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Top 10 warning
signals a CFO should
not ignore: Experts
A webinar, titled "Warning Signals", organised by

accounting advisory firm ASA & Associates discussed

the 10 warning signals for CFOs, which could help

them prevent financial mishaps in their organisations.

Here are the 10.
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L-R: Amarjit Chopra, former president of the Indian Institute

of Chartered Accountants of India; and Parveen Kumar,

national head assurance at ASA & Associates

financial officers should be aware of early warning

signs and anticipate outcomes of these indications,

a webinar organised by ASA & Associates highlights.


"CFOs should try to get to know what is going inside

the organisation, and should not ignore any of these

warning signals whether it is frequent change in

vendors or increasing delays in compliances and

payments," said Parveen Kumar, national head

assurance at ASA & Associates.


If any mishap takes place in the company, such as a

fraud, CFOs are the first ones to be questioned.

Hence, it is of prime importance that CFOs take note

of these warning signs. "CFOs are not astrologers

but they must be able to predict consequences of

each and every financial event," said Amarjit

Chopra, former president of the Indian Institute of

Chartered Accountants of India.


Kumar, along with Chopra, discussed the top 10

warning signals for CFOs in operations and finance:


1. Promoters Ring Fencing


If promoters of a company are trying to ring-fence

or protect their personal assets, this could mean

that the company's assets are well below the

comfort level. This should be the first and most

important warning signal for the CFO, according to

Kumar. " In some cases, we have seen promoters

withdrawing their money and moving out of the

country, but CFOs remain. This is the first warning

signal for a CFO" said Kumar.
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2. Frequent Changes in Bill of Material, Vendors


When there are frequent changes in the bills of

material (BOM), this could mean that something is

fishy in the organisation. Frequent change in

vendors could indicate a lack of proper functioning

in operations.


3. Over-dependence on technology


Nowadays, organisations use modern technologies

like integrated software technology. However, when

a company becomes overly dependent on

technology, it can become risky for CFOs, as

confidential information is more prone to

cyberattacks.


4 ) Complaints


When a CFO receives too many complaints from

those outside their organisation, or even from those

inside, it indicates that there could be some hidden

issues that need to be dealt with.


5) Delays


Delay in compliance requirements, payments, and

an increase in the company's working capital are

warning signals for CFOs.


6) Financial Ratios 


Financial Ratios include 11 ratios, and each ratio is

dependent on one or the other in some way. When

management starts feeling comfortable with

financial ratios this can be a warning signal for a
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CFO. "If CFOs start to feel comfortable that my

current ratio in last year was 1:1 and now it's 1:5 or

note improvement with any other ratio, that can be

a serious warning because one has to analyse the

cause of improvement in any ratio," said Chopra.


7) Increasing Working Capital


An increase in working capital can be the result of

increasing debts or credit periods getting shorter in

the market. This has a direct link with the goodwill

of the company or previous payment patterns,

which requires a detailed analysis of factors

responsible for increasing working capital.


8) Company defaulting on statutory dues


Normally companies tend to pay their statutory

dues like advance tax, provident fund deposits and

GST on time but when financial statements show a

delay in payments of such dues, it could indicate

hidden debt or reveal issues within an organisation.


9) Increasing Inventory


Increasing inventory is a warning signal for a CFO,

as it can be because the stock is outdated or does not

hold market value anymore. 


https://cfo.economictimes.indiatimes.com/tag/increasing+working+capital
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10) Disclosures


Based on the 11 ratios, CFOs must be able to disclose

whether a company is able to meet its 12-month

requirement. " In case something goes wrong or

there are problems with financial accounts, or any

fraud is reported, the person who is questioned is a

CFO," Chopra said.


Follow and connect with us on Twitter, Facebook,

Linkedin

Risk overdependence on technology Leadership

Increasing Working Capital Former ICAI President

Financial ratios Features Changes in Vendors Bill

Amarjit Chopra 10 warning signs for CFOs

TRENDS

Technologies & CFOs • Accounting News • Compliance News • Economy News • Market News • CFO

Leaders • Digital-CFO • CFO Interviews • CFO Wall

INDUSTRY NEWS

Retail News • Auto News • Health News • Telecom News • Energy News • IT News • Real Estate News • IT

Security News • BFSI News • Government News • Marketing & Advertising News • Hospitality News • Travel

News • HR News • Legal News • Infra News • B2B News

FEATURES

CFO TV • Features • Interviews

CONTACT US

ADVERTISE WITH US
We have various options to
advertise with us including
Events, Advertorials, Banners,
Mailers, Webinars etc.

SIGN UP FOR

ETCFO
NEWSLETTER
Get ETCFO's top stories
every morning in your email
inbox.

FOLLOW US

@ETCFO
Follow @ETCFO for the
latest news, insider access to
events and more.

https://twitter.com/et_cfo
https://www.facebook.com/ETCFO-1204332616320169/
https://www.linkedin.com/in/etcfoeditor/
https://cfo.economictimes.indiatimes.com/news/risk
https://cfo.economictimes.indiatimes.com/tag/overdependence+on+technology
https://cfo.economictimes.indiatimes.com/tag/leadership
https://cfo.economictimes.indiatimes.com/tag/increasing+working+capital
https://cfo.economictimes.indiatimes.com/tag/former+icai+president
https://cfo.economictimes.indiatimes.com/tag/financial+ratios
https://cfo.economictimes.indiatimes.com/tag/features
https://cfo.economictimes.indiatimes.com/tag/changes+in+vendors+bill
https://cfo.economictimes.indiatimes.com/tag/amarjit+chopra
https://cfo.economictimes.indiatimes.com/tag/10+warning+signs+for+cfos
https://cfo.economictimes.indiatimes.com/news/technology
https://cfo.economictimes.indiatimes.com/news/accounting
https://cfo.economictimes.indiatimes.com/news/compliance
https://cfo.economictimes.indiatimes.com/news/economy
https://cfo.economictimes.indiatimes.com/news/markets
https://cfo.economictimes.indiatimes.com/news/leadership-and-management
https://cfo.economictimes.indiatimes.com/news/digital-cfo
https://cfo.economictimes.indiatimes.com/news/interviews
https://cfo.economictimes.indiatimes.com/cfo-wall
https://retail.economictimes.indiatimes.com/
https://auto.economictimes.indiatimes.com/
https://health.economictimes.indiatimes.com/
https://telecom.economictimes.indiatimes.com/
https://energy.economictimes.indiatimes.com/
https://cio.economictimes.indiatimes.com/
https://realty.economictimes.indiatimes.com/
https://ciso.economictimes.indiatimes.com/
https://bfsi.economictimes.indiatimes.com/
https://government.economictimes.indiatimes.com/
https://brandequity.economictimes.indiatimes.com/
https://hospitality.economictimes.indiatimes.com/
https://travel.economictimes.indiatimes.com/
https://hr.economictimes.indiatimes.com/
https://legal.economictimes.indiatimes.com/
https://infra.economictimes.indiatimes.com/
https://b2b.economictimes.indiatimes.com/
https://cfo.economictimes.indiatimes.com/videos
https://cfo.economictimes.indiatimes.com/news/features
https://cfo.economictimes.indiatimes.com/news/interviews
https://cfo.economictimes.indiatimes.com/contact_us.php
https://cfo.economictimes.indiatimes.com/etnewsletter.php
https://twitter.com/et_cfo


10/6/21, 3:38 PM Top 10 warning signals a CFO should not ignore: Experts, CFO News, ETCFO

https://cfo.economictimes.indiatimes.com/news/top-10-warning-signals-a-cfo-should-not-ignore-experts/86415626 6/6

Please contact us to know more
details.

Your Email

50,000+ Industry Leaders read it
everyday

Join Now

I have read Privacy Policy and
Terms & Conditions and
agree to receive newsletters
and other communications on
this email ID.

   

Copyright © 2021 ETCFO.com. All Rights Reserved.

About Us • Contact Us • Advertise with us • Newsletter • RSS Feeds • Embed ETCFO.com Widgets on your

Website • Privacy Policy • Terms & Conditions • Guest-Post Guidelines • Sitemap

https://cfo.economictimes.indiatimes.com/contact_us.php
https://cfo.economictimes.indiatimes.com/privacy_policy.php
https://cfo.economictimes.indiatimes.com/terms_conditions.php
https://twitter.com/et_cfo
https://www.facebook.com/ETCFO-1204332616320169/
https://www.linkedin.com/in/etcfoeditor/
https://www.instagram.com/etcfo/
https://cfo.economictimes.indiatimes.com/about_us.php
https://cfo.economictimes.indiatimes.com/contact_us.php
https://cfo.economictimes.indiatimes.com/contact_us.php
https://cfo.economictimes.indiatimes.com/etnewsletter.php
https://cfo.economictimes.indiatimes.com/rss
https://cfo.economictimes.indiatimes.com/widget
https://cfo.economictimes.indiatimes.com/privacy_policy.php
https://cfo.economictimes.indiatimes.com/terms_conditions.php
https://cfo.economictimes.indiatimes.com/guest-post-guidelines
https://cfo.economictimes.indiatimes.com/sitemap
https://cfo.economictimes.indiatimes.com/

