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Improving going concern disclosures 

• Current going concern disclosure requirements 

• What’s the issue? 

• NZASB response 

• What our constituents said

• Questions 



Current going concern disclosure requirements 
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Currently IFRS only includes limited disclosure requirements about management’s assessment of 
an entity’s ability to continue as a going concern 

NZ IAS 1 Presentation of Financial Statements, paragraph 25 
• Paragraph 25 requires disclosure of any material uncertainties related to events or conditions that may 

cast significant doubt upon the entity’s ability to continue as a going concern
• When an entity does not prepare financial statements on a going concern basis, it shall disclose that fact, 

together with the basis on which it prepared the financial statements and the reason why the entity is 
not regarded as a going concern 

The IFRS Interpretation Committee in July 2014 observed that in circumstances where management had 
considered events or conditions that may cast significant doubt upon the entity’s ability to continue as a 
going concern, but concluded that there was no material uncertainties that paragraph 122 of IAS 1 would apply 
when this conclusion had involved significant judgement  



What’s the issue? 

6

COVID-19 has heightened concerns by users about the adequacy of going concern disclosures

Concerns include:

• Diversity in practice over the information provided in circumstances when the financial statements 
are prepared on a going concern basis, but management are aware of events or conditions that 
may cast significant doubt on this judgement. 

• Investors, auditors and regulators want more disclosures when management's going concern 
assessment has involved: 

(a) significant judgement; and/or

(b) material uncertainties 

• Perceived disconnect between the requirements in accounting and auditing standards



What's the issue?
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The auditing standards expect the disclosure of information on going concern that is not specifically 
required by the accounting standards

ISA 570 (revised) Going Concern, paragraph 19 
In circumstances where a material uncertainty exists, the auditor shall determine whether the financial 
statements adequately disclose: 
• The principal events or conditions that may cast significant doubt on the entity’s ability to continue as a going 

concern assumption;
• Management’s plans to deal with these events or conditions;
• That there is a material uncertainty related to these events or conditions; and
• Therefore, as a result, the entity may be unable to realise its assets and discharge its liabilities in the normal 

course of business.

Auditors also noted there are no specific going concern disclosure requirements for ‘close call’ situations, for 
circumstances in which the conclusion that there are no material uncertainties has involved the application of 
significant judgement



NZASB Response   
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No events or conditions identified that may cast significant doubt on the entity’s ability to 
continue as a going concern

Events or conditions have been identified that may cast significant doubt on the entity’s 
ability to continue as a going concern, but no material uncertainties

Material uncertainties identified in relation to events or conditions that may cast significant 
doubt upon the company’s ability to continue as a going concern

Going concern basis for financial statement preparation not appropriate

The NZASB proposed, and subsequently approved, new specific going concern disclosure 
requirements for circumstances when an entity’s going concern assessment has resulted in the 
middle two conclusions.

NZASB domestic 
standard
setting project
focus



New specific going concern disclosures
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Specific disclosures about significant judgements management has applied in forming its 
conclusions on the entity’s ability to continue as a going concern



New specific going concern disclosures
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Disclosures about material uncertainties management is aware of in forming its conclusions on 
the entity’s ability to continue as a going concern



What our constituents said
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The proposed specific going concern disclosures were broadly supported as they will:

• Improve the financial information provided when the going concern assessment has involved 
significant judgements and/or consideration of material uncertainties

• Reduce the difficult conversations between preparers and auditors

The proposals were supported by:

• Regulators 

• Auditors 

• Major accounting firms 

• Professional accountancy bodies 



Questions to the AOSSG participants 
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1. Have you encountered similar concerns over going concern 
disclosures in your jurisdiction?

2. Do you agree that more specific going concern disclosures in 
accounting standards are required? 

3. Should the IASB undertake a project to consider going 
concern disclosures? 
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Going Concern 

IMPACT OF COVID-19 – 
AUSTRALIA’S RESPONSE

üAgree and recommend that the IASB undertake a project on going concern 
disclosures. 

AUSTRALIA’S VIEWS ON GOING CONCERN 
DISCLOSURES

COVID-19 highlighted 
questions around 

expected going concern 
disclosures 

Misalignment between 
accounting and auditing 
standards is an ongoing 

issue

Adequacy of going 
concern disclosures 

questioned in domestic 
Parliamentary enquiries

(pre-COVID-19)

AASB’s response to going concern issues during COVID-19:
• Joint guidance with auditing standard-setter on applying existing international standards
• Considered but decided against adding domestic-level standard-setting
• Noted need for international project on going concern



Basis of preparation 
where the entity is no 
longer a going concern

14Australian Accounting Standards Board 2020
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When an entity is no longer a going 
concern – current requirements
ü Financial statements are normally prepared on the assumption that entity is a 

going concern
ü Accounting standards are written to reflect the going concern basis of 

accounting
ü The going concern basis of accounting is no longer appropriate if management 

intends to, or has no realistic alternative but to: 
• Liquidate the entity; or 
• Cease trading 

• Disclose that fact 
• Adjust basis of preparation and describe revised basis
• Disclose why entity is not a going concern 
     (AASB 101 paragraph 25)

However, accounting standards do not 
specify how the basis of preparation should 
be adjusted or what the revised basis 
should be
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What is the issue?

• Present/restate comparative information?

• Financial position – changes to current/non-current distinction or re-ordering under liquidation basis?

There are no requirements for the basis of accounting when an entity is no longer a going 
concern. There are mixed views and mixed practices on many issues, including but not limited to:

Extent to which the accounting standards and/or the Conceptual Framework should be applied?

• Measurement of assets (i.e. write down all assets to realisable values?)

• Recognition of any new provisions, other liabilities and/or contingencies?

Accrual of costs and income expected to be incurred or earned, regardless of 
recognition criteria in Conceptual Framework?

• Measurement of employee entitlements to reflect the changes in circumstances?



A case for international 
standard-setting?

Australian Accounting Standards Board 2020 17
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Why guidance is necessary?

ü Accounting Standards do not specify an alternate basis of preparation – need for 
clear guidance (see previous slide)

ü Need for comparability between entities where going concern assumption is no 
longer appropriate

ü Some entities that are no longer a going concern continue to lodge financial 
statements in accordance with accounting standards (i.e. stating compliance with 
IFRS Standards):

Limited life funds
Car Manufacturing 

industry in Australia (Ford 
and Holden)

Mining companiesExamples:
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Who would benefit from this?

• Clear guidance for preparers on what to do 
when no longer a going concernPreparers

• Creditors and analysts would have more 
consistent and comparable information Users

• Clear basis of accounting for auditors to provide 
an opinion against Auditors



T h e  A A S B  r e c o m m e n d s  I A S B  t o :

What do we recommend?
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Add fundamental review of the requirements 
related to going concern basis of accounting, 
where the going concern assumption is no 
longer appropriate and associated disclosures, to 
its work program

Carry out research to evaluate the need for  
standard-setting activity



Questions to the 
AOSSG participants 
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Questions

Question 1: Have you issued any additional guidance on the 
basis of preparation where the entity is no longer a going 
concern in your jurisdiction?

EG: USA - ASU No. 2013-07, 
Presentation of Financial Statements 

(Topic 205): Liquidation Basis of 
Accounting – April 2013

Question 2: Do you have concerns in your jurisdiction with the lack of guidance for entities that are 
no longer a going concern? If so, what causes those concerns? 

For example, lack of consistency or comparability between different entities when no longer a going concern, 
unclear what the revised accounting basis is, unclear whether comparative information is relevant.

Question 3: In light of the responses to the questions asked above, do you support the suggestion for the 
IASB to undertake a project to consider the requirements for the basis of preparation where the entity is no 
longer a going concern?



Thank You.
Keith Kendall, AASB Chair
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