% Crowe Horwath Crowe Horwath Professional Auditors

Members Crowe Horwath International
- > 7

Auditor Reporting in Accordance

With ISA N d Revised Standard t 28 :
: ew and Revised Standards ~ ISA 570 (Revised)

V \ '
- Going Concern

Dr. Daoud Sobh Lebanese Association of Certified Public

Consultant, Accountants - LACPA

Crowe Horwath Professional Auditors 20" International Congress,
Quality Financial Reporting Serving the Economy

November 25 & 26, 2015
Beirut - Lebanon

Audit | Tax | Advisory



Introduction
Scope of this ISA

Going Concern Basis of Accounting

Responsibility for Assessment of the Entity’s
Ability to Continue as a Going Concern

Effective Date
Objectives

Requirements

Risk Assessment Procedures and Related
Activities

Evaluating Management’s Assessment

Period beyond Management’s Assessment

Additional Audit Procedures When Events or
Conditions Are Identified

Auditor Conclusions

implications for the Auditor’s Report

Communication with Those Charged with
Governance - TCWG

Significant Delay in the Approval of Financial
Statements

November 25-26, 2015

Sl 13 glal

sulaall b Ayl jaiuY) Tase

e Laiall )8 s e A 5 nal
et

Aladl) e

—slaaty)

Cilatlatial)

cld adaii¥ g lalaal) apii el ya)
FERH(

3)\&}(\ L"_a\_)gﬁ (‘7353
5olaY) Gl yaasi amy e b 438

- o

Jga g st die Adlay) 3Axl Gilel jal
BAaall calalivi

SRl o Je A yiall EY)
S sally (ilSal) Gl 6 ae Jaal il

AL ) e 68l 6 S el

ISA 570 (Revised) - Going Concern

10,11

12,14
15

16

17 - 20
21-24

25

26

Al
A2

A3 — A7

A8 —A13
Al4, A15

Al6 — A20

A21 - A25
A26 - A35



ISA 570 Going concern (Revised)
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when there is a Material Uncertainty, If the entity’s going concern: I.

disclosures are ADEQUATE, and a new separate section of the auditor’s report is
required “Material Uncertainty Related to Going Concern”,

disclosures are inadequate, a modified opinion is required (as per ISA 705) as
the first section of the auditor’s report
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ISA 570 — Going Concern (December 15, 2009) @

To determine the impact of identified events/conditions on the audit report and
communicate the decision to management, consider the following:

Unmodified opinion

YES plus
Mgmt. Use of GC Do financial statements Emphasis of Mhatter
Assumption is fully describe events/ paragrap
APPR?PRIATE' . » conditions and
but a Material Uncertainty BiEs s B m o Express a qualified
Exists Material Uncertainty? or adverse opinion,
NO and state material
uncertainty exists
(ISA 705)
Mgmt. Use of GC Express an
Assumption is Z Adverse Opinion
INAPPROPRIATE ISA 705

ISA 570 Para 21
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INDEPENDENT AUDITOR’S REPORT (sample)

To the Shareholders of ABC Company [or Other Appropriate Addressee]

Report on the Audit of the Financial Statements

Opinion
We have audited the financial statements of ABC Company (the
Company), which comprise the statement of financial position as at
December 31, 20X1, and the statement of comprehensive income,
statement of changes in equity and statement of cash flows for the
year then ended, and notes to the financial statements, including a
summary of significant accounting policies.

In our opinion, the accompanying financial statements present
fairly, in all material respects, the financial position of the Company
as at December 31, 20X1, and (of) its financial performance and its
cash flows for the year then ended in accordance with

International Financial Reporting Standards (IFRSs).

”Material Uncertainty Related to Going Concern
We draw attention to Note 6 in the financial statements,
which indicates that the Company incurred a net loss

of ZZZ during the year ended December 31, 20X1 and, as of
that date, the Company’s current liabilities

exceeded its total assets by YYY.

As stated in Note 6, these events or conditions, along with
other matters as set forth in Note 6, indicate that a material
uncertainty exists that may cast significant doubt on the
Company’s ability to continue as a going concern.

Our opinion is not modified in respect of this matter.

u Basis for Opinion

We conducted our audit in accordance with International
Standards on Auditing (ISAs). Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for
the Audit of the Financial Statements section of our report. We are
independent of the Company in accordance with the ethical
requirements that are relevant to our audit of the financial
statements in [jurisdiction], and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe
that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

| Responsibilities of Management and TCWG

Auditor’s Responsibilities for the Audit of the F/S

Report on Other Legal and Regulatory Requirements

[Signature in the name of the audit firm, the personal name of the
auditor, or both, as appropriate for the particular jurisdiction]

[Auditor Address] & o W5 1 1

[Date] wew
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ISA 700 Revised (Excerpts)

"Forming an Opinion and Reporting on Financial Statements “

Responsibilities of Management and Those Charged with Governance for the F/S @

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with IFRSs, and for such internal control as management
determines is necessary to enable the preparation of the financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the financial statements-, management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to Going
Concern and using the going concern basis of accounting unless management either intends
to liquidate the Company or to cease operations, or has no realistic alternative but to do so.

TCWG are responsible for overseeing the Company’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with ISAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

A further description of the auditor’s responsibilities for the audit of the financial
is located at [Organization’s] website at: [website link]. NEW
This description forms part of our auditor’s report.

November 25-26, 2015 ISA 570 (Revised) - Going Concern 6



November 25-26, 2015

ISA 570 Al Jgall jlaal
(Revised d&i)

Going Concern
da ) i)
26 Para. & 35A (Applications)

ISA 570 (Revised) - Going Concern



Scope of this ISA
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This International Standard on Auditing (ISA) deals with:

= The auditor’s responsibilities in the audit of financial statements
relating to going concern, and

= The implications for the auditor’s report.
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Going Concern Basis of Accounting
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= assets and liabilities are recorded on the basis that the entity will be able to
realize its assets and discharge its liabilities in the normal course of business.
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Responsibility for Assessment of the Entity’s Ability to Continue as a Going Concern
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cont’d
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Responsibility for Assessment of the Entity’s Ability to Continue as a Going Concern
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Effective Date il &,
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This ISA is effective for audits of financial statements
for periods ending on or after December 15, 2016.
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Responsibilities of the Auditor
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Risk Assessment Procedures and Related Activities
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ISA 315 Identifying and Assessing the Risks of Material Misstatement through Understanding the Entity and Its Environment
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Evaluating Management’s Assessment
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Additional Audit Procedures When Events or Conditions Are Identified
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Adequacy of Disclosures When Events or Conditions Have Been Identified
BUT NO MATERIAL UNCERTAINTY EXISTS

20. If events or conditions have been identified that may cast significant
doubt on the entity’s ability to continue as a going concern but, based on the
audit evidence obtained the auditor concludes that no material uncertainty
exists, the auditor shall evaluate whether, in view of the requirements of the
applicable financial reporting framework, the financial statements provide
adequate disclosures about these events or conditions.
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lllustration 1 — Unmodified Opinion When a Material Uncertainty Exists and
Disclosure in the Financial Statements Is Adequate

INDEPENDENT AUDITOR’S REPORT
To the Shareholders of ABC Company [or Other Appropriate Addressee]

Unmodified Opinion

We have audited the financial statements of (the Company), which comprise the statement of financial position
as at December 31, 20X1, and the statement of comprehensive income, statement of changes in equity and
statement of cash flows for the year then ended, and notes to the financial statements, including a summary of
significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as at December 31, 20X1, and (of) its financial performance and its cash flows for the
year then ended in accordance with International Financial Reporting Standards (IFRSs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the Company in accordance with the ethical
requirements that are relevant to our audit of the financial statements in [jurisdiction], and we have fulfilled our
other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.

Material Uncertainty Related to Going Concern

We draw attention to Note 6 in the financial statements, which indicates that the Company incurred a net loss of
ZZ during the year ended December 31, 20X1 and, as of that date, the Company’s current liabilities exceeded
its total assets by YY. As stated in Note 6, these events or conditions, along with other matters as set forth in
Note 6, indicate that a material uncertainty exists that may cast significant doubt on the Company’s ability to
continue as a going concern. Our opinion is not modified in respect of this matter.
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lllustration 1 — Unmodified Opinion When a Material Uncertainty Exists and
Disclosure in the Financial Statements Is Adequate

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of
the financial statements of the current period. These matters were addressed in the context of our audit of the
financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on
these matters. In addition to the matter described in the Material Uncertainty Related to Going Concern section,
we have determined the matters described below to be the key audit matters to be communicated in our report.

[Description of each key audit matter in accordance with ISA 701.]

Responsibilities of Management and Those Charged with Governance for the Financial Statements
[Reporting in accordance with ISA 700 (Revised) — see lllustration 1 in ISA 700 (Revised).21]

Auditor’s Responsibilities for the Audit of the Financial Statements
[Reporting in accordance with ISA 700 (Revised) — see Illustration 1 in ISA 700 (Revised).21]

Report on Other Legal and Regulatory Requirements
[Reporting in accordance with ISA 700 (Revised) — see Illustration 1 in ISA 700 (Revised).]

The engagement partner on the audit resulting in this independent auditor’s report is [name].

[Signature in the name of the audit firm, the personal name of the auditor, or both, as appropriate for the
particular jurisdiction]

[Auditor Address]
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lllustration 2 — Qualified Opinion When a Material Uncertainty Exists and the Financial
Statements Are Materially Misstated Due to Inadequate Disclosure

INDEPENDENT AUDITOR’S REPORT
To the Shareholders of ABC Company [or Other Appropriate Addressee]

Qualified Opinion

We have audited the financial statements of (the Company), which comprise the statement of financial position as
at December 31, 20X1, and the statement of comprehensive income, statement of changes in equity and
statement of cash flows for the year then ended, and notes to the financial statements, including a summary of
significant accounting policies.

In our opinion, except for the incomplete disclosure of the information referred to in the Basis for Qualified
Opinion section of our report, the accompanying financial statements present fairly, in all material respects (or give
a true and fair view of), the financial position of the Company as at December 31, 20X1, and (of) its financial
performance and its cash flows for the year then ended in accordance with International Financial Reporting
Standards (IFRSs).

Basis for Qualified Opinion

As discussed in Note yy, the Company’s financing arrangements expire and amounf# ’atstanding are payable on
March 19, 20X2. The Company has been unable to conclude re-negotiations or oli¥n replacement financing. This
situation indicates that a material uncertainty exists that may cast significant doubt on the Company’s ability to
continue as a going concern. The financial statements do not adequately disclose this matter. This situation
indicates that a material uncertainty exists that may cast significant doubt on the Company’s ability to continue
as a going concern. The financial statements do not adequately disclose this fact.

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under
those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Company in accordance with the ethical requirements that are
relevant to our audit of the financial statements in [jurisdiction], and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our aualified oninion.
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lllustration 2 — Qualified Opinion When a Material Uncertainty Exists and the Financial
Statements Are Materially Misstated Due to Inadequate Disclosure

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of
the financial statements of the current period. These matters were addressed in the context of our audit of the
financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion
on these matters. In addition to the matter described in the Basis for Qualified Opinion section, we have
determined the matters described below to be the key audit matters to be communicated in our report.

[Descriptions of each key audit matter in accordance with ISA 701.]

Responsibilities of Management and Those Charged with Governance for the Financial
Statements [Reporting in accordance with ISA 700 (Revised) — see lllustration 1 in ISA 700 (Revised). 24]

Auditor’s Responsibilities for the Audit of the Financial Statements

[Reporting in accordance with ISA 700 (Revised) — see lllustration 1 in ISA 700 (Revised).24]
Report on Other Legal and Regulatory Requirements

[Reporting in accordance with ISA 700 (Revised) — see lllustration 1 in ISA 700 (Revised).]

The engagement partner on the audit resulting in this independent auditor’s report is [name].

[Signature in the name of the audit firm, the personal name of the auditor, or both, as appropriate for the
particular jurisdiction]

[Auditor Address]
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lllustration 3 — Adverse Opinion When a Material Uncertainty Exists
and Is Not Disclosed in the Financial Statements

INDEPENDENT AUDITOR’S REPORT
To the Shareholders of ABC Company [or Other Appropriate Addressee]
Report on the Audit of the Financial Statements

Adverse Opinion

We have audited the financial statements of (the Company), which comprise the statement of financial position as
at December 31, 20X1, and the statement of comprehensive income, statement of changes in equity and statement
of cash flows for the year then ended, and notes to the financial statements, including a summary of significant
accounting policies.

In our opinion, because of the omission of the information mentioned in the Basis for Adverse Opinion section of
our report, the accompanying financial statements do not present fairly (or do not give a true and fair view of), the
financial position of the Company as at December 31, 20X1, and of its financial performance and its cash flows for
the year then ended in accordance with International Financial Reporting Standards (IFRSs).

Basis for Adverse Opinion

The Company’s financing arrangements expired and the amount outstanding was payable on Decemheg i, 20X1.
The Company has been unable to conclude re-negotiations or obtain replacement financing and is cofiidering filing
for bankruptcy. This situation indicates that a material uncertainty exists that may cast significant doubt on the
Company’s ability to continue as a going concern. The financial statements do not adequately disclose this fact.

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under
those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Company in accordance with the ethical requirements that are
relevant to our audit of the financial statements in [jurisdiction], and we have fulfilled our ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our adverse opinion.
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lllustration 3 — Adverse Opinion When a Material Uncertainty Exists
and Is Not Disclosed in the Financial Statements

INDEPENDENT AUDITOR’S REPORT

Responsibilities of Management and Those Charged with Governance for the Financial Statements
[Reporting in accordance with ISA 700 (Revised) — see Illustration 1 in ISA 700 (Revised). 27]

Auditor’s Responsibilities for the Audit of the Financial Statements
[Reporting in accordance with ISA 700 (Revised) — see lllustration 1 in ISA 700 (Revised).27]

Report on Other Legal and Regulatory Requirements
[Reporting in accordance with ISA 700 (Revised) — see lllustration 1 in ISA 700 (Revised).]

[Signature in the name of the audit firm, the personal name of the auditor, or both, as appropriate for the
particular jurisdiction]

[Auditor Address]
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—— November 25-26, 2015

Thank You

Dr. Daoud Sobh
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