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Overview of the New Reporting Model When the Auditor’'s Opinion Is lllustrations available in the

Not Modified in Relation to Going Concern Appendix of the Standard

. . MURGC Section
Applicability Going Concern Section
pplicaoiii : : : (Material Uncertainty Exists and Adequate
(No Material Uncertainty Exists) Disclosure is Made in the Financial Statements)
The auditor explicitly states that:* The auditor explicitly states that:®
» They concluded that management’s use * They concluded that management’s use
- of the going concern basis of accounting is of the going concern basis of accounting is
For all entities appropriate appropriate
» A material uncertainty has not been * A material uncertainty exists
identified

* The auditor’s opinion is not modified

» When significant judgments are made by * A description of how the auditor evaluated
management in concluding that there is management’s assessment of the entity’s
no material uncertainty, a description of ability to continue as a going concern

For listed entities how the auditor evaluated management’s

assessment of the entity’s ability to continue
as a going concern

(*) Accompanying context is provided to the explicit statements to emphasize that they are not an opinion on a discrete matter in the audit nor a guarantee as to the entity’s ability to
continue as a going concern. In addition, when a material uncertainty exists, the auditor is required to include a reference to the related disclosure(s) in the financial statements.
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When assessing whether to prepare financial
statements on a going concern basis, |IAS 8 [IAS 1]
requires management to look out at least 12 months
from the end of the reporting period—but states that
the outlook is not limited to 12 months. Some national
regulations require consideration of going concern for
12 months from the date that financial statements are
authorised for issue. The International Auditing and
Assurance Standards Board’s International Standard

Applying the requirements in IAS 8 [IAS 1]

The requirements in IAS 8 [IAS 1] can be depicted as set out in the diagram below:

... entity situation deteriorating ...

@ No significant @ significant doubts © significant doubts © intends to liquidate on Auditing 570 (Revised 2024), Going Concern
doubts about going about going concern about going concern or to cease trading, or requires an auditor to request management to extend
concern but mitigating actions but mitigating actions no realistic alternative its assessment period if that period covers less than
J“dEEd sufficient to J”“EEU sufficient to but to do so 12 months from the date of the approval of the financial
Scenario make going concern make going concern . , _
appropriate appropriate statements. Considering tlfme perlc}dg Innge:t tha.m
Entity determines no Material uncertainties .12 mmj'ths frorﬂ the end D, the repctrtmg period is not
material uncertainties about going concern inconsistent with the requirements in IAS 8 [IAS 1],
= remain after considering which establishes a minimum period, not a cap.
Close call mitigating actions _ ___
Close call
Basis of : Alternate basis
preparation Going concern (not going concern) Situations when events or conditions were identified that may
cast significant doubt on the entity's ability to continue asa
Basis of preparation Basis of preparation Basis of preparation Limit_ed specific going concern but, after considering management's plans to 1
] No specific disclosures Significant judgements? Material uncertainties requirements : >
Disclosure o _ deal with these events or conditions, management and the
(see page 4) Significant judgements?
(see page 4) auditor conclude that no material uncertainty exists are often

referred to as “close call” situations.

Source: IFRS website https://www.ifrs.org 49
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MURGC - Material
Uncertainty Related to

Going Concern

(rnuluiuauns
fazdaLAeINU
MIAHUNUADLILDY)

KAM - Key Audit
Matters
(530zasadaly
NI IIATDU)

EOM - Emphasis of
Matter Paragraph
(1330 UTDYAUDE
o
LHANITL)

Source: TAASB; FREQUENTLY ASKED QUESTIONS™REPORTING GOING CONCERN MATTERS IN THE AUDITOR’S REPORT

n9UszaIAra9 MURGC, KAM waz EOM

IngUszad A

Applies if the auditor has concluded that a material uncertainty related to
going concern exists, and for which adequate disclosure has been made in
the financial statements. The use of a separate section that includes
reference to the fact that a material uncertainty exists that may cast
significant doubt on the entity’s ability to continue as a going concern is
intended to give additional prominence to this information and alert users

to this circumstance.

Provides information to intended users to assist them in understanding
those matters that, in the auditor’s professional judgment, were of most
significance in the audit of the financial statements of the current period,

including how such matters were addressed in the audit.

Establishes a mechanism for auditors to provide additional
communication in the auditor’s report, to draw users’ attention to a
matter(s) presented or disclosed in the financial statements that, in the
auditor’s judgment, is of such importance that it is fundamental to users’

understanding of the financial statements.

Do the financial statements provide
adequate disclosures about the identified
events or conditions that may cast
significant doubt on the entity’s ability to
continue as a going concermn ?

(Ref. ISA 570 (Revised), paras. 20, A24-A25)

v

Refer to | SA 705 (Revised),
Modificatdons to the Opinion in the

Independent Auditor's Report

Does law or regulation
require, or has the auditor

chosen to voluntarily Is the matter,

Is the entity listed? communicate KAM in the s fo MwiOE S
auditor’s report? judgement,
fundamental
to users’

understanding
of the financial

statements?

Is the matter determined to be a KAM?

(Ref: ISA 701, paras. 8-10)

When a matter that is determined to be a key
audit matter is also, in the auditor’s judgment,
fundamental to users’ understanding of the
financal statements, the auditor may wish to

v

Refer to ISA 701,

Communicating
Key Audit Matters

highlight or draw further attention to its
relative importance within the KAM section
(e.g., order as the first KAM).

(Ref. ISA 708 (Revised), para. A2)

in the Independent
Auditor’s Report

—m

Matters relating to going concern, including “close calls”, may be

for audits of listed entities’ financial statements.

determined to be Key Audit Matters and communicated in the auditor’s

report in accordance with new ISA 701, which is required to be applied

P,
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