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Impact of Covid-19 on going concern assessment

IFRS Foundation published educational material to support companies in applying going concern
requirements. In current pandemic, many entities face falling revenues and decline in their profitability and
liquidity which raise the question about their ability to continue as going concern. Therefore, management
needs to involve a greater deal of judgement as in preceding period that should be disclosed. Those
disclosures are likely to be more relevant for users of financial statements, too.

Assessment and requirements

IAS 1 stands that “An entity shall prepare financial statements on a going concern basis unless
management either intends to liquidate the entity or to cease trading, or has no realistic alternative but to
do so0.“ Assessment is made for 12 months at least and includes:

= Factors related to the entity’s current and expected profitability
= Timing and repayment of financial facilities

= Source of potential replacement financing

= Temporary shut-down or curtailment of entity’s activities

= Possible restriction of entity's activities

= Availability of the government support

= Effect of long-term changes in the market

= Customer behaviour

Entity should also disclose any change in ability to continue as going concern in accordance with IAS 10
Events after the Reporting Period. If, before the financial statements are authorised for issue, circumstances
were to deteriorate so that management no longer has any realistic alternative but to cease trading, the
financial statements must not be prepared on a going concern basis.

Possible situations when applying the requirements

The requirements in IAS 1 can be depicted as set out in diagram below: 1

"IFRS Foundation — Going concern — a focus on disclosures, January 2021
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C o ntact Disclaimer
Please note that our publications have been prepared for general
Radka Hubédikova guidance on the matter and do not represent a customized professional
advice. Furthermore, because the legislation is changing continuously,
Accounting Supervisor & IFRS Consultant some of the information may have been modified after the publication
has been released. Accace does not take any responsibility and is not
Tel: +421 2 325 53 000 liable for any potential risks or damages caused by taking actions based

on the information provided herein.

E-mail: Radka.Hubcikova@accace.com
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About Accace Slovakia

Accace was established in 2006 in Bratislava. Accace Slovakia currently employs more than 120
professionals and provides a comprehensive range of services in the field of accounting outsourcing
services, payroll processing and HR administration, tax and business advisory, legal and corporate
services, up to advisory services for start-ups. In 15 years, we have developed into an innovative provider
of full-range BPO services. We are regularly listed among the TOP 10 advisory companies in Slovakia.
The legal services are provided by our own established law firm, Accace Legal. You can find us both in
Bratislava and Kosice. Within Accace Group, we connect more than 600 experts in 40 locations and
provide services to more than 2,000 clients.

About Accace Circle

Accace operates internationally as Accace Circle, a co-created business community of like-minded BPO
providers and advisors who deliver outstanding services with elevated customer experience. Covering
almost 40 jurisdictions with over 2,000 professionals, we support more than 10,000 customers, mostly
mid-size and international Fortune 500 companies from various sectors, and process at least 170,000 pay
slips globally.

Please visit www.accace.com and www.circle.accace.com for more information.
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