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Analyzing Earnings Quality as a Financial Forensic Tool
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M= -4.84 + 0.92*DSRI + 0.528*GMI + 0.404*AQI + 0.892*SGI + 0.115*DEPI - 0.172*SGAI +

4.679*TATA - 0.327*LVGI

M =-4.84 +(0.92%0.625) + (0.528*1.448) + (0.404*1.308) + (0.892*1.526) + (0.115*1.017) -

(0.172%0.649) + (4.679*0.012) - (0.327%1.041)

M =-4.84 +.5750 + .7645 + .5284 + 1.3612 + .1170 - .1116 + .0561 - .3404
M = (1.8898) rounded to (1.89) = greater (less of a negative) than (2.22)
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1- Forensic Accountants

2- Beneish Model

3- Financial Forensic Tool

4- Earnings Manipulation

5- Days’ Sales in Receivables Index (DSRI)

6- Gross Margin Index (GMI)

7- Asset Quality Index (AQI)

8- Sales Growth Index (SGI)

9- Depreciation Index (DEPI)

10- Sales, General and Administrative Expenses Index
(SGAI)

11- Total Accruals to Total Assets Index (TATA)

12- Leverage Index (LVGI)




