
SA 560 Subsequent Event
Subsequent event
-
-

EX . 1 s ↓ ↓ I341312025 3014 5 31/5
Date of Date of Avais
F . S - Report

&

↓ I
mas

· Fire Occurred ·

or Debtor

stock got Damaged Become Insolvent,

worth : 1CV. a Only Provision of 10 %

↓
was made at Date ofBS

#on. Adjusting Event ↓

(No Lond . existat Bls Date) Adjusting Event
Tevidence of cond's
&exist at Bls Date]↳

if material : · Entity needs [
↓

to Disclose Reg . Adjustment
in Accounting

as perAs- Eaccounting33Disclosure

Objective of Audito&

i) .
To Obtai SAAE about events occurred

Blu-Date of FS
& Date of Audit Report↓

Requiring AdilDisclosure , have been Done

by entity



-
Case It) .

I

Date of F
. S .unquentevent Date of

(3113) Audit Report
(3115)

* Auditor has to Obtain SAAE
,
about

events that ver Adjustment/Disclosure,
have been appropriately done by entity.

-

* Auditor ResponsibilityFunderstands

i) Evaluate mgmt procedure relating to

Identification of subsequent event ,
that ver

adjustment or disclosure.

ii) . Inquire from mgmt whether they have
identified any subsequent event , that ve

adj or disclosure.

iii) .
Read minutes of meetingHeed after Date

of F . S.

IV). Read latest Interim financial statement,
after Date of FS., if any

Cinspect
* Auditor

may
also study accounting records

after Date of F . S-

* If event has been identified , auditor to

ascertain whether adjustment or disclosure
has been done appropriately.

* Obtain WIR from Mgmt relating to subsequent event.



CaseII) . Fact Become known to Auditor After Audit Report
Date

-

I ↓

a) .
ButBefore F.S. Issued (B). But after FS.

to Public Issued toPublic

(A) . After Date of A . R . but Before FS . Issued to public

-- E&

31/3 3115 ↓ F.S . not issued

Date ofFS Date of 1016 To public
AudetReport Subsequent

event

· No obligation to perform Audit Procedure after
Date of Avait Report.

· However , fact occurred after Date of Audit
Report but Before Date of F . S - Issued to public,
had it been known to auditor tile date of AR .

auditor has a responsibility to
a) . Discuss with mgmt

↓

b). Determine whether FS . needs amendment

↓ if yes
c) . Inquire ,

what will be mgmt action relating
to

endmentof FS
-

↓ (i) · (ii)d.
&

Mgmt willing to Do Amendment Unwilling to Do
↓ Amendment

-
> Carry AuditProcedure

*Auditor to on amendment made.

L #

Extend Audit Procedure to Date of
New Audit Report.

* Date of
A . R. (New). Shall not be earlier than Board

approval of F.S .



special case of Restricted Amendment allowed by
↓ & R or AppERF

- Auditor to carry audit procedure on Restricted Amendment

[ in. Es . Done by Mgmt
- Do not Extend Audit Procedure to Date of New Avais

Report .

- Auditor has two option to report on special case

(i) .
Dual Reporting

· Provide New or Amended Audit Report , including
additional date it additional fact known after Date

ofAudit Report on which auditor carried audit
procedure .

Ext
OR

ii) . Provide a new audit Report with EOM/OM Para,

giving details of restricted amendment a Date at

which auditor carried audit procedure a no extend of
audit procedure.

⑳ Mgmt unwilling to Do Amendment when auditor
thinks it is required

· If Audit Report is with Auditor :-Modify Audit Report
as no amendment Done.

by Mgmt inS



· If Audit Report is with Mgmt :. Auditor wits an Dget
not to issue A .R . to 3rd

party unless amendment is

done .

· Mgmt issued Audit Report to 3rd party without amendmentd

Auditor will take action so that public not rely
onHis Audit Report.

(B).
But after F .S . issued to public

· same content as of part (a).

· Mgmt willing to amend
↓

Add. point -> Review steps of mgmt to inform public
about amendment a not to rely on FS.

earlier issued.

-

Action· Mgmt not willing totakenecessary
(i) .

Like F . S ·

reg . Amendment

IInforming public not to very on Avalred FS -

-

I
↓

· option to modify opinion -> No such option as

AvaitedIs already issued
· Ask Ngat , Twe to take necessary action to

put non-rely on Audited+s

↓- no action taken

Auditor to take necessary action to put
Non . Reliance onHeated F .S.

Fact (Car# -b)
----&

31/3 3115 30/6

Dats of DARGAR FS. issued to public
FS [Date of

Fs. issud]



SA570 Going Concern

* Overview of Going Concern Accounting
If entity can realise asset to Discharge its liability,

&
-

Yes NO
↓

↓

Follow going concern Follow Liquidation Basis

[principle ofAccounting)

* Responsibility of Going Concern Accounting Assessment
↓

- Mgmt Responsibility to Do Assessment at

particular point of time⑪
- It will involve Judgement about outcome of
future events a condition

-

Following factors are considered relevant

to Mgmt Judgement
i) . Degree of Uncertainty associated with OUTCOME

of future events or conditions.

ii). Size a Complexity of entity
#

- affects Judgement
Nature of entity Busines of mgmt relating

& I to G . C.Assessment.

External Factors Impact on Buy

iii) . Judgement aboutGoing Concern is Based at

particular point of time according to given Info
a circumstances. Subsequent event may be very

different resulting in difference from Judgement
made earlier.



* Objective of Auditor as per sasto
i) .
To Obtain SAAE about appropriate use of going
Concern Basis of AccountingBy entity.

ii) . To conclude whether material uncertainty exists

relating to event or condition
,
that can cast

significant Doubt on entity's ability to continue as

a Going concern-

iii) .

To Report as per SA.

Auditor Risk AssessmentProcedure

Auditor apply RAP to identify whether mgmt has

i
done preliminary assessment about event or conction

that can cast significant doubt on entify ability
to continue as going concern
-

↓ ↓

Yes , Preliminary Assessment Done No
, not Done

↓ d

- Inquire , whether mgit Identified - Inquire ,
what is the Basis of

Eve ............... Intended use of going concern

--...... Accounting
- Mgmt Possible Action plan to

- Reg . them
toDo assessment

Deal with event or condition ① inquire whether e or c ...

-----

Note : Auditor to maintain Professional skipecism,>

throughout audit for e/. .........
..............



* Examples of event or condition that may cast

significant doubt on entity ability to continue as
Going concern [RefenBook) I I
-

FinanciasEvent operating other
↓ ↓

Hint ! - Impact liquidity ,
Hint : - E or C Hint:. External

Signal InsolvencyIssue impacting operation Factors

of come
↓ profit

Note : · In exam , High chance ofI marke MCO where

us will ask to find old one out

or

u marke question asking example relating to particular
type [Rastafication]

* Audit Procedure to Determine whether material

uncertainty exists relating to event or concoction

that can cast significant Doubt on entity ariety to
continue as going concern &Hint :- (d objectives

Event or Conduction Identified
↓ Impact

Material & Outcome Uncertain

↳
then we called as

"Material uncertainty exists"--Ngmt Has to Disclose

such e or c - Material uncertaintymu



AuditProcedure

i) .
Ask mgmt to do Going Concern Assessment,

if yet not done

ii) .
Evaluate mgmt plan's to deal with event or

condition a check their feasibility.

iii) .
Review cash flow forecast prepared by mgmt , if any

·Check reliability of Data used for preparing projection
· Evaluate Reasonableness of assumption used by
mgmt in cash flow projection

iv). Any other New Info that comes to Mgmt
attention during assessment

Y .
Obtain WIR from mgmt-about fut plans

their feasibility

In exam , u can give reference to extra point
like (Ryer Notes)

-

· Review minutes of meeting
· Review Borrowing Covenants [PXCI
· Review Mgmt Investment plans.
· Inquire from Legal Counsel team.



* Adequate Disclosure by Mgmt about event or

conction
- .......
-

I ↓

When Material uncertainty NoMaterial uncertainty
Exists Exists

t
· Disclosure of Principal Event · Disclosure of 2 or a

or condition...... as reg by app FRF.

↓

Mgmt Plan to Deal with E or a

· state clearly that asset

may not be able to realise

its asset to Discharge
their liability.

* Implication for Auditor Report
-

I
#Fo5 + Modified Opinion pusstatement

ISAAEv

~Married tener
i) InappropriateUseof Going concernAccounting

I ↓

Entity follow Liquidation Entity followingGoing
↓ ↓ concern

SAAEV_Qfied
Unmodified opinion Modified -

Adverse

Gab Garubarn no LYA)



ii). Appropriate Use of Going Concern Accounting &

Material uncertainty exists
-

↑

Adequate Disclosure Adequate Disclosure
Done by Mgmt not Done by Mgmt

d ↓

-> Modified -> SAAE-* Unmodified opinion -

Auditor adds MURGI PARA in Qualified or Adverse

AUDIT REPORT
Y -> Reason : · MU exists ButAdequate

u
↓ Disclosure not pone.

Material Uncertainty Related
M

togoing concern
↓ why ?

-

Draw user attention to Disclosure

made by Mgmt abte or..

--..... which has material

uncertaintya unmodified Opinion Given
by Auditor.

iii)). Mgmt Has not Don Assessment or Extends its
assessment

↓

Modified Opinion-Qualifiea
* Evaluating Mgmt Assessment

CasI-company Has History of High profitable , zero Debt
Position

↓

Mgmt Assessment - Not veryDetailed
d

Aractor will raise no objection provided he ontained
SAAEV



case .#). Other complex case
· Detailed Mgmt Assessment is res
· Avaitor evaluate Mgmt plans & process of
assessment

Mgme assessment
-⑧-

Atleast 12 months
·ooo [- 3

Ngmt ↓
-use

&

Auditor to carry evaluation of same

or extended period

Suppose , Mgmt assessment period cover only 3month
↓

Auditor Reg - to extend Assessment to afeast 12 m

↓

Mgmt Refuses- Auditor-modify
f

& Ip




