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What key changes are
proposed relating to
the period to be
covered by
management’s going
concern assessment?
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What's New

* Change in the commencement date of the period of
management’s assessment, which is used as the basis for the
auditor’s evaluation

* The auditor is required to request management to extend its
assessment to at least twelve months from the date of approval
of the financial statements




Why Is the IAASB
proposing changing
the commencement
date of the period of
management’s
assessment?
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Period of Management's Assessment

Enables greater comparablility and consistency
among jurisdictions globally — some

jurisdictions have already adopted
a similar commencement date




International Auditing
I A A S B and Assurance
Standards Board®

Period of Management's Assessment

Aligns with evolving practice — a different

commencement date is often applied
In practice, although not required
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Period of Management's Assessment

Reinforces the benefit to users of a

management’s assessment of going concern
that includes more current information
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Do these proposals
remain aligned with the
requirements of
recognized financial
reporting frameworks?




IFRS Accounting Standards

» Consistent with the requirements of
IAS 1:

« Specify a minimum period for which
management is required to take into
account all available information

* |AS 1 does not set a cap, so a longer
time frame than the minimum period can
be considered

 Visit the IFRS Foundation website at
Ifrs.org for additional educational
materials
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Going concern—a focus on disclosure

document is inte d to support the consistent application of requirements in IFRS® Standar

A fundamental decision E has to

make in preparing financial statements applyin;

IFRS Standards is whether to prepare them on

concern basis. In the current stressed economic

environment arising from the covid-19 pandemic.

many er ave seen a significant downturn in
rofitability and hence liquidity which

uired to be prepared on a
herefore involve a greater

re familiar with the specific
g concern and related requirements
i f Financial Statement disclose
rtainties relating to an entity’s ability
as a going concern. However, gue:
d about going concern in recent months
hted the relevance of other “overarching”
osure requirements in IAS 1 that inte
‘ern requirements. Co
his interaction is an important step in identifying
material disclosures required by [FRS Standard
e disclosures are likely to be rele
atements. One aspect of t
ted ina
by the IFRS Interpretations Committee. This document
not only recaps the content of that agenda decision
but also highlights other possible interactions that
might be relev:
Assessing going concern
When preparing financial statements, whether annual
or interim, IAS 1 requires management tc the
entity’s ability to continue i oncern. The
Standard defines going concern by explaining t.
financial statements are prepared on a going concern
asis unless management either intends to liquidate
he entity or to cease trading, or ha realistic
alternative but to do so.

aph 26 of IAS 1 states that factors that
may need to consider wk
whether the going concern basis of preparation
is appropriate are those factors that relate to the
entity’s current and expected profi he timing
of repayment of existing financing

mic environment, an entity
a wider range of factc
. IAS 1 requires management to take into
account all available information about the future.
Therefore, 1 gement may need to consider this
wider range of factors before it can conclude whether
al statements on a going concern
For instance, among the factors

s need to consider are the effects

of any temporary shut-dow -urtailment of the
entity’s activities, possible restrictions on activities
that might be imposed by governments in the future,
the continuing availability of any government supy
and the effects of longer-term structural changes in
hanges in customer behaviour).
sessing whether to prepare financial
n a going concern basis 5 1 requires
to look out at 1 12 months from the
period—but emph at the
1onal
ons require consideration of going concern
for 12 months from the date that fi al statements
are authorised for issue. Considering time periods
lenger than 12 months is not inconsistent with the
requirements in IAS 1, which establishes a minimum
period, not a cap.



What are the
implications if
management Is

unwilling to extend its
assessment?
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Management Unwilling to Extend Its Assessment

Management may be able to provide additional
Information to support the appropriateness of their
use of the going concern basis of accounting which
New requirement the auditor can confirm
to discuss with (e.g., the entity has profitable operations and no
management, or liquidity concerns)

those charged
with governance,

when appropriate Auditor documents significant judgments related to

the appropriateness of the period used by
management Iin its going concern assessment
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Public Consultation Now Open!

Exposure Draft
April 2023
Comments due: August 24, 2023

 Please share your views by August
24, 2023 ] International Standard on Auditing

Proposed International Standard
on Auditing 570 (Revised 202X)

Going Concern

* Visit the IAASB website to read the

proposed changes and summit a ol Aot o
comment letter: Other ISAs

laasb.org/consultations-projects IAAS [
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Follow Us

, @IAASB_News
@ International Auditing and Assurance
Standards Board

@International Auditing & Assurance
Standards Board

Reqister & Subscribe for updates: www.laasb.org
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, @IAASB News @ International Auditing and @International Auditing &
Assurance Standards Board Assurance Standards Board

www.ilaasb.orq

TAPN. I SA. ISAE. ISQM. ISRE. ISRS.
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