Editorial Review

From the Publisher

The authors identify the financial traits of firms which precede unanticipated and typically disastrous
reductionsin corporate earnings and forecasted cash flow to help users of financial information recognize
these potentially catastrophic financial characteristics. Explains how to understand and implement corrective
tactics to reverse sizable reductions in earnings and cash flow as well as blunt their accompanying impact.
Includesillustrative case studies, numerical examples, and sample debt restructuring agreements.

From the Back Cover
A comprehensive, accessible, and innovative approach to a potentially devastating problem.

When afirm's actual earnings fall significantly short of expectations, it's not just the company that suffers.
Lenders, equity investors, accountants, auditors, and consultants can also take a hit from this "earnings
surprise.”

Financial Warnings is designed for one purpose—to make sure that such a shortfall never undermines your
financial security. Clearly and systematically, this unique practical guide helpsyou:

- Understand the many causes of earnings surprises, including fraud, overstated revenues, underval ued
liabilities, and many more

- Identify the early warning signals associated with particular earnings surprises, so you can take prompt
corrective action

- Prevent earnings surprises from happening in the first place by improving the quality of earnings forecasts

Financial Warnings comes complete with a unique early warning system to put you on the aert for potential
trouble, foolproof checklists to help you spot those "yellow flags,” a convenient sustainable earnings
worksheet to sharpen your earnings forecasts, and plenty of vivid case histories to show you how to
anticipate and avoid earnings surprises—not just on paper, but in the real world.

A materia difference between a corporation's expected and actual earnings, otherwise known as an earnings
surprise, can spell big trouble for lenders and equity investors, to say nothing of the company in question.
The failure to anticipate a negative result can threaten alender's prospects for |oan repayment, cause
investors to absorb heavy losses, and trigger substantial osses on positions in equity securities.

Dedicated to the principle that "forewarned is forearmed," this book provides accountants and other users of
financial statements with the resources needed to avoid these damaging financial discrepancies. Charles
Mulford and Eugene Comiskey employ numerous case studies to examine and define these discrepancies and
classify earnings surprises according to their major causes. changing economics, fraud, and aggressive
application of GAAP. They then examine the results of a survey of bankers and develop a system for rating
earnings surprise potential. This Earnings Reversal Score concisely categorizes cautionary signals, such as
profitability, liquidity, and management-related early warnings, enabling accountants to recognize problems
and take timely corrective measures.

Financial Warnings helps improve the quality of earnings forecasts as well. With the aid of a detailed
worksheet and a pair of extended case studies, you'll learn how to locate material nonrecurring items—a
major cause of earnings surprises—and determine a firm's sustainable earnings base more accurately. Y ou'll



discover how to pinpoint differencesin the book and market values of assets and liabilities, which, if
undetected, can also result in earnings surprises. In addition, you'll learn the early warning indicators of
fraudulent financial reporting, aswell as crucial information on the role and responsibility of auditorsin
detecting such fraud.

An important resource for accountants, executives, CFOs, and company auditors, Financial Warningsis an
indispensable guide for investors and others who depend on the accuracy of earnings projections. Even if you
have only atentative understanding of basic accounting issues, this easily accessible presentation will help
you devel op the knowledge and skills you need to formul ate more accurate earnings expectations and avoid
the potential disasters caused by earnings surprises.

About the Author
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articles on financial reporting and analysis issues in leading academic journals in the accounting and finance
fieldsaswell asin such widely read professional journals as the Commercial Lending Review, the Journal of
Commercial Lending, and the Financial Analysts' Journal.

Users Review
From reader reviews:
Marcy Madison:

What do you with regards to book? It is not important together with you? Or just adding material when you
reguire something to explain what yours problem? How about your spare time? Or are you busy person? I
you don't have spare time to perform others business, it is make one fedl bored faster. And you have time?
What did you do? Every individual has many questions above. They need to answer that question because
just their can do that will. It said that about book. Book is familiar on every person. Yes, it is proper. Because
start from on kindergarten until university need this particular Financial Warnings: Detecting Earning
Surprises, Avoiding Business Troubles, Implementing Corrective Strategies to read.

Jeffrey Thibodeaux:

In this 21st centuries, people become competitive in every single way. By being competitive currently,
people have do something to make these peopl e survives, being in the middle of the particular crowded place
and natice simply by surrounding. One thing that sometimes many people have underestimated the item for a
whileisreading. Y ep, by reading areserve your ability to survive raise then having chance to stand up than
other is high. For yourself who want to start reading any book, we give you this Financial Warnings:
Detecting Earning Surprises, Avoiding Business Troubles, Implementing Corrective Strategies book as nice
and daily reading book. Why, because this book is usually more than just a book.



Barbara Davis:

As people who live in the actual modest era should be change about what going on or facts even knowledge
to make these keep up with the erathat is always change and move forward. Some of you maybe will update
themselves by looking at books. It is a good choice for you but the problems coming to you is you don't
know which you should start with. This Financial Warnings. Detecting Earning Surprises, Avoiding
Business Troubles, Implementing Corrective Strategies is our recommendation to make you keep up with the
world. Why, as this book serves what you want and want in this era.

Leigh Harris:

Isit anyone who having spare time after that spend it whole day by simply watching television programs or
just lying on the bed? Do you need something totally new? This Financial Warnings: Detecting Earning
Surprises, Avoiding Business Troubles, Implementing Corrective Strategies can be the response, oh how
comes? The new book you know. Y ou are thus out of date, spending your free time by reading in this brand-
new erais common not a geek activity. So what these textbooks have than the others?
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