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The Global Financial CrisisTo assist professional accountants in addressing issues related to the global financial crisis, IFAC and the International Auditing and Assurance Standards Board (IAASB) has focused on three IFAC Activities which can be accessed at: http://www.ifac.org/financial-crisis/ 

1. To increase awareness among preparers and auditors of existing and newly developed guidance that can assist them in reporting on financial instruments;  

2. To encourage further convergence in reporting standards on financial instruments, while at the same time strongly supporting (the continuation of) fair value accounting since reducing transparency is not in the interests of investors; and  

3. To participate in and promote discussions of best practice with respect to the audits of financial institutions and other organizations that are affected by the current crisis. 

The Task Force on Fair Value Auditing Guidance, chaired by IAASB Board member and 2009 Deputy Chair, John Fogarty, is exploring whether and how any further auditing guidance should be developed. As part of that process, it is undertaking consultations and discussions with relevant stakeholders on the subject.The Member Activities on the IFAC website pages on the Global Financial Crisis, list initiatives undertaken by IFAC members and associates and others and regional publications issued to address the global financial crisis may be accessed under Member Activities at: http://www.ifac.org/financial-crisis/member-activities.php. In addition, Relevant Links to international organisations, such as standard setters and other provide access to documents or other resources and guidanc  issued address the global financial crisis. These may be accessed at: http://www.ifac.org/financial-crisis/relevant-links.php.

New Audit Practice Alert - Audit Considerations in Respect of Going Concern in the Current Economic Environment


In January 2009, the IAASB staff released a new Staff Audit Practice Alert entitled Audit Considerations in Respect of Going Concern in the Current Economic Environment. This second alert deals with the effect of the credit crisis and economic downturn on an entity's ability to continue as a going concern and whether these effects ought to be described in the financial statements. It also raises awareness of issues surrounding liquidity and credit risk that may create new uncertainties for entities or exacerbate those already existing and auditors’ awareness about matters relevant to the consideration of the use of the going concern assumption in the preparation of the financial statements in the current environment. In particular, management, those charged with governance and auditors alike will be faced with the challenge of evalu​ating the effect of the credit crisis and economic downturn on an entity’s ability to continue as a going concern and whether these effects on the entity ought to be described, or otherwise reflected, in the financial statements. 

  

While the Staff Audit Practice Alert, “Challenges in Audit​ing Fair Value Accounting Estimates in the Current Market Environment [October 2008],” refers to going concern in the context of the effects of valuation in illiquid markets, this second alert addresses wider issues that are likely to be rele​vant to auditors of entities in all industries and of all sizes. While this second alert refers principally to International Standard on Auditing ISA 570 Going Concern, other ISAs (for example: ISA 240, ISA 315, ISA 540, ISA 560 and ISA 580) that contain requirements and guidance to assist the auditor in dealing with other issues that may also require particular attention in the current environment, such as inventory valuation, allowances for doubtful receivables and the availability of credit. It provides additional guidance for auditors in evaluating management’s use of the going concern assumption. It also raises awareness of issues surrounding liquidity and credit risk that may create new uncertainties for entities or exacerbate those already existing. As such, this alert will be useful for auditors as well as management of entities of all sizes.This alert does not amend or override the ISAs that are currently effective, the texts of which alone are authoritative. Reading the alert is not a substitute for reading the ISAs, relevant accounting standards or other authoritative material. The alert is not meant to be exhaustive and refer​ence to the ISAs themselves should always be made.  In conducting an audit in accordance with ISAs, registered auditors are required to comply with all the ISAs that are relevant to the engagement. 

The IAASB Staff Audit Practice Alert, Audit Considerations in Respect of Going Concern in the Current Economic Environment, may be downloaded from the IFAC website: http://www.ifac.org/financial-crisis/. Should you have any further queries or experience any technical difficulties in downloading the this alert, please do not hesitate to contact the Standards Department at +27 087-940-8862 or +27 087-940-8871. 

  

About the IRBA, The objective of the IRBA is to endeavour to protect the financial interests of the South African public and international investors in South Africa through the effective and appropriate regulation of audits conducted by registered auditors, in accordance with internationally recognized standards and processes. The CFAS assists the IRBA to develop and maintain auditing pronouncements which are internationally comparable.
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