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for auditors to set a clear expecta-
tion of the level of evidence required 
to support management’s assess-
ment, which will usually be 
supported by financial forecasts and 
cash flow projections.

Any forecasts or projections must be 
revisited and revised regularly, and 
management’s assessment should 
model a range of scenarios to assess 
the impact of different potential 
decreases in sales and increased 
costs on the cash and balance sheet 
position. Firms should also consider 
whether there will be practical 
difficulties in obtaining evidence 
given restrictions on travel and 
access to premises, and the extent 
of alternative procedures which can 
be performed remotely.

If the auditor cannot obtain suffi-
cient appropriate audit evidence, the 

implications for the auditor's 
opinion on the financial state-
ments should be considered in 
accordance with ISA (UK) 705 
Modifications to the Opinion in 
the Independent Auditor’s Report 
(Revised June 2016).

iii)  Reporting a material uncer-
tainty related to going concern

Where there are material uncer-
tainties that cast significant doubt 
on going concern, further disclo-
sure will be required in the 
financial statements and the audit 
report. A key consideration for 
auditors will be around the 
adequacy of disclosures made by 
management in their financial 
statements and strategic reports. 
These disclosures should set out 
the key information sources, 
judgments and assumptions as at 
the date of making the assessment 
and should provide sufficient 
information about the impact of 
COVID-19 on the entity to inform 
the users of the financial state-
ments.

Disclosures should also clearly 
state that there is a material 
uncertainty that may cast signifi-
cant doubt on the entity’s ability 
to continue as a going concern. 
The quality of the disclosures 
made by the directors in the 
financial statements and the 
underlying supporting evidence 
will be key when the auditor 
considers the opinion that they 

will issue on the financial state-
ments.
  
Where the auditor considers that the 
directors have appropriately 
disclosed the material uncertainty in 
the financial statements then the 
auditor does not modify the opinion 
but, under a separate heading 
relating to growing concern, draws 
attention to the note in the financial 
statements that discloses the matter 
and states that events and condi-
tions indicate a material uncertainty 
exists and that the auditor’s opinion 
is not modified in respect of this 
matter.

Where disclosure of material 
uncertainties by the directors in the 
accounts is considered inadequate 
by the auditor, a qualified or adverse 
opinion will be required, depending 
on the pervasiveness of the matter.

At the planning stage, auditors 
will more frequently assess going 
concern as a significant risk area 
(or an area of higher risk). It is 
important that this is appropriate-
ly reflected and weighted in the 
assessment of inherent risk and 
the auditor can demonstrate the 
impact on the audit approach. It is 
not enough that the risk is simply 
highlighted and left for consider-
ation at the completion stage of 
the audit.

In conducting the risk assessment 
process, and the auditor’s prelimi-
nary assessment of going concern, 
documented considerations may 
include:

a)  The extent of pre-existing 
going concern issues in the 
business

b)  Whether the principal activity 
of the audit client, or the 
business sector it operates in, 
gives rise to additional risk

c)  Whether the business model of 
the audit client has been 
impacted

d)  The extent to which cash flow 
has been impacted

e)  Whether the entity’s supply 
chain has been impacted

f)  The extent to which staffing 
and employment has been 
impacted

g)  Whether there are underlying 
legal or contractual issues

h)  The type of assets held by the 
entity

ii)  Evaluating management’s 
assessment of going concern

When preparing financial state-
ments, management assesses 
whether the entity is a ‘going 
concern’. Note that the accounts will 
always be prepared on a going 
concern basis unless management 
either intends to liquidate the entity 
or cease trading (or has no realistic 
alternative but to do so). It is vital 
then that management has clearly 
considered the impact of the 
pandemic on the entity, with key 
consideration on whether the entity 
has sufficient funds to continue to 
meet its obligations as they fall due.

As there are implications for the 
audit opinion where the auditor is 
unable to obtain sufficient appro-
priate evidence, it may be helpful 

v)  Timing of the auditor’s reas-
sessment of going concern

The auditor must continue to 
reassess their conclusion over going 
concern and this will continue up to 
the point of signing the audit report. 
Before signing the audit opinion, 
this may require the provision of 
further evidence and/or information 
by management, and further 
consideration, by the auditor, of the 
disclosures in the financial state-
ments.
It is crucial that the audit file fully 
documents all steps in arriving at 
the conclusion on going concern, 
including changes to the auditor’s 
expected opinion over time. This is 
especially important where going 
concern has been highlighted as a 
risk area, but a clean audit opinion 
has ultimately been signed.

Conclusion

Given the intricacies involved in the 
constantly evolving situations of 
Covid-19 and the significant 
judgements and estimates that 
would be required to determine the 
potential impacts, management and 
those charged with governance 

iv)  Regular and effective commu-
nication

In the current climate, the auditor 
must communicate regularly with 
management and those charged 
with governance. The impact of the 
pandemic on entities is changing 
rapidly, and the validity of assump-
tions and conclusions can change 
over a very short time.

Auditors should consider how they 
will communicate to management 
and those charged with governance 
in a timely manner, on both report-
ing and other matters.

The revised ISA (UK) 570 sets out 
the requirements for communica-
tion when events or conditions are 
identified which may cast doubt on 
an entity’s ability to trade as a going 
concern, including whether there is 
a material uncertainty, the appro-
priateness of management’s use of 
the going concern basis, the 
adequacy of related disclosures in 
the financial statements, and the 
implications if any for the audit 
report.
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sion on whether management’s 
assessment is appropriate, and to 
set out the work they have done 
in this respect; and 

•    A stand back requirement to 
consider all of the evidence 
obtained, whether corroborative 
or contradictory, when the 
auditor draws their conclusions 
on going concern.

KEY AREAS OF FOCUS IN AUDITING 
GOING CONCERN DURING 
COVID-19

The key areas which auditors may 
wish to consider when auditing 
going concern, and in considering 
the challenges presented by the 
pandemic include; 

i)  The risk assessment process

The coronavirus pandemic has 
significantly increased going 
concern risk for a large number of 
entities. As there is an increased 
likelihood of material uncertainties 
in relation to going concern, this 
must be appropriately reflected in 
the auditor’s risk assessment.

he world is now a very 
different place from 
what it was at the start 
of 2020. In a matter of 
months, COVID-19 has 
swept across the globe. 

The pandemic subsequently led to 
travel restrictions, business 
closures, cancelled events, and 
lockdowns. Governments responded 
with a range of financial support in 
an attempt to support jobs and 
businesses. The impact of COVID- 
19, is very likely to form part of the 
directors’ assessment when prepar-
ing their strategic reports and 
financial statements.  Auditors will 
also need to assess the impact of 
any uncertainties on the audit 
report.
As always, auditors must remain 
professionally skeptical, and follow 
the requirements of International 
Standard on Auditing (ISA) 570 
going concern. Important to note, is 
that ISA was revised in September 
2019 for periods commencing 15th 
December 2019 onwards, and the 
new requirements require signifi-

cantly more documentation and 
consideration in support of the 
auditor’s conclusion. The revisions 
increase the work that auditors are 
required to do when assessing 
whether an entity is a going 
concern. The revisions have been 
made in response to recent enforce-
ment cases and a number of corpo-
rate failures where the auditor’s 
report failed to highlight concerns 
about the prospects of entities 
which collapsed shortly after.
The revised standard requires:

•    Greater work on the part of the 
auditor to more robustly chal-
lenge management’s assessment 
of going concern, thoroughly test 
the adequacy of the supporting 
evidence, evaluate the risk of 
management bias, and make 
greater use of the viability 
statement; 

•    The standards require improved 
transparency with a new report-
ing requirement for the auditor of 
public interest entities, listed and 
large private companies to 
provide a clear, positive conclu-
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Auditors will need to exercise their 
professional judgement when evaluating 
management’s assessment

must remain watchful to ensure 
risks posed by the pandemic remain 
high priorities. For some businesses, 
the implementation of the revised 
going concern standard will be a 
step-change that will result in 
changes to processes, controls, 
oversight arrangements and 
increased management input to 
prepare management’s assessment 
of going concern.

 
For the auditor, greater audit effort 
will be required, resulting in 
additional time input throughout 
the audit process. Auditors will need 
to exercise their professional 
judgement when evaluating man-
agement’s assessment, identifying 
the critical assumptions and data, 
considering whether sufficient 
appropriate audit evidence has been 
obtained, and concluding on going 
concern in the audit report. 

MARCH-APRIL 2021



29����������������

year and his/her career growth. 
Periodic reviews are essential. It is 
mandatory for superiors to know 
what their subordinates are up to. 
You need to know who all are going 
on the right track and who all need 
that extra push.
  
Appraisal and salary hikes should 
not happen just for the name sake. 
Workplace ethics is important as it 
enables management to treat all 
employees as equal and think from 
their perspective as well. Employees 
must have a say in their appraisal 
system. Transparency is essential.
An employee is bound to move on 
after a year or so if he/she is not 
appreciated and rewarded suitably. 

have a problem with that.

It has been observed that organiza-
tions which are impartial to 
employees, lend a sympathetic ear 
to their grievances and are employee 
friendly seldom face the problems of 
unsatisfied employees and high 
attrition rate.

No matter how honest you believe 
your staff to be, there is always the 
chance that someone will be tempt-
ed to push the limits of ethical 
behavior. However, when you embed 
a check-and-balance arrangement 
into critical procedures, the odds of 
anyone doing so diminish.

If an employee does manage to 
break your trust by acting unethi-
cally after being informed of the 
company’s code of behavior, carry 
through with the consequences. If 
Sally pads her expense report and 
nothing happens to her as a result, 
the message sent to her colleagues 
is that it’s OK to lie about the cost of 
their mileage, too. If instead, Sally is 
reprimanded for such an action, 
employees will know that your 
company is serious about upholding 
its ethical commitments.

Don’t forget to show appreciation 
for those who exemplify the values 
your company strives to live by. 
Recognition of these individuals 
reinforces to the group at large your 
commitment to ethical behavior.
One of the best ways to discourage 
unethical behavior is to lead by 
example. If the management team 
displays model behavior, the rest of 
the staff can readily see what is 
expected of them.

Ensure there is a written code of 
conduct for all employees that 
everyone, from the top down, is 
aware of. Have a company mission 
statement that specifically mentions 
the priority placed on ethical 
behavior and living the stated 
values.

It’s easy to simply hire the candi-
date that best matches the tangible 
qualifications for the job. He has a 
related degree, years of experience 
and has worked with the depart-
ment’s software. But, what are the 
candidate’s values? Is he honest? Is 
he fair with customers and 
co-workers? Can he readily own up 
to his own errors? I believe it’s 

It is indeed the organization’s loss 
when employees after being trained 
quit and move on. Do you think it is 
entirely the employee’s fault? Why 
would an employee move on if 
he/she is fully satisfied with his /her 
current assignment? Employees 
change primarily because of two 
reasons - Career growth and 
monetary benefits. Management 
needs to make employees feel secure 
about their job and career. Unneces-
sary favouritism is against work-
place ethics. If you favour anyone 
just because he is your relative, the 
other team members are bound to 
feel demotivated and thus start 
looking for new opportunities. An 
individual’s output throughout the 
year should decide his/her incre-
ment.

Organizations need to stand by their 
employees even during crisis. You 
cannot ask your employees to go 
just because you don’t need them 
anymore or your work is over. Such 
a practice is unethical. How can you 
play with someone’s career? If an 
individual has performed well all 
through but fails to deliver once or 
twice, you just can’t kick him out of 
the system. Workplace ethics says 
that organizations need to retain 
and nurture talents. If you have 
hired someone, it becomes your 
responsibility to train the individu-
al, make him/her aware of the key 
responsibility areas, policies, rules 
and regulations and code of conduct 
of the organization. Employees need 
to be inducted well into the system. 
They must be aware of the organi-
zation’s policies from the very first 
day itself.

Employees tend to lie if you do not 
allow them to take leave. If you do 
not allow an employee to take leave 
on an important festival, what do 
you expect the employee to do? 
What is the alternative left with 
him? He would definitely lie. Do not 
exploit your employees and don’t 
treat them as machines. No employ-
ee can work at a stretch without 
taking a break. It is okay if they talk 
to their fellow workers once in a 
while or go out for a smoke break. 
Understand their problems as well. 
If you feel the problem is genuine, 
do not create an issue. It is but 
natural that once or twice they 
would definitely call their family 
members and enquire about their 
well-being. Superiors should not 
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for auditors to set a clear expecta-
tion of the level of evidence required 
to support management’s assess-
ment, which will usually be 
supported by financial forecasts and 
cash flow projections.

Any forecasts or projections must be 
revisited and revised regularly, and 
management’s assessment should 
model a range of scenarios to assess 
the impact of different potential 
decreases in sales and increased 
costs on the cash and balance sheet 
position. Firms should also consider 
whether there will be practical 
difficulties in obtaining evidence 
given restrictions on travel and 
access to premises, and the extent 
of alternative procedures which can 
be performed remotely.

If the auditor cannot obtain suffi-
cient appropriate audit evidence, the 

implications for the auditor's 
opinion on the financial state-
ments should be considered in 
accordance with ISA (UK) 705 
Modifications to the Opinion in 
the Independent Auditor’s Report 
(Revised June 2016).

iii)  Reporting a material uncer-
tainty related to going concern

Where there are material uncer-
tainties that cast significant doubt 
on going concern, further disclo-
sure will be required in the 
financial statements and the audit 
report. A key consideration for 
auditors will be around the 
adequacy of disclosures made by 
management in their financial 
statements and strategic reports. 
These disclosures should set out 
the key information sources, 
judgments and assumptions as at 
the date of making the assessment 
and should provide sufficient 
information about the impact of 
COVID-19 on the entity to inform 
the users of the financial state-
ments.

Disclosures should also clearly 
state that there is a material 
uncertainty that may cast signifi-
cant doubt on the entity’s ability 
to continue as a going concern. 
The quality of the disclosures 
made by the directors in the 
financial statements and the 
underlying supporting evidence 
will be key when the auditor 
considers the opinion that they 

will issue on the financial state-
ments.
  
Where the auditor considers that the 
directors have appropriately 
disclosed the material uncertainty in 
the financial statements then the 
auditor does not modify the opinion 
but, under a separate heading 
relating to growing concern, draws 
attention to the note in the financial 
statements that discloses the matter 
and states that events and condi-
tions indicate a material uncertainty 
exists and that the auditor’s opinion 
is not modified in respect of this 
matter.

Where disclosure of material 
uncertainties by the directors in the 
accounts is considered inadequate 
by the auditor, a qualified or adverse 
opinion will be required, depending 
on the pervasiveness of the matter.

At the planning stage, auditors 
will more frequently assess going 
concern as a significant risk area 
(or an area of higher risk). It is 
important that this is appropriate-
ly reflected and weighted in the 
assessment of inherent risk and 
the auditor can demonstrate the 
impact on the audit approach. It is 
not enough that the risk is simply 
highlighted and left for consider-
ation at the completion stage of 
the audit.

In conducting the risk assessment 
process, and the auditor’s prelimi-
nary assessment of going concern, 
documented considerations may 
include:

a)  The extent of pre-existing 
going concern issues in the 
business

b)  Whether the principal activity 
of the audit client, or the 
business sector it operates in, 
gives rise to additional risk

c)  Whether the business model of 
the audit client has been 
impacted

d)  The extent to which cash flow 
has been impacted

e)  Whether the entity’s supply 
chain has been impacted

f)  The extent to which staffing 
and employment has been 
impacted

g)  Whether there are underlying 
legal or contractual issues

h)  The type of assets held by the 
entity

ii)  Evaluating management’s 
assessment of going concern

When preparing financial state-
ments, management assesses 
whether the entity is a ‘going 
concern’. Note that the accounts will 
always be prepared on a going 
concern basis unless management 
either intends to liquidate the entity 
or cease trading (or has no realistic 
alternative but to do so). It is vital 
then that management has clearly 
considered the impact of the 
pandemic on the entity, with key 
consideration on whether the entity 
has sufficient funds to continue to 
meet its obligations as they fall due.

As there are implications for the 
audit opinion where the auditor is 
unable to obtain sufficient appro-
priate evidence, it may be helpful 

v)  Timing of the auditor’s reas-
sessment of going concern

The auditor must continue to 
reassess their conclusion over going 
concern and this will continue up to 
the point of signing the audit report. 
Before signing the audit opinion, 
this may require the provision of 
further evidence and/or information 
by management, and further 
consideration, by the auditor, of the 
disclosures in the financial state-
ments.
It is crucial that the audit file fully 
documents all steps in arriving at 
the conclusion on going concern, 
including changes to the auditor’s 
expected opinion over time. This is 
especially important where going 
concern has been highlighted as a 
risk area, but a clean audit opinion 
has ultimately been signed.

Conclusion

Given the intricacies involved in the 
constantly evolving situations of 
Covid-19 and the significant 
judgements and estimates that 
would be required to determine the 
potential impacts, management and 
those charged with governance 

iv)  Regular and effective commu-
nication

In the current climate, the auditor 
must communicate regularly with 
management and those charged 
with governance. The impact of the 
pandemic on entities is changing 
rapidly, and the validity of assump-
tions and conclusions can change 
over a very short time.

Auditors should consider how they 
will communicate to management 
and those charged with governance 
in a timely manner, on both report-
ing and other matters.

The revised ISA (UK) 570 sets out 
the requirements for communica-
tion when events or conditions are 
identified which may cast doubt on 
an entity’s ability to trade as a going 
concern, including whether there is 
a material uncertainty, the appro-
priateness of management’s use of 
the going concern basis, the 
adequacy of related disclosures in 
the financial statements, and the 
implications if any for the audit 
report.

sion on whether management’s 
assessment is appropriate, and to 
set out the work they have done 
in this respect; and 

•    A stand back requirement to 
consider all of the evidence 
obtained, whether corroborative 
or contradictory, when the 
auditor draws their conclusions 
on going concern.

KEY AREAS OF FOCUS IN AUDITING 
GOING CONCERN DURING 
COVID-19

The key areas which auditors may 
wish to consider when auditing 
going concern, and in considering 
the challenges presented by the 
pandemic include; 

i)  The risk assessment process

The coronavirus pandemic has 
significantly increased going 
concern risk for a large number of 
entities. As there is an increased 
likelihood of material uncertainties 
in relation to going concern, this 
must be appropriately reflected in 
the auditor’s risk assessment.

he world is now a very 
different place from 
what it was at the start 
of 2020. In a matter of 
months, COVID-19 has 
swept across the globe. 

The pandemic subsequently led to 
travel restrictions, business 
closures, cancelled events, and 
lockdowns. Governments responded 
with a range of financial support in 
an attempt to support jobs and 
businesses. The impact of COVID- 
19, is very likely to form part of the 
directors’ assessment when prepar-
ing their strategic reports and 
financial statements.  Auditors will 
also need to assess the impact of 
any uncertainties on the audit 
report.
As always, auditors must remain 
professionally skeptical, and follow 
the requirements of International 
Standard on Auditing (ISA) 570 
going concern. Important to note, is 
that ISA was revised in September 
2019 for periods commencing 15th 
December 2019 onwards, and the 
new requirements require signifi-

cantly more documentation and 
consideration in support of the 
auditor’s conclusion. The revisions 
increase the work that auditors are 
required to do when assessing 
whether an entity is a going 
concern. The revisions have been 
made in response to recent enforce-
ment cases and a number of corpo-
rate failures where the auditor’s 
report failed to highlight concerns 
about the prospects of entities 
which collapsed shortly after.
The revised standard requires:

•    Greater work on the part of the 
auditor to more robustly chal-
lenge management’s assessment 
of going concern, thoroughly test 
the adequacy of the supporting 
evidence, evaluate the risk of 
management bias, and make 
greater use of the viability 
statement; 

•    The standards require improved 
transparency with a new report-
ing requirement for the auditor of 
public interest entities, listed and 
large private companies to 
provide a clear, positive conclu-

Important to note, is that 
ISA was revised in 

September 2019 for periods 
commencing 15th 

December 2019 onwards, 
and the new requirements 
require significantly more 

documentation and 
consideration in support of 

the auditor’s conclusion. 
The revisions increase the 

work that auditors are 
required to do when 

assessing whether an entity 
is a going concern. The 

revisions have been made 
in response to recent 

enforcement cases and a 
number of corporate 

failures where the auditor’s 
report failed to highlight 

concerns about the 
prospects of entities which 

collapsed shortly after.

must remain watchful to ensure 
risks posed by the pandemic remain 
high priorities. For some businesses, 
the implementation of the revised 
going concern standard will be a 
step-change that will result in 
changes to processes, controls, 
oversight arrangements and 
increased management input to 
prepare management’s assessment 
of going concern.

 
For the auditor, greater audit effort 
will be required, resulting in 
additional time input throughout 
the audit process. Auditors will need 
to exercise their professional 
judgement when evaluating man-
agement’s assessment, identifying 
the critical assumptions and data, 
considering whether sufficient 
appropriate audit evidence has been 
obtained, and concluding on going 
concern in the audit report. 

important, now more than ever, to 
hire with an eye towards applicants 
who show ethical tendencies.

Ethics training can be a valuable 
addition to the orientation presen-
tation. In this forum, proper 
attention can be given to the 
company’s stance on nondisclosure 
of proprietary information, the 
posting of negative comments on 
social media and even on the 
particulars of the sexual harassment 
and interdepartmental dating 
policies.

The bottom line is that unethical 
behavior can and will eventually 
undo any company or any individu-
al. It’s worth the time and effort to 
create an ethical workplace for 
everyone.

Managerial style can work to 
improve an employee’s work ethic 
by establishing systems and habits 
for accomplishing tasks efficiently 
and interacting effectively in the 
workplace. By inspiring and even 
rewarding ethical behavior in the 
individual efforts of employees, an 
organization can ensure that ethical 
conduct penetrate all levels of the 
organization and reaches the 
public’s perception of the company

Management who are cognizant to 
the importance and value of work-

place ethics can attest the good 
characteristics of employees;

•    Punctuality: completing projects 
when due, showing up on time, 
following break-time protocol, 
and informing supervisors of 
challenges in a timely manner 
are all efforts that respect the 
value of time in the workplace. 

•    Accountability: employees and 
employers alike should be held 
accountable in their work efforts, 
meaning they shoulder the 
responsibility for ongoing 
projects and take the blame for 
errors when necessary. 

•    Focus: in order to efficiently 
accomplish a task, an employee 
must remain focused and avoid 
the distractions of chatter, social 
media, technology, etc. 

•    Initiative: this is when an 
employee does something 
productive or useful to the 
company without being asked. 
Strong employees care not about 
ticking off items on a to-do list 
but doing what needs to be done 
for the betterment of the organi-
zation. Showing initiative in 
work efforts indicates to man-
agement that an employee values 
success. 

•    Productivity: productivity hinges 
upon an employee’s ability to 
overcome distractions, ignore 
external influences, and 

conquering obstacles that inhibit 
them from performing their task. 

•    Professionalism: being present 
in their work culture, employees 
who exhibit professionalism 
show up and take their work 
seriously, staying respectful of 
others and dressing appropriate-
ly. 

•    Dedication: dedication means 
consistency and showing up 
ready to accomplish tasks daily, 
all while maintaining focus and 
productivity. 

•    Desire to Improve: employees 
who embrace feedback and 
learning moments show that 
they are willing to work to grow 
in their careers.

It is therefore, premier for every 
organization to embrace work place 
ethics to achieve desired goals; 
amongst growth in revenue, and 
sound finance position. Workplace 
ethics has caused close down of 
organizations and businesses, 
instance of employees bullying 
leading to bad reputation and some 
loosing life in the name protecting 
position or resource.

‘’Good culture is no longer just a 
nice-to-have—it’s essential to 
building a workplace’’
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year and his/her career growth. 
Periodic reviews are essential. It is 
mandatory for superiors to know 
what their subordinates are up to. 
You need to know who all are going 
on the right track and who all need 
that extra push.
  
Appraisal and salary hikes should 
not happen just for the name sake. 
Workplace ethics is important as it 
enables management to treat all 
employees as equal and think from 
their perspective as well. Employees 
must have a say in their appraisal 
system. Transparency is essential.
An employee is bound to move on 
after a year or so if he/she is not 
appreciated and rewarded suitably. 

have a problem with that.

It has been observed that organiza-
tions which are impartial to 
employees, lend a sympathetic ear 
to their grievances and are employee 
friendly seldom face the problems of 
unsatisfied employees and high 
attrition rate.

No matter how honest you believe 
your staff to be, there is always the 
chance that someone will be tempt-
ed to push the limits of ethical 
behavior. However, when you embed 
a check-and-balance arrangement 
into critical procedures, the odds of 
anyone doing so diminish.

If an employee does manage to 
break your trust by acting unethi-
cally after being informed of the 
company’s code of behavior, carry 
through with the consequences. If 
Sally pads her expense report and 
nothing happens to her as a result, 
the message sent to her colleagues 
is that it’s OK to lie about the cost of 
their mileage, too. If instead, Sally is 
reprimanded for such an action, 
employees will know that your 
company is serious about upholding 
its ethical commitments.

Don’t forget to show appreciation 
for those who exemplify the values 
your company strives to live by. 
Recognition of these individuals 
reinforces to the group at large your 
commitment to ethical behavior.
One of the best ways to discourage 
unethical behavior is to lead by 
example. If the management team 
displays model behavior, the rest of 
the staff can readily see what is 
expected of them.

Ensure there is a written code of 
conduct for all employees that 
everyone, from the top down, is 
aware of. Have a company mission 
statement that specifically mentions 
the priority placed on ethical 
behavior and living the stated 
values.

It’s easy to simply hire the candi-
date that best matches the tangible 
qualifications for the job. He has a 
related degree, years of experience 
and has worked with the depart-
ment’s software. But, what are the 
candidate’s values? Is he honest? Is 
he fair with customers and 
co-workers? Can he readily own up 
to his own errors? I believe it’s 

�� ��

It is indeed the organization’s loss 
when employees after being trained 
quit and move on. Do you think it is 
entirely the employee’s fault? Why 
would an employee move on if 
he/she is fully satisfied with his /her 
current assignment? Employees 
change primarily because of two 
reasons - Career growth and 
monetary benefits. Management 
needs to make employees feel secure 
about their job and career. Unneces-
sary favouritism is against work-
place ethics. If you favour anyone 
just because he is your relative, the 
other team members are bound to 
feel demotivated and thus start 
looking for new opportunities. An 
individual’s output throughout the 
year should decide his/her incre-
ment.

Organizations need to stand by their 
employees even during crisis. You 
cannot ask your employees to go 
just because you don’t need them 
anymore or your work is over. Such 
a practice is unethical. How can you 
play with someone’s career? If an 
individual has performed well all 
through but fails to deliver once or 
twice, you just can’t kick him out of 
the system. Workplace ethics says 
that organizations need to retain 
and nurture talents. If you have 
hired someone, it becomes your 
responsibility to train the individu-
al, make him/her aware of the key 
responsibility areas, policies, rules 
and regulations and code of conduct 
of the organization. Employees need 
to be inducted well into the system. 
They must be aware of the organi-
zation’s policies from the very first 
day itself.

Employees tend to lie if you do not 
allow them to take leave. If you do 
not allow an employee to take leave 
on an important festival, what do 
you expect the employee to do? 
What is the alternative left with 
him? He would definitely lie. Do not 
exploit your employees and don’t 
treat them as machines. No employ-
ee can work at a stretch without 
taking a break. It is okay if they talk 
to their fellow workers once in a 
while or go out for a smoke break. 
Understand their problems as well. 
If you feel the problem is genuine, 
do not create an issue. It is but 
natural that once or twice they 
would definitely call their family 
members and enquire about their 
well-being. Superiors should not 

for auditors to set a clear expecta-
tion of the level of evidence required 
to support management’s assess-
ment, which will usually be 
supported by financial forecasts and 
cash flow projections.

Any forecasts or projections must be 
revisited and revised regularly, and 
management’s assessment should 
model a range of scenarios to assess 
the impact of different potential 
decreases in sales and increased 
costs on the cash and balance sheet 
position. Firms should also consider 
whether there will be practical 
difficulties in obtaining evidence 
given restrictions on travel and 
access to premises, and the extent 
of alternative procedures which can 
be performed remotely.

If the auditor cannot obtain suffi-
cient appropriate audit evidence, the 

implications for the auditor's 
opinion on the financial state-
ments should be considered in 
accordance with ISA (UK) 705 
Modifications to the Opinion in 
the Independent Auditor’s Report 
(Revised June 2016).

iii)  Reporting a material uncer-
tainty related to going concern

Where there are material uncer-
tainties that cast significant doubt 
on going concern, further disclo-
sure will be required in the 
financial statements and the audit 
report. A key consideration for 
auditors will be around the 
adequacy of disclosures made by 
management in their financial 
statements and strategic reports. 
These disclosures should set out 
the key information sources, 
judgments and assumptions as at 
the date of making the assessment 
and should provide sufficient 
information about the impact of 
COVID-19 on the entity to inform 
the users of the financial state-
ments.

Disclosures should also clearly 
state that there is a material 
uncertainty that may cast signifi-
cant doubt on the entity’s ability 
to continue as a going concern. 
The quality of the disclosures 
made by the directors in the 
financial statements and the 
underlying supporting evidence 
will be key when the auditor 
considers the opinion that they 

will issue on the financial state-
ments.
  
Where the auditor considers that the 
directors have appropriately 
disclosed the material uncertainty in 
the financial statements then the 
auditor does not modify the opinion 
but, under a separate heading 
relating to growing concern, draws 
attention to the note in the financial 
statements that discloses the matter 
and states that events and condi-
tions indicate a material uncertainty 
exists and that the auditor’s opinion 
is not modified in respect of this 
matter.

Where disclosure of material 
uncertainties by the directors in the 
accounts is considered inadequate 
by the auditor, a qualified or adverse 
opinion will be required, depending 
on the pervasiveness of the matter.

At the planning stage, auditors 
will more frequently assess going 
concern as a significant risk area 
(or an area of higher risk). It is 
important that this is appropriate-
ly reflected and weighted in the 
assessment of inherent risk and 
the auditor can demonstrate the 
impact on the audit approach. It is 
not enough that the risk is simply 
highlighted and left for consider-
ation at the completion stage of 
the audit.

In conducting the risk assessment 
process, and the auditor’s prelimi-
nary assessment of going concern, 
documented considerations may 
include:

a)  The extent of pre-existing 
going concern issues in the 
business

b)  Whether the principal activity 
of the audit client, or the 
business sector it operates in, 
gives rise to additional risk

c)  Whether the business model of 
the audit client has been 
impacted

d)  The extent to which cash flow 
has been impacted

e)  Whether the entity’s supply 
chain has been impacted

f)  The extent to which staffing 
and employment has been 
impacted

g)  Whether there are underlying 
legal or contractual issues

h)  The type of assets held by the 
entity

ii)  Evaluating management’s 
assessment of going concern

When preparing financial state-
ments, management assesses 
whether the entity is a ‘going 
concern’. Note that the accounts will 
always be prepared on a going 
concern basis unless management 
either intends to liquidate the entity 
or cease trading (or has no realistic 
alternative but to do so). It is vital 
then that management has clearly 
considered the impact of the 
pandemic on the entity, with key 
consideration on whether the entity 
has sufficient funds to continue to 
meet its obligations as they fall due.

As there are implications for the 
audit opinion where the auditor is 
unable to obtain sufficient appro-
priate evidence, it may be helpful 

v)  Timing of the auditor’s reas-
sessment of going concern

The auditor must continue to 
reassess their conclusion over going 
concern and this will continue up to 
the point of signing the audit report. 
Before signing the audit opinion, 
this may require the provision of 
further evidence and/or information 
by management, and further 
consideration, by the auditor, of the 
disclosures in the financial state-
ments.
It is crucial that the audit file fully 
documents all steps in arriving at 
the conclusion on going concern, 
including changes to the auditor’s 
expected opinion over time. This is 
especially important where going 
concern has been highlighted as a 
risk area, but a clean audit opinion 
has ultimately been signed.

Conclusion

Given the intricacies involved in the 
constantly evolving situations of 
Covid-19 and the significant 
judgements and estimates that 
would be required to determine the 
potential impacts, management and 
those charged with governance 

iv)  Regular and effective commu-
nication

In the current climate, the auditor 
must communicate regularly with 
management and those charged 
with governance. The impact of the 
pandemic on entities is changing 
rapidly, and the validity of assump-
tions and conclusions can change 
over a very short time.

Auditors should consider how they 
will communicate to management 
and those charged with governance 
in a timely manner, on both report-
ing and other matters.

The revised ISA (UK) 570 sets out 
the requirements for communica-
tion when events or conditions are 
identified which may cast doubt on 
an entity’s ability to trade as a going 
concern, including whether there is 
a material uncertainty, the appro-
priateness of management’s use of 
the going concern basis, the 
adequacy of related disclosures in 
the financial statements, and the 
implications if any for the audit 
report.

sion on whether management’s 
assessment is appropriate, and to 
set out the work they have done 
in this respect; and 

•    A stand back requirement to 
consider all of the evidence 
obtained, whether corroborative 
or contradictory, when the 
auditor draws their conclusions 
on going concern.

KEY AREAS OF FOCUS IN AUDITING 
GOING CONCERN DURING 
COVID-19

The key areas which auditors may 
wish to consider when auditing 
going concern, and in considering 
the challenges presented by the 
pandemic include; 

i)  The risk assessment process

The coronavirus pandemic has 
significantly increased going 
concern risk for a large number of 
entities. As there is an increased 
likelihood of material uncertainties 
in relation to going concern, this 
must be appropriately reflected in 
the auditor’s risk assessment.

he world is now a very 
different place from 
what it was at the start 
of 2020. In a matter of 
months, COVID-19 has 
swept across the globe. 

The pandemic subsequently led to 
travel restrictions, business 
closures, cancelled events, and 
lockdowns. Governments responded 
with a range of financial support in 
an attempt to support jobs and 
businesses. The impact of COVID- 
19, is very likely to form part of the 
directors’ assessment when prepar-
ing their strategic reports and 
financial statements.  Auditors will 
also need to assess the impact of 
any uncertainties on the audit 
report.
As always, auditors must remain 
professionally skeptical, and follow 
the requirements of International 
Standard on Auditing (ISA) 570 
going concern. Important to note, is 
that ISA was revised in September 
2019 for periods commencing 15th 
December 2019 onwards, and the 
new requirements require signifi-

cantly more documentation and 
consideration in support of the 
auditor’s conclusion. The revisions 
increase the work that auditors are 
required to do when assessing 
whether an entity is a going 
concern. The revisions have been 
made in response to recent enforce-
ment cases and a number of corpo-
rate failures where the auditor’s 
report failed to highlight concerns 
about the prospects of entities 
which collapsed shortly after.
The revised standard requires:

•    Greater work on the part of the 
auditor to more robustly chal-
lenge management’s assessment 
of going concern, thoroughly test 
the adequacy of the supporting 
evidence, evaluate the risk of 
management bias, and make 
greater use of the viability 
statement; 

•    The standards require improved 
transparency with a new report-
ing requirement for the auditor of 
public interest entities, listed and 
large private companies to 
provide a clear, positive conclu-

must remain watchful to ensure 
risks posed by the pandemic remain 
high priorities. For some businesses, 
the implementation of the revised 
going concern standard will be a 
step-change that will result in 
changes to processes, controls, 
oversight arrangements and 
increased management input to 
prepare management’s assessment 
of going concern.

 
For the auditor, greater audit effort 
will be required, resulting in 
additional time input throughout 
the audit process. Auditors will need 
to exercise their professional 
judgement when evaluating man-
agement’s assessment, identifying 
the critical assumptions and data, 
considering whether sufficient 
appropriate audit evidence has been 
obtained, and concluding on going 
concern in the audit report. 

A key consideration for auditors 
will be around the adequacy of 
disclosures made by 
management in their financial 
statements and strategic reports. 
These disclosures should set out 
the key information sources, 
judgments and assumptions as at 
the date of making the 
assessment and should provide 
sufficient information about the 
impact of COVID-19 on the entity 
to inform the users of the 
financial statements.
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important, now more than ever, to 
hire with an eye towards applicants 
who show ethical tendencies.

Ethics training can be a valuable 
addition to the orientation presen-
tation. In this forum, proper 
attention can be given to the 
company’s stance on nondisclosure 
of proprietary information, the 
posting of negative comments on 
social media and even on the 
particulars of the sexual harassment 
and interdepartmental dating 
policies.

The bottom line is that unethical 
behavior can and will eventually 
undo any company or any individu-
al. It’s worth the time and effort to 
create an ethical workplace for 
everyone.

Managerial style can work to 
improve an employee’s work ethic 
by establishing systems and habits 
for accomplishing tasks efficiently 
and interacting effectively in the 
workplace. By inspiring and even 
rewarding ethical behavior in the 
individual efforts of employees, an 
organization can ensure that ethical 
conduct penetrate all levels of the 
organization and reaches the 
public’s perception of the company

Management who are cognizant to 
the importance and value of work-

place ethics can attest the good 
characteristics of employees;

•    Punctuality: completing projects 
when due, showing up on time, 
following break-time protocol, 
and informing supervisors of 
challenges in a timely manner 
are all efforts that respect the 
value of time in the workplace. 

•    Accountability: employees and 
employers alike should be held 
accountable in their work efforts, 
meaning they shoulder the 
responsibility for ongoing 
projects and take the blame for 
errors when necessary. 

•    Focus: in order to efficiently 
accomplish a task, an employee 
must remain focused and avoid 
the distractions of chatter, social 
media, technology, etc. 

•    Initiative: this is when an 
employee does something 
productive or useful to the 
company without being asked. 
Strong employees care not about 
ticking off items on a to-do list 
but doing what needs to be done 
for the betterment of the organi-
zation. Showing initiative in 
work efforts indicates to man-
agement that an employee values 
success. 

•    Productivity: productivity hinges 
upon an employee’s ability to 
overcome distractions, ignore 
external influences, and 

conquering obstacles that inhibit 
them from performing their task. 

•    Professionalism: being present 
in their work culture, employees 
who exhibit professionalism 
show up and take their work 
seriously, staying respectful of 
others and dressing appropriate-
ly. 

•    Dedication: dedication means 
consistency and showing up 
ready to accomplish tasks daily, 
all while maintaining focus and 
productivity. 

•    Desire to Improve: employees 
who embrace feedback and 
learning moments show that 
they are willing to work to grow 
in their careers.

It is therefore, premier for every 
organization to embrace work place 
ethics to achieve desired goals; 
amongst growth in revenue, and 
sound finance position. Workplace 
ethics has caused close down of 
organizations and businesses, 
instance of employees bullying 
leading to bad reputation and some 
loosing life in the name protecting 
position or resource.

‘’Good culture is no longer just a 
nice-to-have—it’s essential to 
building a workplace’’
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