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What are the effects of the COVID-19
pandemic on your business ?
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Going Concern Assessment
L E TS

Question to consider:-

S—

Are there sufficient analysis performed by
management on the operating and financial

statement arising from the occurrence of
COVID -19?
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4 ) » Drop in demand as a result from reducing customer A
External base.
factors o % PRI ST T R R A
HNLE R 2 » Lower productions due to limited supply of material.
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Internal * [nability to pay creditors on due dates.
factors o TLVETIHAELIE AN -
Lo  Management intention to cease operations.
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Impact on loan covenant SFHEEkELIHFN S5

Potential breach of loan covenants. Loan repayment terms may change.
BT RLI A RENE TAEH KM A e =T o
Material adverse change clauses. Loan may become repayable on
FRAFIEELH . Q demand.
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Any waiver or change in loan Management should consider how it
covenants obtained? affects the classification of the related

liabilities at the reporting date.
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Renegotiation of terms for existing borrowings
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Other entities may negotiate with their banks
to defer repayment or extend existing term
loan repayment.
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SMEs may exercise the 6-month
moratorium for bank loan repayment.

Substantial - modification  (>10%): De- Modification (<10%): Account for the
change in terms as a modification of the
original financial liability.

recognise existing liability and recognise

a new financial liability.
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Revenue (X \)

Many industries have been severely impacted during
COVID-19 pandemic. During the MCO lockdown, business
activities have been suspended for months, which leads to
zero income during MCO for certain businesses. Besides,
development and construction projects have been delayed
resulted in contractors paying penalties or contract

modifications.
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Implication on revenue-cycle asset
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« Dramatic drop in sales demand or reluctance from customer to settle debts as a consequence of COVID-19 outbreak can

greatly impact assets related to revenue cycle including receivables, contract assets and inventories.
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* Those assets may need to be written down to their realisable amount.
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« Companies also need to consider carefully whether new and existing contracts meet the existence criteria in MFRS 15 Revenue

from Contracts with Customers. This may impact their assessment of whether to recognise revenue and receivables or contract

assets.
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Other implications
NN AL

Impairment of tangible and intangible assets

18 A T2 5 B T 587 B E

Expected credit loss or incurred losses
FUA{E H 5%

Inventory measurement and valuation

fFREfE

Modification of lease arrangements
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Additional disclosure for forecasts and estimates
TR AN -0 795

Capitalisation of borrowing cost
fir K Bl FH B2 AL
and many more...
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We are
professional

accountants,

For more information, please visit: e
P ' advisor in

https://www.ecovis.com/my/ Malaysia !

&
Follow and Like us on our Facebook Page for more updates! n

Contact us BERIRA]

B Kuala Lumpur (HQ) =61 B Jchor Office 1% B Penang Office &1 B Sabah Office 72
Tel -03-79811799 Tel :07-5629000 Tel :04-226 7210 Tel :088-231790
Fax -03-7980 4795 Faox :07-23629090 Fox - 04-226 22112 Fax :0B8 - 266 842
Email - kuala-lumpur@ecovis.com.my Email : jochor@ecovis.com.my  Emaqil : penang(@ecovis.com.my  Email : saboh@ecovis.com.my

The information contained in the article is for guidance only and is not exhaustive. The information is provided gratuitously and without liability. Ecovis Malaysia
shall not be liable for any loss or damage caused by the usage of or reliance on the information and guidance provided in this article and other information provided
by Ecovis Malaysia and it's websites. Professional advice and assistance must always be obtained before you act on any of the guidance provided. Please refer to
the respective source of information, legislation and the regulatory authorities for authoritative guidance.



