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INTERNATIONAL STANDARD ON AUDITING 570 EEABLZESRESE
b3 o
GOING CONCERN
Introduction Application and Other Explanatory Material (I ABEZSOHMBEKLOHEARD (Il TEAFESED
Scope of this ISA Scope of this ISA (Ref: Para 1) €1. AWEZSOHHA) 1. ABEZE0@A) CGF1HSR)

1. This International Standard on Auditing (ISA) deals with
the auditor’s responsibilities in the audit of financial
statements relating to going concern and the implications

for the auditor’s report. (Ref: Para. Al)

Al. ISA 7017 deals with the auditor’s responsibility to
communicate key audit matters in the auditor’s report. That
ISA acknowledges that, when ISA 701 applies, matters
relating to going concern may be determined to be key
audit matters, and explains that a material uncertainty
related to events or conditions that may cast significant
doubt on the entity’s ability to continue as a going concern

is, by its nature, a key audit matter.®

7 ISA 701, Communicating Key Audit Matters in the
Independent Auditor’s Report
8 See paragraphs 15 and A41 of ISA 701.

1. RS EI, Ak ORISR 3 2 5l L O D
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Al.
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01X, FPEH & 725856, et XEORiTEicB
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Going Concern Basis of Accounting

Going Concern Basis of Accounting (Ref: Para. 2)

(2. MbtdE3EDRTIE)

Considerations Specific to Public Sector Entities

2. Under the going concern basis of accounting, the financial
statements are prepared on the assumption that the entity is
a going concern and will continue its operations for the
foreseeable future. General purpose financial statements
are prepared using the going concern basis of accounting,
unless management either intends to liquidate the entity or
to cease operations, or has no realistic alternative but to do
s0. Special purpose financial statements may or may not be
prepared in accordance with a financial reporting
framework for which the going concern basis of accounting
is relevant (e.g., the going concern basis of accounting is
not relevant for some financial statements prepared on a tax
basis in particular jurisdictions). When the use of the going
concern basis of accounting is appropriate, assets and

liabilities are recorded on the basis that the entity will be

A2. Management’s use of the going concern basis of
accounting is also relevant to public sector entities. For
example, International Public Sector Accounting Standard
(IPSAS) 1 addresses the issue of the ability of public sector
entities to continue as going concerns.’ Going concern risks
may arise, but are not limited to, situations where public
sector entities operate on a for-profit basis, where
government support may be reduced or withdrawn, or in
the case of privatization. Events or conditions that may cast
significant doubt on an entity’s ability to continue as a
going concern in the public sector may include situations
where the public sector entity lacks funding for its
continued existence or when policy decisions are made that

affect the services provided by the public sector entity.

2. MR ORIHRD T Tk, BEN TR LEDEERIC
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able to realize its assets and discharge its liabilities in the

normal course of business. (Ref: Para. A2)

9 IPSAS 1, Presentation of Financial Statements, paragraphs
3841

Responsibility for Assessment of the Entity’s Ability to

Continue as a Going Concern

(3. MEfEdZEORTIRICEES 27l & BARICBET 28]
)

3. Some financial reporting frameworks contain an explicit
requirement for management to make a specific assessment
of the entity’s ability to continue as a going concern, and
standards regarding matters to be considered and
disclosures to be made in connection with going concern.
For example, International Accounting Standard (IAS) 1
requires management to make an assessment of an entity’s
ability to continue as a going concern.! The detailed
requirements regarding management’s responsibility to
assess the entity’s ability to continue as a going concern
and related financial statement disclosures may also be set

out in law or regulation.

'TAS 1, Presentation of Financial Statements, paragraphs 25—
26

3. B OMFAAOHFIZIE, BTk LTk
EORMRICET 2HEOFMAIT Y Z L 2 HRT S
BIRAYZRHLE . I QNS kA 3 12 B L TR AT 37
THEHEEOELFHICEHT I EEREENTND D
DONd 5, X, EESFHEE (1AS) H 15 [
B R OFR T, BEF IS ORHRICET S
T AT HZ A RD TS, IHIZ, ERICBW
T, fkfE 3 ORITROFHMIC BT 2 5 F O FTE
ONZ BE# 9 2 R XX B R IZ B3 2 e 7 Bk 1A
DHESNTWDHEAELH D, BEIZEBW L,
Bk & OFRRITET 2 BAIE IS0 - THERR 3 ORI
TR T 2R OB RO EE BT TN D,

4. In other financial reporting frameworks, there may be no
explicit requirement for management to make a specific
assessment of the entity’s ability to continue as a going
concern. Nevertheless, where the going concern basis of
accounting is a fundamental principle in the preparation of
financial statements as discussed in paragraph 2, the
preparation of the financial statements requires
management to assess the entity’s ability to continue as a
going concern even if the financial reporting framework

does not include an explicit requirement to do so.

4. fld7, MBS OB, BEF I3 LTk
(ORI T 2 —EOFT AT 2 & 2 ERT 5
R BRBUEDR WG E D, LLRNRL, &2
HIZREH L7 & B0 | Mk EEDORHRIIMBHEE D
TERIC 31T 2 AR RFHITH 5720, MBS D
P AR R BLER Z ENRVWGEAE Th - T
b, RREE TS R OERIZ I THEREARE 3 ORI
AEFMT 22 ENRODOLND,

5. Management’s assessment of the entity’s ability to continue
as a going concern involves making a judgment, at a
particular point in time, about inherently uncertain future
outcomes of events or conditions. The following factors are
relevant to that judgment:

* The degree of uncertainty associated with the outcome of
an event or condition increases significantly the further
into the future an event or condition or the outcome

occurs. For that reason, most financial reporting

5. ke EZEDORHRICBI T 2888 H Ol F5 T
RN BT 2 2k O RITE A O R FPEIZ D0
T, FEORFRIZEBT 2R A0S, MaHIlricix,
LLT OB 3 BE T 5,
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frameworks that require an explicit management
assessment specify the period for which management is
required to take into account all available information.

* The size and complexity of the entity, the nature and
condition of its business and the degree to which it is
affected by external factors affect the judgment regarding
the outcome of events or conditions.

+ Any judgment about the future is based on information
available at the time at which the judgment is made.
Subsequent events may result in outcomes that are
inconsistent with judgments that were reasonable at the

time they were made.

W OREE M L e 52w & e
LTW5,

- ARZE DB OEHENE, FEDOMEE K OMRPL, WY
(ARSI RN £ > T2 D BOE GV,
FHIULRDLOKE RN BT 2 FIWT I 5B 2 KT,
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FRIZL - T SEENThH o 7MW & 13EA L
ROERERDGEN B D,

Responsibilities of the Auditor

(EEANDOEMED

6. The auditor’s responsibilities are to obtain sufficient
appropriate audit evidence regarding, and conclude on, the
appropriateness of management’s use of the going concern
basis of accounting in the preparation of the financial
statements, and to conclude, based on the audit evidence
obtained, whether a material uncertainty exists about the
entity’s ability to continue as a going concern. These
responsibilities exist even if the financial reporting
framework used in the preparation of the financial
statements does not include an explicit requirement for
management to make a specific assessment of the entity’s

ability to continue as a going concern.

6. B NIL, AP LA S LTI BEREE
PVERRT D 2 & OBEIMEIC DWW T4 0o i) ek
TRAEILA AN F LisamftiF b & & blic, AFLEER
AEMLZFE D & | kRt EDORTTRICEEREREZ AL
w5 K5 R FEULRIUCBI T D BEE 2R A Ik
(BAF Tk ZE O RI-ICRE 3 2 EE 7o RReFEME) &
W) BRDLNDNENERMTT 2 EELH
Do THIODOEMIT, MBFHEER OIERICHEH I
Bt OMAA AT B F TR L TR 3 O Rl
BT 5 —EOFMAZ1T 5 2 & 2RI 2RI
BENZENRRWEAICHIFET D,

7. However, as described in ISA 200,? the potential effects of
inherent limitations on the auditor’s ability to detect
material misstatements are greater for future events or
conditions that may cause an entity to cease to continue as
a going concern. The auditor cannot predict such future
events or conditions. Accordingly, the absence of any
reference to a material uncertainty about the entity’s ability
to continue as a going concern in an auditor’s report cannot
be viewed as a guarantee as to the entity’s ability to

continue as a going concern.

2ISA 200, Overall Objectives of the Independent Auditor and
the Conduct of an Audit in Accordance with International

Standards on Auditing, paragraphsA53-A54
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Objectives (4. AHMEZDHB)
9. The objectives of the auditor are: 8. KEEICBIIIEAANOHMIZ, LT LB T
(a) To obtain sufficient appropriate audit evidence H 5,
regarding, and conclude on, the appropriateness of (1) REHFNMEEZATEE L T EEREZE

95 Z L O@EMEIZ W Ty ooy A
TRELAE AF Uit 5 2 &

(2) ATFLIERIHLMIES X | g EEORIHRIC
B9 25 EHE R AREFMENR TR D HIL D D EITD
W T T 5 2 &

(3) BEEEHEEA~DOEBIZOWTHIM L, A E
> THRETDHZ &

management’s use of the going concern basis of
accounting in the preparation of the financial statements;

(b) To conclude, based on the audit evidence obtained,
whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the entity’s
ability to continue as a going concern; and

(¢) To report in accordance with this ISA.

(I ERFIE)

Requirements

Risk Assessment Procedures and Related Activities Risk Assessment Procedures and Related Activities 1. YV R7FMFw L ZNIZEET 158 2. URIZFHmFRE ZICEEET HIEE))

(1) M EEORRICEERERZECIEDILD
RBERIUTRE) (G 9 THZM)

Events or Conditions That May Cast Significant Doubt on the
Entity’s Ability to Continue as a Going Concern (Ref: Para.
10)

10. When performing risk assessment procedures as required | A3. The following are examples of events or conditions that, | 9. BEE& A%, EEEEETZ B SWEEILS TBEELTME A2, DLFOFEZ, B TXITEE L THEREZEDORITE

by ISA 315 (Revised),? the auditor shall consider whether
events or conditions exist that may cast significant doubt
on the entity’s ability to continue as a going concern. In so
doing, the auditor shall determine whether management has
already performed a preliminary assessment of the entity’s
ability to continue as a going concern, and: (Ref: Para. A3—

A6)

(a) If such an assessment has been performed, the auditor
shall discuss the assessment with management and
determine whether management has identified events or
conditions that, individually or collectively, may cast
significant doubt on the entity’s ability to continue as a
going concern and, if so, management’s plans to address
them; or

(b) If such an assessment has not yet been performed, the
auditor shall discuss with management the basis for the
intended use of the going concern basis of accounting,
and inquire of management whether events or conditions
exist that, individually or collectively, may cast

significant doubt on the entity’s ability to continue as a

going concern.

individually or collectively, may cast significant doubt on

the entity’s ability to continue as a going concern. This

listing is not all-inclusive nor does the existence of one or
more of the items always signify that a material uncertainty
exists.

Financial

* Net liability or net current liability position.

* Fixed-term borrowings approaching maturity without
realistic prospects of renewal or repayment; or excessive
reliance on short-term borrowings to finance long-term
assets.

* Indications of withdrawal of financial support by
creditors.

* Negative operating cash flows indicated by historical or
prospective financial statements.

* Adverse key financial ratios.

* Substantial operating losses or significant deterioration in
the value of assets used to generate cash flows.

* Arrears or discontinuance of dividends.

* Inability to pay creditors on due dates.

* Inability to comply with the terms of loan agreements.

* Change from credit to cash-on-delivery transactions with
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3 ISA 315 (Revised), Identifying and Assessing the Risks of
Material Misstatement through Understanding the Entity

and Its Environment, paragraph 5

suppliers.

* Inability to obtain financing for essential new product
development or other essential investments.

Operating

* Management intentions to liquidate the entity or to cease
operations.

* Loss of key management without replacement.

* Loss of a major market, key customer(s), franchise,
license, or principal supplier(s).

* Labor difficulties.

* Shortages of important supplies.

* Emergence of a highly successful competitor.

Other

* Non-compliance with capital or other statutory or
regulatory requirements, such as solvency or liquidity
requirements for financial institutions.

* Pending legal or regulatory proceedings against the entity
that may, if successful, result in claims that the entity is
unlikely to be able to satisfy.

* Changes in law or regulation or government policy
expected to adversely affect the entity.

* Uninsured or underinsured catastrophes when they occur.

The significance of such events or conditions often can be

mitigated by other factors. For example, the effect of an
entity being unable to make its normal debt repayments
may be counter-balanced by management’s plans to
maintain adequate cash flows by alternative means, such
as by disposing of assets, rescheduling loan repayments,
or obtaining additional capital. Similarly, the loss of a
principal supplier may be mitigated by the availability of

a suitable alternative source of supply.
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A4. The risk assessment procedures required by paragraph 10
help the auditor to determine whether management’s use of
the going concern basis of accounting is likely to be an
important issue and its impact on planning the audit. These
procedures also allow for more timely discussions with
management, including a discussion of management’s

plans and resolution of any identified going concern issues.
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Considerations Specific to Smaller Entities (Ref: Para. 10)

CIRBEAERICRADOEERE) (5 9HEM)

AS. The size of an entity may affect its ability to withstand
adverse conditions. Small entities may be able to respond
quickly to exploit opportunities, but may lack reserves to

sustain operations.

M. DB, i LR BRI B 5 R0 i
BB B2 5 2 LS b B, N, Bk
BRERICHEIHIET D ENTELHERH D
15, ZO—5T, WRIEBERGET 5120 ORN B2
VEED S 5.

A6. Conditions of particular relevance to small entities
include the risk that banks and other lenders may cease to
support the entity, as well as the possible loss of a principal
supplier, major customer, key employee, or the right to

operate under a license, franchise or other legal agreement.

A5 /NHIREARZE IR I BIE S 2 RPLIZ I, ST 0 &
SR EPBES~OIELIFILT 2000 LtV
A7 OMIT, FEREASE, FERGES, FERN
B UITA B A, 7T F v A ZELLITED
L DEFNT LS < HZE EOMER] & 1809 5 AREME N
aBEND,

Remaining Alert throughout the Audit for Audit Evidence
about Events or Conditions (Ref: Para. 11)

(@) FRUIRPLCET DB EE) (6 1011
Z M)

11. The auditor shall remain alert throughout the audit for
audit evidence of events or conditions that may cast
significant doubt on the entity’s ability to continue as a

going concern. (Ref: Para. A7)

A7. ISA 315 (Revised) requires the auditor to revise the
auditor’s risk assessment and modify the further planned
audit procedures accordingly when additional audit
evidence is obtained during the course of the audit that
affects the auditor’s assessment of risk.'"’ If events or
conditions that may cast significant doubt on the entity’s
ability to continue as a going concern are identified after
the auditor’s risk assessments are made, in addition to
performing the procedures in paragraph 16, the auditor’s
assessment of the risks of material misstatement may need
to be revised. The existence of such events or conditions
may also affect the nature, timing and extent of the
auditor’s further procedures in response to the assessed
risks. ISA 330! establishes requirements and provides

guidance on this issue.

0ISA 315 (Revised), paragraph 31
' ISA 330, The Auditor’s Responses to Assessed Risks

10. BEA NI, BB OB 2 U T, ORIz
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Evaluating Management’s Assessment

Evaluating Management’s Assessment

(2. BEHEOFTMOBE)

(3. REE OFEOBKRE

Management’s Assessment and Supporting Analysis and the

Auditor’s Evaluation (Ref: Para. 12)

(1) BEZBOFEE ZOEMIT ERDHT. RO
BEANOKRHY (GF 11 HSMH)

12. The auditor shall evaluate management’s assessment of
the entity’s ability to continue as a going concern. (Ref:
Para. A8-A10, A12-A13)

AS8. Management’s assessment of the entity’s ability to
continue as a going concern is a key part of the auditor’s
consideration of management’s use of the going concern

basis of accounting.
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AO9. It is not the auditor’s responsibility to rectify the lack of
analysis by management. In some circumstances, however,
the lack of detailed analysis by management to support its
assessment may not prevent the auditor from concluding
whether management’s use of the going concern basis of
accounting is appropriate in the circumstances. For
example, when there is a history of profitable operations and
a ready access to financial resources, management may
make its assessment without detailed analysis. In this case,

of

without

the auditor’s evaluation of the appropriateness

management’s assessment may be made
performing detailed evaluation procedures if the auditor’s
other audit procedures are sufficient to enable the auditor to
conclude whether management’s use of the going concern
basis of accounting in the preparation of the financial

statements is appropriate in the circumstances.
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Al10. In other circumstances, evaluating management’s
assessment of the entity’s ability to continue as a going
concern, as required by paragraph 12, may include an
evaluation of the process management followed to make its
assessment, the assumptions on which the assessment is
based and management’s plans for future action and
whether management’s feasible in the

plans are

circumstances.

A9. BTN R T Dk £ ORTTRIZE T 5 R E &
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The Period of Management’s Assessment (Ref: Para. 13)

(@) BEFHFOFHEHEY F 12 HZH)

13. In evaluating management’s assessment of the entity’s
ability to continue as a going concern, the auditor shall
cover the same period as that used by management to make
its assessment as required by the applicable financial
reporting framework, or by law or regulation if it specifies
a longer period. If management’s assessment of the entity’s
ability to continue as a going concern covers less than
twelve months from the date of the financial statements as
defined in ISA 560,4 the auditor shall request management
to extend its assessment period to at least twelve months
from that date. (Ref: Para. A11-A13)

4 ISA 560, Subsequent Events, paragraph 5(a)

All.Most financial reporting frameworks requiring an
explicit management assessment specify the period for
which management is required to take into account all

available information.'?

12 For example, IAS 1 defines this as a period that should be
at least, but is not limited to, twelve months from the end

of the reporting period.
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Considerations Specific to Smaller Entities (Ref: Para. 12—13)

€3) /IBREAEICHREOBEREE) (11 HIUH
12 THHR)

NZ AN

A12. In many cases, the management of smaller entities may
not have prepared a detailed assessment of the entity’s
ability to continue as a going concern, but instead may rely
on in-depth knowledge of the business and anticipated
future prospects. Nevertheless, in accordance with the
requirements of this ISA, the auditor needs to evaluate
management’s assessment of the entity’s ability to continue
as a going concern. For smaller entities, it may be
appropriate to discuss the medium and long-term financing
of the entity with management, provided that
management’s contentions can be corroborated by
sufficient documentary evidence and are not inconsistent
with the auditor’s understanding of the entity. Therefore,
the requirement in paragraph 13 for the auditor to request
management to extend its assessment may, for example, be
satisfied by discussion, inquiry and inspection of
supporting documentation, for example, orders received for
future supply, evaluated as to their feasibility or otherwise

substantiated.

AL /NEBRZEOREF I, M EEORHRIC OV T
R B DFERI 723l 21T > TWRWZ ERZ N, F
HEIZDOWTOF53 72 -0k s LIZ DWW TRE
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Wkt U CRHM IR 2D e < L b 12 A 5 L oKk
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WIZOWTEHli SNz b D) OREREICIY BRES
N6 ERH D,

Al13. Continued support by owner-managers is often
important to smaller entities’ ability to continue as a going
concern. Where a small entity is largely financed by a loan
from the owner-manager, it may be important that these
funds are not withdrawn. For example, the continuance of
a small entity in financial difficulty may be dependent on
the owner-manager subordinating a loan to the entity in
favor of banks or other creditors, or the owner-manager
supporting a loan for the entity by providing a guarantee
with his or her personal assets as collateral. In such
circumstances, the auditor may obtain appropriate
documentary evidence of the subordination of the owner-
manager’s loan or of the guarantee. Where an entity is
dependent on additional support from the owner-manager,
the auditor may evaluate the owner-manager’s ability to
meet the obligation under the support arrangement. In
addition, the auditor may request written confirmation of
the terms and conditions attaching to such support and the

owner-manager’s intention or understanding.
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14. In evaluating management’s assessment, the auditor shall
consider whether management’s assessment includes all
relevant information of which the auditor is aware as a

result of the audit.

13. BEENIT, BEHEMMT o i HEOMRFHI S 7> T,
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BHEOFEIZEENTVDENE I D EZE LT
X705 780,

Period beyond Management’s Assessment

Period beyond Management’s Assessment (Ref: Para. 15)

(3. ®EROME2#8 X 1R

(4. BEEOMOZEAHIR) B 14 HZH)

Al4. As required by paragraph 11, the auditor remains alert
to the possibility that there may be known events,
scheduled or otherwise, or conditions that will occur
beyond the period of assessment used by management that

the of

management’s use of the going concern basis of accounting

may bring into question appropriateness
in preparing the financial statements. Since the degree of
uncertainty associated with the outcome of an event or
condition increases as the event or condition is further into
the future, in considering events or conditions further in the
future, the indications of going concern issues need to be
significant before the auditor needs to consider taking
further action. If such events or conditions are identified,
the auditor may need to request management to evaluate
the potential significance of the event or condition on its
assessment of the entity’s ability to continue as a going

concern. In these circumstances, the procedures in

paragraph 16 apply.

A13. BERNIL, 2B S NTHRAOEA NS
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15. The auditor shall inquire of management as to its
knowledge of events or conditions beyond the period of
management’s assessment that may cast significant doubt
on the entity’s ability to continue as a going concern. (Ref:
Para. A14-A15)

A15. Other than inquiry of management, the auditor does not
have a responsibility to perform any other audit procedures
to identify events or conditions that may cast significant
doubt on the entity’s ability to continue as a going concern
beyond the period assessed by management, which, as
discussed in paragraph 13, would be at least twelve months

from the date of the financial statements.
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Additional Audit Procedures When Events or Conditions
Are Identified

Additional Audit Procedures When Events or Conditions
Are Identified (Ref: Para.16)

(4. FEUIREZHB L72HE OBMYREETF
L)

(5. BRIIRAZBRI LIZBE0OBINNLREET
By (B 15 HBW)

16. If events or conditions have been identified that may cast
significant doubt on the entity’s ability to continue as a
shall

appropriate audit evidence to determine whether or not a

going concern, the auditor obtain sufficient

material uncertainty exists related to events or conditions

that may cast significant doubt on the entity’s ability to
continue as a going concern (hereinafter referred to as

“material uncertainty”) through performing additional

audit procedures, including consideration of mitigating

factors. These procedures shall include: (Ref: Para. A16)

(a) Where management has not yet performed an
assessment of the entity’s ability to continue as a going
concern, requesting management to make its assessment.

(b) Evaluating management’s plans for future actions in
relation to its going concern assessment, whether the
outcome of these plans is likely to improve the
situation and whether management’s plans are feasible
in the circumstances. (Ref: Para. A17)

(c) Where the entity has prepared a cash flow forecast, and
analysis of the forecast is a significant factor in
considering the future outcome of events or conditions in
the evaluation of management’s plans for future actions:
(Ref: Para. A18-A19)

(1) Evaluating the reliability of the underlying data
generated to prepare the forecast; and

(i1) Determining whether there is adequate support for the
assumptions underlying the forecast.

(d) Considering whether any additional facts or information
have become available since the date on which
management made its assessment.

(e) Requesting written representations from management
and, where appropriate, those charged with governance,

regarding their plans for future actions and the feasibility
of these plans. (Ref: Para. A20)

A16. Audit procedures that are relevant to the requirement in
paragraph 16 may include the following:

* Analyzing and discussing cash flow, profit and other
relevant forecasts with management.

* Analyzing and discussing the entity’s latest available
interim financial statements.

* Reading the terms of debentures and loan agreements and
determining whether any have been breached.

* Reading minutes of the meetings of shareholders, those
charged with governance and relevant committees for
reference to financing difficulties.

* Inquiring of the entity’s legal counsel regarding the
existence of litigation and claims and the reasonableness
of management’s assessments of their outcome and the
estimate of their financial implications.

+ Confirming the existence, legality and enforceability of
arrangements to provide or maintain financial support
with related and third parties and assessing the financial
ability of such parties to provide additional funds.

* Evaluating the entity’s plans to deal with unfilled
customer orders.

* Performing audit procedures regarding subsequent events
to identify those that either mitigate or otherwise affect
the entity’s ability to continue as a going concern.

+ Confirming the existence, terms and adequacy of
borrowing facilities.

* Obtaining and reviewing reports of regulatory actions.

* Determining the adequacy of support for any planned

disposals of assets.
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Evaluating Management’s Plans for Future Actions (Ref:
Para. 16(b))
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Al17. Evaluating management’s plans for future actions may
include inquiries of management as to its plans for future
action, including, for example, its plans to liquidate assets,
borrow money or restructure debt, reduce or delay

expenditures, or increase capital.
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The Period of Management’s Assessment (Ref: Para. 16(c))

€2) BEHOFEHMY CH155(3) 2 M)

Al18. In addition to the procedures required in paragraph
16(c), the auditor may compare:
*The prospective financial information for recent prior
periods with historical results; and
*The prospective financial information for the current

period with results achieved to date.
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A19. Where management’s assumptions include continued
support by third parties, whether through the subordination
of loans, commitments to maintain or provide additional
funding, or guarantees, and such support is important to an
entity’s ability to continue as a going concern, the auditor
may need to consider requesting written confirmation
(including of terms and conditions) from those third parties
and to obtain evidence of their ability to provide such

support.
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Written Representations (Ref: Para. 16(e))

((3) BEZMERE) CB15HG)ZM)

A20. The auditor may consider it appropriate to obtain a
specific written representations beyond those required in

paragraph 16 in support of audit evidence obtained
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regarding management’s plans for future actions in relation
to its going concern assessment and the feasibility of those

plans.

THRE A DOXHER K OE O FEITRIREMEIZ DWW T LY
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Auditor Conclusions

Auditor Conclusions

(5. EEFEANDOHERD

(6. BEAOKE)

Material Uncertainty Related to Events or Conditions that
May Cast Significant Doubt on the Entity’s Ability to

Continue as a Going Concern (Ref: Para. 18)

€1 REGEEEDORRICEERERZECIEDL LS
REZIIRIUCE T D HERAREM) (F1THS
1)

17. The auditor shall evaluate whether sufficient appropriate
audit evidence has been obtained regarding, and shall
conclude on, the appropriateness of management’s use of
the going concern basis of accounting in the preparation of

the financial statements.

A21. The phrase “material uncertainty” is used in IAS 1 in
discussing the uncertainties related to events or conditions
which may cast significant doubt on the entity’s ability to
continue as a going concern that should be disclosed in the
financial statements. In some other financial reporting
frameworks the phrase “significant uncertainty” is used in

similar circumstances.
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18. Based on the audit evidence obtained, the auditor shall
conclude whether, in the auditor’s judgment, a material
uncertainty exists related to events or conditions that,
individually or collectively, may cast significant doubt on
the entity’s ability to continue as a going concern. A
material uncertainty exists when the magnitude of its
potential impact and likelihood of occurrence is such that,
in the auditor’s judgment, appropriate disclosure of the
nature and implications of the uncertainty is necessary for:
(Ref: Para. A21-A22)

(a) In the case of a fair presentation financial reporting
framework, the fair presentation of the financial
statements, or

(b) In the case of a compliance framework, the financial

statements not to be misleading.
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Adequacy of Disclosures When Events or Conditions Have

Been Identified and a Material Uncertainty Exists

Adequacy of Disclosure when Events or Conditions Have

Been Identified and a Material Uncertainty Exists
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19. If the auditor concludes that management’s use of the
going concern basis of accounting is appropriate in the
circumstances but a material uncertainty exists, the auditor
shall determine whether the financial statements: (Ref :
Para. A22-A23)

(a) Adequately disclose the principal events or conditions

that may cast significant doubt on the entity’s ability to

A22. Paragraph 18 explains that a material uncertainty exists
when the magnitude of the potential impact of the events or
conditions and the likelihood of occurrence is such that
appropriate disclosure is necessary to achieve fair
presentation (for fair presentation frameworks) or for the
financial statements not to be misleading (for compliance

frameworks). The auditor is required by paragraph 18 to

conclude whether such a material uncertainty exists
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continue as a going concern and management’s plans to
deal with these events or conditions; and

(b) Disclose clearly that there is a material uncertainty
related to events or conditions that may cast significant
doubt on the entity’s ability to continue as a going
concern and, therefore, that it may be unable to realize its
assets and discharge its liabilities in the normal course of

business.

regardless of whether or how the applicable financial

reporting framework defines a material uncertainty.

Y TH DN E DD,
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A23. Paragraph 19 requires the auditor to determine whether

the financial statement disclosures address the matters set
forth in that paragraph. This determination is in addition to
the auditor determining whether disclosures about a
material uncertainty, required by the applicable financial
reporting framework, are adequate. Disclosures required by
some financial reporting frameworks that are in addition to
matters set forth in paragraph 19 may include disclosures
about:

* Management’s evaluation of the significance of the events
or conditions relating to the entity’s ability to meet its
obligations; or

* Significant judgments made by management as part of its
assessment of the entity’s ability to continue as a going
concern.

Some financial reporting frameworks may provide

additional guidance regarding management’s consideration

of disclosures about the magnitude of the potential impact
of the principal events or conditions, and the likelihood and

timing of their occurrence.
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Adequacy of Disclosures When Events or Conditions Have

Been Identified but No Material Uncertainty Exists

Adequacy of Disclosures When Events or Conditions Have
Been Identified but No Material Uncertainty Exists (Ref:
Para. 20)
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20. If events or conditions have been identified that may cast
significant doubt on the entity’s ability to continue as a
going concern but, based on the audit evidence obtained the
auditor concludes that no material uncertainty exists, the
auditor shall evaluate whether, in view of the requirements
of the applicable financial reporting framework, the
financial statements provide adequate disclosures about

these events or conditions. (Ref: Para. A24-A25)

A24. Even when no material uncertainty exists, paragraph 20

requires the auditor to evaluate whether, in view of the

requirements of the applicable financial reporting
framework, the financial statements provide adequate
disclosure about events or conditions that may cast
significant doubt on the entity’s ability to continue as a
going concern. Some financial reporting frameworks may
address disclosures about:

* Principal events or conditions;
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DOFFAATIXLL FIZRET 2 EFUCT DWW TR LT
LHEENH D,
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* Management’s evaluation of the significance of those
events or conditions in relation to the entity’s ability to
meet its obligations;

* Management’s plans that mitigate the effect of these
events or conditions; or

* Significant judgments made by management as part of
its assessment of the entity’s ability to continue as a

going concern.

IZOWTHHEERUANADOEFNICIB W TR T HZ &
MRDOLNTNDEGA, BENIEELEZESH
HE20 TBEE L-MBHERNP G ENDBRERHICE
T 5 ZDMOFHNEIZEET HEAENDEE] 12
e T, YL ENAE ZlpE L2 T L 5720,
(A23TH Jz NA24TE 2 )

- EBOBITEEZ R TREOCRICE LT, ¥
L IR D B EM 6 B RE E O R

- YRR RO B LB 5 72D OfkEFH D
xf s R

- kR EDORTTRICET 23O —ER & LT
FRE I L B E T ]

A25. When the financial statements are prepared in
accordance with a fair presentation framework, the
auditor’s evaluation as to whether the financial statements
achieve fair presentation includes the consideration of the
overall presentation, structure and content of the financial
statements, and whether the financial statements, including
the related notes, represent the underlying transactions and
events in a manner that achieves fair presentation.'
Depending on the facts and circumstances, the auditor may
determine that additional disclosures are necessary to
achieve fair presentation. This may be the case, for
example, when events or conditions have been identified
that may cast significant doubt on the entity’s ability to
continue as a going concern but, based on the audit
evidence obtained, the auditor concludes that no material
uncertainty exists, and no disclosures are explicitly
required by the applicable financial reporting framework

regarding these circumstances.

3 ISA 700 (Revised), Forming an Opinion and Reporting

on Financial Statements, paragraph 14

A24. JF 58 R 03 IE R O M A I HEHL L TIERL S
TWDE%AE., MEBHERDEIEICE RIS TV D NG
OB NOHIWTITIET, MBEHEERO BRI ER, 1
AR ONE ORI, BT 2 L FH 4 5 M
RN, L R DWMEIRRFFLR AW EICR TR L
TNDEME I MORHANEEND, BEAENIT, FEE
WP K> T, WIEFRRZEMT D T2 DIZBINK 72
FRFEHILETHDL LT 256005, 2
i, BRI ORTHRICEE R A AL S
D &) RFEG DRI AFHI SN TWDE R, AT
L7 EEAGE L S & | A A EE R AN
R LW EfERAHT TR Y . o, A S M
BSOS B N T IS ORGSR 5 i
FENPHAMBEIIZER SN TR WEANZEY T 5
(A FER B WA ET00 TME#RICHTHIER
DI & A RS FH1I2ESH), 2720, FHEIC
BWTIEBRICEAT 2HAIFEIC L - T, ke Eo
AIPRIC EE ke 2 /4E U S8 5 & ) g ki
IZOWTHMBEERISNOEFTNICB W THRT 5 2 &
BRDOENTWDEGEDRH D,

Implications for the Auditor’s Report

Implications for the Auditor’s Report

(6. EEREE~DOELE)

(7. BEEREE~ORE)

Use of Going Concern Basis of Accounting Is Inappropriate

Use of Going Concern Basis of Accounting Is Inappropriate
(Ref: Para. 21)

€ (1) W2 2R E L THEBEREZERTHZ L
B E TR WS

1), ML E L THMBHEREZIERTHZ L
BEE)TRWER) (5 20 IHEM)

21. If the financial statements have been prepared using the
going concern basis of accounting but, in the auditor’s
judgment, management’s use of the going concern basis of
accounting in the preparation of the financial statements is
inappropriate, the auditor shall express an adverse opinion.
(Ref: Para. A26-A27)

A26. If the financial statements have been prepared using the
going concern basis of accounting but, in the auditor’s
judgment, management’s use of the going concern basis of
accounting in the financial statements is inappropriate, the
requirement in paragraph 21 for the auditor to express an
adverse opinion applies regardless of whether or not the

include disclosure of the

financial statements

20. BEANIE, Mkfed e 2 fliR & L CMBRERDMER S
NTWHEEIT, Mkt Ezaie s L TRREE N
Bt R E T 5 2 E N WU TRV L L7z & &
(ZIE, SENERZEZH L 2T IR B0, 205
A BAHEEO TR ERE ORI XI3IZBW T,
kA3 2 ATHR & L CREE B MBS RER 2 ER T %
T EDNEG)Tau Ll U2 B 2 ok L 22 1 Ui

A25. fikfedEFEA AR & L CIMBRERDMER S T D
AL kR EZE A RITR & U CRE B DU B RE & & TERK
THZ LT L EEA A AVHIE L 72 AT
X, AR ORI S S B RER E RS 5 2
ERRNHEYITH D ERMBHERICERL SN TND &
LTH, F20HEITHEWVEAR NITGERE R 2R3
25
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inappropriateness of management’s use of the going

concern basis of accounting.

725720, (A25TE K ON26TE 2 HR)

BRI E L CMBHREERT 22 &N
) TRWGAIZE, FlxX, RO X H e —EDFEE
INFIET D5 ER 5 5,

- AT E OB L, BAFEORGRA] 7 L
- HAEFRBAMARE ORI L, BAFTEORGRA] 72 L
- WEPEFHe B AR O N T

- DHIEOHEIZ L D FERINE RGO SLT
EBOHEIZ L DB FERIC L SR WERE O

I KD O T IR IZ BT D IR E
- BUHY R X B EEE e

A27. When the use of the going concern basis of accounting
is not appropriate in the circumstances, management may
be required, or may elect, to prepare the financial
statements on another basis (e.g., liquidation basis). The
auditor may be able to perform an audit of those financial
statements provided that the auditor determines that the
other basis of accounting is acceptable in the

circumstances. The auditor may be able to express an

unmodified opinion on those financial statements, provided
there is adequate disclosure therein about the basis of
accounting on which the financial statements are prepared,
but may consider it appropriate or necessary to include an

Emphasis of Matter paragraph in accordance with ISA 706

(Revised)! in the auditor’s report to draw the user’s

attention to that alternative basis of accounting and the

reasons for its use.

4 ISA 706 (Revised), Emphasis of Matter Paragraphs and
Other Matter Paragraphs in the Independent Auditor’s
Report

A26. MkREZEAERHEE U CMBHEREIERTD Z LM
HE)TRWGAIT, e E L, ¥ piies LT
W R UMD FENE (1] 20, IR ([ZESWTER
THEOBERENTWAUTEIRT HZ L3 5,
S NI, M OFEERZ DRIICB W TZ AR T
DLW LTl ZIiE, YHRMBHEEROERLE
M52 ENTELHEERD D, BN MEHER
DMERK SV TW DD FEHEIZ DWW T Y] 72 BAR 2 &
ALTWAUE, HEEWEERITS L CERERE LA £
HTELZ RN, Yo EEER ZE DM
DI 2B #EROFHEOEE LT 5
7o, BEAEEZ B AWMEET6 MNEE NDEA
WAEFICTHB T R FHEX Sy & EOMOFIHX S )
ICHERLL €, BEEAEEICHMFAFHE AT DL Z
ENHEY IMNBETHLEBZ2HZ BB 5,

Use of Going Concern Basis of Accounting Is Appropriate but

a Material Uncertainty Exists

Use of the Going Concern Basis of Accounting Is Appropriate
but a Material Uncertainty Exists (Ref: Para. 22-23)

€ (2) ML ARE L CHBEREZIERTHZ L
AEE)TH DM, BEERFHEEENBD b DEE)

€©2) WX AaRe L CHBHERELERT R 2L
DEEITH D, EELRAFHEEENRRBRD 5NIH5E)
(2138 K OV 22TH B )

A28. The identification of a material uncertainty is a matter
that is important to users’ understanding of the financial
statements. The use of a separate section with a heading
that includes reference to the fact that a material uncertainty
related to going concern exists alerts users to this

circumstance.

A27. BB ARHEEMORBNIT, FIHENMEER % B
fifd 5 ECEERFHETH D, TG EEORHEICH
THEBRARMENE L) R LEAMA LRSI
BWT, EERNHEEMEICHET D ERA~FIHE DT
BErMiEd 25, ok, YA LICE LTI, @S
D MBS ORI LT3 » THEEET 5,
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A29. The Appendix to this ISA provides illustrations of the
statements that are required to be included in the auditor’s
report on the financial statements when International
Financial Reporting Standards (IFRSs) is the applicable
financial reporting framework. If an applicable financial

the

illustrative statements presented in the Appendix to this

reporting framework other than IFRSs is used,

ISA may need to be adapted to reflect the application of the

other financial reporting framework in the circumstances.

A28. R

FOMERIL, R EORTRICET 5 EE
&K%%ﬁ#mw%h\w e ORI BN T
MEHERICEONEELZETLTH I ENRDHNT
WAHSEEDERREEDO M TH D, KIEEDN
FrIZ o DXL, MBS OPSHAIZ A, EEE
ET 5,

A30. Paragraph 22 establishes the minimum information
required to be presented in the auditor’s report in each of
the circumstances described. The auditor may provide
additional information to supplement the required

statements, for example to explain:

* That the existence of a material uncertainty is fundamental
to users’ understanding of the financial statements; '

* How the matter was addressed in the audit (see also

paragragh Al).

15 ISA 706 (Revised), paragraphA2

A29. 2181, HEE/RRNHEFEMEL

- HERAHEFEEDIFLED,

AR D IERLD W Y) T H
L5610, BAWRSFICEEE L20ER 6720
Hﬁ/J\BEODTﬁ%&%m LTW5b, BEAREANIL, 2 b0k
SN TWDHREREMET D721, Bl i, LATICE
T LM RERETLHT L 2 083H 5,

IR D #s a2 % PRAF
THEME L TEETHDLZ &,

c AR E ORI ICEI T 2 FHMBIC S W T OER Eoxtf

s (ALTESR)

Adequate Disclosure of a Material Uncertainty Is Made in the

Financial Statements

Adequate Disclosure of a Material Uncertainty Is Made in the

Financial Statements (Ref: Para. 22)

(BEERTHERMIR D ERFEIEIN TH 56D

(EERTHEEREIROERIPEOTHL5E) (B2l
HZ W)

22. If adequate disclosure about the material uncertainty is
made in the financial statements, the auditor shall express
an unmodified opinion and the auditor’s report shall
include a separate section under the heading “Material
Uncertainty Related to Going Concern” to: (Ref: Para.
A28-A31, A34)

(a) Draw attention to the note in the financial statements that
discloses the matters set out in paragraph 19; and

(b) State that these events or conditions indicate that a
material uncertainty exists that may cast significant doubt
on the entity’s ability to continue as a going concern and
that the auditor’s opinion is not modified in respect of the

matter.

A31. Illustration 1 of the Appendix to this ISA is an example
of an auditor’s report when the auditor has obtained
sufficient appropriate audit evidence regarding the
appropriateness of management’s use of the going concern
basis of accounting but a material uncertainty exists and
disclosure is adequate in the financial statements. The
Appendix of ISA 700 (Revised) also includes illustrative
wording to be included in the auditor’s report for all entities
in relation to going concern to describe the respective
responsibilities of those responsible for the financial

statements and the auditor in relation to going concern.

21. EERARESENE

(2 DWW TS RE R Y) 72 1 RE 2
RENTWAEA., BEENTEREE RAFEH L, I

%%%"Té&%%@ﬁowf&%%%@#ék
(2, BRI T2 ORTHRIC T 2 BE R

K%%éj&moﬁML%ﬁbsz%ﬁﬁ‘%ﬁﬁ
EORMRICET H2EELRAEIEELRDOONDL B R
OYEFEHIIEEANOERICEEZ KFTH DT
RV EERE L uE e H7evy, (A27TIED HA30H
T ON33IES: FR)

A30. A

EOMERICH D306 11k, BE A Dk
¥EruifEs L THBHEELIERT 52 L omEyHic
DOWNWT, AL+ omEy) 2 AR A AT L
TWDH D, BEERARMEEENZD LN HHA T, MH
FERICBWTERRAEIICR SN TS & X DR

WEFEOUHITH D, £, BEREZESWMEE
TO0D AT Ek DB AT H O LHNTIL, MR D RiTE

BT AREZEDOERMTELEEANDEEIZOWVTOR
WBREENTWD

Adequate Disclosure of a Material Uncertainty Is Not Made

in the Financial Statements

Adequate Disclosure of a Material Uncertainty Is Not Made
in the Financial Statements (Ref: Para. 23)

(EERTHERMIR D ERFEHIEY TRVEHE)

(EERAHERIEIR D ELNEY TRVWEE) (22
5
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23. If adequate disclosure about the material uncertainty is not
made in the financial statements, the auditor shall: (Ref:
Para. A32-A34)

(a) Express a qualified opinion or adverse opinion, as
appropriate, in accordance with ISA 705 (Revised)5; and
(b) In the Basis for Qualified (Adverse) Opinion section of
the auditor’s report, state that a material uncertainty
exists that may cast significant doubt on the entity’s
ability to continue as a going concern and that the
financial statements do not adequately disclose this

matter.

5 ISA 705 (Revised), Modifications to the Opinion in the
Independent Auditor’s Report

A32. Illustrations 2 and 3 of the Appendix to this ISA are
examples of auditor’s reports containing qualified and
adverse opinions, respectively, when the auditor has
obtained sufficient appropriate audit evidence regarding
the appropriateness of the management’s use of the going
concern basis of accounting but adequate disclosure of a

material uncertainty is not made in the financial statements.

22. EERARREINEILR DB FHENEE TR WIEE,
B NIT, BEALEEZ B S FET0S DINZEA AN D
B AR BT D RAVFIEA B IZTEW, R
JECTIRERRXIIEENERZRP L, BEARE
FOREE R UIEERE RLORIX 3BT,
Akfe DO RTHTRIC R 5 EE R RHEFIEMENTR D b
HE. AOMBEH#HRICYZFENEYICETL SN T
WRWE ZFLH L2 T U2 5720, (ASTEEAHA33
HE M)

A31. AREMEZOERO ] 2 L3 1, &= FH D
LA E L CUMBEREERT 2 2 L ottt
[ZDOWT, BB AR 00 b) 7o B A R A AT
LTWD s, BHERAHEEEIZOWTOmEY) 2 ERL
NMEFER I STV, [REE L UIE
ENEREZRATIHAOEEREZOIH TH
Do

A33. In situations involving multiple uncertainties that are
significant to the financial statements as a whole, the
auditor may consider it appropriate in extremely rare cases
to express a disclaimer of opinion instead of including the
statements required by paragraph 22. ISA 705 (Revised)

provides guidance on this issue.'®

16 ISA 705 (Revised), paragraph10

A32. D TEIRIRILTIED DAY, EHE R AHEFEN
BHAAEL, TNPMHHRRICKIET RO S D
WEBNEAMNN OS5 581X, BRI,
F21H CER SN TV DRI 2 TR AR &
THZEDNWUEEZDZ END D, BELNERE
SHMAEFTOSE 9N, Z DX ) RGAICET 53K
FHAZED, R ZHREEL TV 5,

Communication with Regulators (Ref: Para. 22—-23)

(BEINBLDaIa=r—g ) FEAHEKOE22
THEHR)

A34. When the auditor of a regulated entity considers that it
may be necessary to include a reference to going concern
matters in the auditor’s report, the auditor may have a duty

to communicate with the applicable regulatory,

enforcement or supervisory authorities.

A33. BlHIPERE IR T D DA AN, BEAMREE
fkfe i E DO RTHIRICEE T 5 EE R RHEFEMEIC O N TE
N 2 BV ZETT 256, BaA N I0E ) 722 HL
ML ala=r—a 75208365,

[

Management Unwilling to Make or Extend Its Assessment

Management Unwilling to Make or Extend Its Assessment
(Ref: Para. 24)

(REE DM 2 M LRV IOIFHES M 2 2R L 72
WEHED

€(3) ®EHNFMEZER LRV XTI 2 ZEE
L7aWEEY (F3mEBM)

24. If management is unwilling to make or extend its
assessment when requested to do so by the auditor, the
auditor shall consider the implications for the auditor’s
report. (Ref: Para. A35)

A35. In certain circumstances, the auditor may believe it
necessary to request management to make or extend its
assessment. If management is unwilling to do so, a
qualified opinion or a disclaimer of opinion in the auditor’s
report may be appropriate, because it may not be possible
for the auditor to obtain sufficient appropriate audit

evidence regarding management’s use of the going concern

23. BEA NI, B A A D3 FEAMG 0 S S UL FEAT I D I e
ZRDIAZ D LT, BEHEN N EITDRWN
GEll, BEAREE~ORELBE L RITHIT RS
720N, (A34TEZFR)

A34. BEENIE. BRE A IR o S0 SO X AEATR I O Ak
RERDODDLZENDLD, BREFNINEITDORN
X, BAENT BEAEREECBWTRERROEK
A IIERAERRAET D2 ERNEURGEARH D,
ZiE, REFBNED T DGR IS ET D
DA DK DIFLENZ DOV T DA RIS | k(b2
ZEITEE L CHBHEREZER T2 2 LT 2 +4
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basis of accounting in the preparation of the financial
statements, such as audit evidence regarding the existence
of plans management has put in place or the existence of

other mitigating factors.

MOMU BRI AE ATTHIENTERNED
ThD,

Communication with Those Charged with Governance

(7. BEEFELELDaIa=Fr—3 3 )

25. Unless all those charged with governance are involved in
managing the entity,® the auditor shall communicate with
those charged with governance events or conditions
identified that may cast significant doubt on the entity’s
ability to continue as a going concern. Such communication
with those charged with governance shall include the
following:

(a) Whether the events or conditions constitute a material
uncertainty;

(b) Whether management’s use of the going concern basis
of accounting is appropriate in the preparation of the
financial statements;

(¢) The adequacy of related disclosures in the financial
statements; and

(d) Where applicable, the implications for the auditor’s

report.

6 ISA 260 (Revised), Communication with Those Charged

with Governance, paragraph 13

24. BEANIT, BEAEEE L ITEARS, BEESZES
MTEAZES (LT TEEARTE] Lno,) 12, &
B 7R ORHRICEE R RBEAE L SEDL L
IRFRITRMICONVWTaI 2= —a V&7
LRITNER BN, EERELDaI a=r—
3 2. T EEDR TR 570,

(1) MEEFG LIRS B 70 Al T 2 k-
HE DD,

(2) MkpiEZaifE s L TR L ER L OF
RTDHZENWEUITHDLNE DD,

(3) Wi FRICB T piEOmYME

() WA BHE, BEREE~OYE

Significant Delay in the Approval of Financial Statements

(8. MEEREROWEEDE LV EIE)

26. If there is significant delay in the approval of the financial
statements by management or those charged with
governance after the date of the financial statements, the
auditor shall inquire as to the reasons for the delay. If the
auditor believes that the delay could be related to events or
conditions relating to the going concern assessment, the
auditor shall perform those additional audit procedures
necessary, as described in paragraph 16, as well as consider
the effect on the auditor’s conclusion regarding the
existence of a material uncertainty, as described in

paragraph 18.

25. KA, BEHICLDUMBHROMENE L < &
JELTWAHE, BEANE EBIEOHE IOV TERH
L7pFaude 6720, BEAE AN IE, Yk 3 ke i 2
DRI T 5 FG TR & BIRT D ATRetED &
5 EFZZ DA, WISE TER SN TV DB
EEE TR EML, FITHEICRHRHE SN TWDEER
RHEFNMEDIFAEIZE T D EE N DS R~ DL 5
JELRTIUX R B0,

Effective Date

(v @Y

8. This ISA is effective for audits of financial statements for periods ending on or after December 15, 2016.

- AEAEE (0114R12H22H) 13, 20124F 4 A 1 A LIRBRARY 2 FEFERLITMR D BA L OF B LR BIAA 4 % i
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Appendix
(Ref: Para. A29, A31-A32)

Illustrations of Auditor’s Reports Relating to Going Concern

(frég  MEBEESEDORTRICEE T D EEREEFEOIH) (A28 TH, A30 IHAL T A3L IHEM)

[J Iustration 1: An auditor’s report containing an unmodified opinion when the auditor has concluded that a material
uncertainty exists and disclosure in the financial statements is adequate.

[J Iustration 2: An auditor’s report containing a qualified opinion when the auditor has concluded that a material uncertainty
exists and that the financial statements are materially misstated due to inadequate disclosure.

[J Iustration 3: An auditor’s report containing an adverse opinion when the auditor has concluded that a material uncertainty

exists and the financial statements omit the required disclosures relating to a material uncertainty.

PIFOFIL., MG EORHRIZET 2 EEREEDOR IHINFIHEE L TWDIRMO ERENEZEHNL TS,
%ﬁﬁ%@%ﬁs%ﬁﬁi%ﬁﬁggw
AT AL B4 5 EHE L LM E - R
AN D) FOVERK
X5y
BNl e SR 1 1 HY 1 1) HY T )
SER7 I GRANA
Sl 2 [ 8 £ 1 1 L T Bl) HY
- - (R4)
X3 AR I L T ) HY L
s 4 R L A3 5) — —

Illustration 1 — Unmodified Opinion When a Material Uncertainty Exists and Disclosure in the Financial Statements

Is Adequate

el 1) BEERTHEEENED b, MEERICBVTETAEIICR SN TV ARAICR T 2 EREHES
RoOBEERESE

For purposes of this illustrative auditor’s report, the following circumstances are assumed:

B DHIHE & 72 DKL

* Audit of a complete set of financial statements of a listed entity using a fair presentation framework. The audit is not
a group audit (i.e., ISA 600' does not apply).

* The financial statements are prepared by management of the entity in accordance with IFRSs (a general purpose
framework).

* The terms of the audit engagement reflect the description of management’s responsibility for the financial statements
in ISA 210.2

* The auditor has concluded an unmodified (i.e., “clean”) opinion is appropriate based on the audit evidence obtained.

* The relevant ethical requirements that apply to the audit are those of the jurisdiction.

* Based on the audit evidence obtained, the auditor has concluded that a material uncertainty exists related to events
or conditions that may cast significant doubt on the entity’s ability to continue as a going concern. The disclosure of

the material uncertainty in the financial statements is adequate.

o BHAEOBEIER R OPEACHEI L CTER S -2 Mo BNOMBE#EROEETH D, 4
BRI, IV —TEAETIERY (Thebb, BAEKERE WA EC [ 7V — 7B (XA I
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A OPHAAIZ BN T, kR EORIRICET 2 EER REEELIRBD DD 5EE, WK
ONREEELT DI ENROLN TS,

BRI EICRBOC, BERAEZEAMEE20 BEXEFOZNKMOEE) OMBHRICKT %
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* Key audit matters have been communicated in accordance with ISA 701.

* The auditor has obtained all of the other information prior to the date of the auditor's report and has not identified
a material misstatement of the other information.

* Those responsible for oversight of the financial statements differ from those responsible for the preparation of the
financial statements.

* In addition to the audit of the financial statements, the auditor has other reporting responsibilities required under

local law.

'ISA 600, Special Considerations—Audits of Group Financial Statements (Including the Work of Component Auditors
2ISA 210, Agreeing the Terms of Audit Engagements

oy asRT 2 HIEICESHTNWD,

« EAEREREZESWEFRTONIME> T, BEA LOFERKRFFHZRET L2 L0 ROLNATVD

« 2HEEEAERSREXETL S,
« EAEANT MBHROEEIDNAT, S

FICHASL DM OBMEELEEHT D,

INDEPENDENT AUDITOR’S REPORT
To the Shareholders of ABC Company [or Other Appropriate Addressee]

Report on the Audit of the Financial Statements?

Opinion

We have audited the financial statements of ABC Company (the Company), which comprise the statement of financial
position as at December 31, 20X1, and the statement of comprehensive income, statement of changes in equity and statement
of cash flows for the year then ended, and notes to the financial statements, including a summary of significant accounting
policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, (or give a true and fair view of)
the financial position of the Company as at December 31, 20X1, and (of) its financial performance and its cash flows for the

year then ended in accordance with International Financial Reporting Standards (IFRSs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report.
We are independent of the Company in accordance with the ethical requirements that are relevant to our audit of the financial
statements in [jurisdiction], and we have fulfilled our other ethical responsibilities in accordance with these requirements. We

believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Material Uncertainty Related to Going Concern

We draw attention to Note in the financial statements, which indicates that the Company incurred a net loss of ZZZ during
the year ended December 31, 20X1 and, as of that date, the Company’s current liabilities exceeded its total assets by YYY.
As stated in Note 6, these events or conditions, along with other matters as set forth in Note 6, indicate that a material
uncertainty exists that may cast significant doubt on the Company’s ability to continue as a going concern. Our opinion is not

modified in respect of this matter.

Key Audit Matters

(58]
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Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the financial
statements of the current period. These matters were addressed in the context of our audit of the financial statements as a
whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters. In addition to the
matter described in the Material Uncertainty Related to Going Concern section, we have determined the matters described
below to be the key audit matters to be communicated in our report.

[Description of each key audit matter in accordance with ISA 701.]

Other Information [or another title if appropriate such as “Information Other than the Financial Statements and
Auditor’s Report Thereon”]

[Reporting in accordance with the reporting requirements in ISA 720 (Revised)—see Illustration 1 in Appendix 2 of
ISA720(Revised).]

Responsibilities of Management and Those Charged with Governance for the Financial Statements*
[Reporting in accordance with ISA 700 (Revised) — see Illustration I in ISA 700 (Revised).”]

Auditor’s Responsibilities for the Audit of the Financial Statements
[Reporting in accordance with ISA 700 (Revised) — see lllustration 1 in ISA 700 (Revised).]

Report on Other Legal and Regulatory Requirements

[Reporting in accordance with ISA 700 (Revised) — see lllustration 1 in ISA 700 (Revised).]

The engagement partner on the audit resulting in this independent auditor’s report is [name]

[Signature in the name of the audit firm, the personal name of the auditor, or both, as appropriate for the particular
Jjurisdiction)

[Auditor Address]

[Date]

3 The sub-title “Report on the Audit of the Financial Statements™ is unnecessary in circumstances when the second sub-title

“Report on Other Legal and Regulatory Requirements” is not applicable.

*Throughout these illustrative auditor’s reports, the terms management and those charged with governance may need to be
replaced by another term that is appropriate in the context of the legal framework in the particular jurisdiction.

SParagraphs 34 and 39 of ISA 700 (Revised) require wording to be included in the auditor’s report for all entities in relation
to going concern to describe the respective responsibilities of those responsible for the financial statements and the auditor

in relation to going concern.
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Illustration 2 — Qualified Opinion When a Material Uncertainty Exists and the Financial Statements Are Materially

Misstated Due to Inadequate Disclosure

2l 2 ) BERAHEESENTEDOOND DDA+ RERBRINTND Z LITX YV MBHERICEBRRER/R
RBHLHEITRIT IRENEERROEERES

For purposes of this illustrative auditor’s report, the following circumstances are assumed:

B DHHE & 72 %KL

Audit of a complete set of financial statements of a listed entity using a fair presentation framework. The audit is
not a group audit (i.e., ISA 600 does not apply).

The financial statements are prepared by management of the entity in accordance with IFRSs (a general purpose
framework).

The terms of the audit engagement reflect the description of management’s responsibility for the financial
statements in ISA 210.

The relevant ethical requirements that apply to the audit are those of the jurisdiction

Based on the audit evidence obtained, the auditor has concluded that a material uncertainty exists related to events
or conditions that may cast significant doubt on the entity’s ability to continue as a going concern. Note yy to the
financial statements discusses the magnitude of financing arrangements, the expiration and the total financing
arrangements; however the financial statements do not include discussion on the impact or the availability of
refinancing or characterize this situation as a material uncertainty.

The financial statements are materially misstated due to the inadequate disclosure of the material uncertainty. A
qualified opinion is being expressed because the auditor concluded that the effects on the financial statements of
this inadequate disclosure are material but not pervasive to the financial statements.

Key audit matters have been communicated in accordance with ISA 701.

The auditor has obtained all of the other information prior to the date of the auditor's report and the matter
giving rise to the qualified opinion on the financial statements also affects the other information.

Those responsible for oversight of the financial statements differ from those responsible for the preparation of
the financial statements.

In addition to the audit of the financial statements, the auditor has other reporting responsibilities required under

local law.
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INDEPENDENT AUDITOR’S REPORT
To the Shareholders of ABC Company [or Other Appropriate Addressee]

Report on the Audit of the Financial Statements®
Qualified Opinion
We have audited the financial statements of ABC Company (the Company), which comprise the statement of financial

position as at December 31, 20X1, and the statement of comprehensive income, statement of changes in equity and statement

MSZEEA N OB REE
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(BTt &0 A At
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of cash flows for the year then ended, and notes to the financial statements, including a summary of significant accounting
policies.

In our opinion, except for the incomplete disclosure of the information referred to in the Basis for Qualified Opinion section
of our report, the accompanying financial statements present fairly, in all material respects (or give a true and fair view of),
the financial position of the Company as at December 31, 20X1, and (of) its financial performance and its cash flows for the

year then ended in accordance with International Financial Reporting Standards (IFRSs).

Basis for Qualified Opinion

As discussed in Note yy, the Company’s financing arrangements expire and amounts outstanding are payable on March 19,
20X2. The Company has been unable to conclude re-negotiations or obtain replacement financing. This situation indicates
that a material uncertainty exists that may cast significant doubt on the Company’s ability to continue as a going concern. The
financial statements do not adequately disclose this matter.

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report.
We are independent of the Company in accordance with the ethical requirements that are relevant to our audit of the financial
statements in [jurisdiction], and we have fulfilled our other ethical responsibilities in accordance with these requirements. We

believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our qualified opinion.

Other Information [or another title if appropriate such as “Information Other than the Financial Statements and

Auditor’s Report Thereon”]

[Reporting in accordance with the reporting requirements in ISA 720 (Revised)—see Illustration 6 in Appendix 2 of

ISA720(Revised). The last paragraph of the other information section in lllustration 6 would be customized to describe the

specific matter giving rise to the qualified opinion that also affects the other information.)

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the financial
statements of the current period. These matters were addressed in the context of our audit of the financial statements as a
whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters. In addition to the
matter described in the Basis for Qualified Opinion section, we have determined the matters described below to be the key
audit matters to be communicated in our report.

[Descriptions of each key audit matter in accordance with ISA 701.]

Responsibilities of Management and Those Charged with Governance for the Financial Statements’
[Reporting in accordance with ISA 700 (Revised) — see Illustration 1 in ISA 700 (Revised). %]

Auditor’s Responsibilities for the Audit of the Financial Statements
[Reporting in accordance with ISA 700 (Revised) — see Illustration 1 in ISA 700 (Revised). *]
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Report on Other Legal and Regulatory Requirements

[Reporting in accordance with ISA 700 (Revised) — see lllustration 1 in ISA 700 (Revised).]

The engagement partner on the audit resulting in this independent auditor’s report is [name].

[Signature in the name of the audit firm, the personal name of the auditor, or both, as appropriate for the particular
Jjurisdiction)

[Auditor Address]

[Date]

6 The sub-title “Report on the Audit of the Financial Statements™ is unnecessary in circumstances when the second sub-title
“Report on Other Legal and Regulatory Requirements” is not applicable.

7 Or other terms that are appropriate in the context of the legal framework of the particular jurisdiction.

8 Paragraphs 34 and 39 of ISA 700 (Revised) require wording to be included in the auditor’s report for all entities in relation
to going concern to describe the respective responsibilities of those responsible for the financial statements and the auditor

in relation to going concern.

[k % ] [ FH 58]
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Iustration 3 — Adverse Opinion When a Material Uncertainty Exists and Is Not Disclosed in the Financial Statements
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For purposes of the illustrative auditor’s report, the following circumstances are assumed: SO HITTE & 72 DRI
+  Audit of a complete set of financial statements of an entity other than a listed entity using a fair presentation o ESEAEDSOEEOREIER R OPAMAITHEIL L TER S L2 5ERR— Mo — it BRI OB #HER O
framework. The audit is not a group audit (i.e., ISA 600 does not apply). BTHD, UZEEIL, IV —7EETIIRY (Thbb, BEEEESR ESMETC00ITHEH e )

*  The financial statements are prepared by management of the entity in accordance with IFRSs (a general purpose
framework).

* The terms of the audit engagement reflect the description of management’s
statements in ISA 210.

responsibility for the financial

*  The relevant ethical requirements that apply to the audit are those of the jurisdiction.

*  Based on the audit evidence obtained, the auditor has concluded that a material uncertainty exists related to events
or conditions that may cast significant doubt on the entity’s ability to continue as a going concern, and the
Company is considering bankruptcy. The financial statements omit the required disclosures relating to the
material uncertainty. An adverse opinion is being expressed because the effects on the financial statements of such
omission are material and pervasive.

*  The auditor is not required, and has otherwise not decided, to communicate key audit matters in accordance with
ISA 701.

*  The auditor has obtained all of the other information prior to the date of the auditor's report and the matter
giving rise to the adverse opinion on the financial statements also affects the other information.

*  Those responsible for oversight of the financial statements differ from those responsible for the preparation of

the financial statements.
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* In addition to the audit of the financial statements, the auditor has other reporting responsibilities required under
local law.
INDEPENDENT AUDITOR’S REPORT ST SR A 0D B 7
To the Shareholders of ABC Company [or Other Appropriate Addressee] (5]
Report on the Audit of the Financial Statements’
Adverse Opinion EassSwo Rl
We have audited the financial statements of ABC Company (the Company), which comprise the statement of financial [OORAREA]
position as at December 31, 20X1, and the statement of comprehensive income, statement of changes in equity and statement [F2Ep4 ]
of cash flows for the year then ended, and notes to the financial statements, including a summary of significant accounting [(BE A N DEA]
policies.
In our opinion, because of the omission of the information mentioned in the Basis for Adverse Opinion section of our report, <HEEEERS (H1)
the accompanying financial statements do not present fairly (or do not give a true and fair view of), the financial position of
the Company as at December 31, 20X1, and of its financial performance and its cash flows for the year then ended in
accordance with International Financial Reporting Standards (IFRSs). I IE R
YEEAENT, OOMASHOXEXA X AND XEXH X HE TOFRERFEOMBEFHR., T74bb
Basis for Adverse Opinion xR, HRHES, MEBARGSLEHGFEE, Sy v o - 7o —3tEEROCEERSF T2 S
The Company’s financing arrangements expired and the amount outstanding was payable on December 31, 20X1. The TR DIEFTCIZI DWW TR 21T o 77,
Company has been unable to conclude re-negotiations or obtain replacement financing and is considering filing for WEEAVE N L. FEROMBEEEN. [REEDHOMBIL (12308 L SEOMEEEFR I MF T EEpt

bankruptcy. This situation indicates that a material uncertainty exists that may cast significant doubt on the Company’s ability

\ZHE T W R ORTRICEET AN SN TV W=, [EH S AMBEEHE O (E2) ]
IZHEHL L T, S4EO XX A X BEREOSOMBURREW R H 2 & - T T3 2 FEFEE ORE R
BEAOF Yo s 70—ZMIEICRRLTWARNED LR D,

to continue as a going concern. The financial statements do not adequately disclose this fact.

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report.
We are independent of the Company in accordance with the ethical requirements that are relevant to our audit of the financial

statements in [jurisdiction], and we have fulfilled our ethical responsibilities in accordance with these requirements. We AN 1E L O AR ML
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our adverse opinion. X4 3 H 31 HBEIEICBW TSHIIEBRERORRTHY . /-, —FLUNEETEOHENLOOBH
M0 Mkt EEORHRICEERERZECSED X RRUBFEL TRY, Stz EET 572
O DEABFIED HIBMIL S TR fkE O RITEIZ B9 2 BB RHERMEDN RO b D05, W
BRERITIT, BEFEMTSEL S TR,

BEEARBENT, BAEIZBWT—RICAEZY LRBO LN EADKEEITEN L CTEELITo70, &

Other Information [or another title if appropriate such as “Information Other than the Financial Statements and
Auditor’s Report Thereon”]

[Reporting in accordance with the reporting requirements in ISA 720 (Revised)—see Illustration 7 in Appendix 2 of
ISA720(Revised). The last paragraph of the Other Information section in lllustration 7 would be customized to describe the

specific matter giving rise to the adverse opinion that also affects the other information.) BOREEICB T 2 UETEAORME, MEHEH#HROERICBT EEANORE] (SRS TN D,

YEATENZ, BRI DREEMBEICET 2 REICHE > T, KNI L T, 72, BEEA
Responsibilities of Management and Those Charged with Governance for the Financial Statements'’ DFDMOMHE EOBFEA B LTV A, YSEEEE AT, Rl EE REFHOR L 72 54 0ol 7
[Reporting in accordance with ISA 700 (Revised) — see Illustration 1 in ISA 700 (Revised). '] BRI E AT L7 Ml LT B

Auditor’s Responsibilities for the Audit of the Financial Statements
[Reporting in accordance with ISA 700 (Revised) — see lllustration 1 in ISA 700 (Revised).]

MR D RE B W ONT AR K O BRSO BT

Report on Other Legal and Regulatory Requirements
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[Reporting in accordance with ISA 700 (Revised) — see lllustration 1 in ISA 700 (Revised).] [REy FAETS B SR E 700 OERFIH|ICHE - T — R L ETR B SWibsE BT A 1 &
[Signature in the name of the audit firm, the personal name of the auditor, or both, as appropriate for the particular BEAT L UETR B AWE R 700 45 31 THIL., 2 TOMREEZ R L LT, R OMeE %o B4 2 BT

Jjurisdiction)
[Auditor Address)
[Date]

? The sub-title “Report on the Audit of the Financial Statements™ is unnecessary in circumstances when the second sub-title
“Report on Other Legal and Regulatory Requirements” is not applicable.

10 Or other terms that are appropriate in the context of the legal framework of the particular jurisdiction.

" Paragraphs 34 and 39 of ISA 700 (Revised) require wording to be included in the auditor’s report for all entities in relation
to going concern to describe the respective responsibilities of those responsible for the financial statements and the auditor

in relation to going concern
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