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« Auritors sometims find themselves so dubious about
a company S \nabihty as a going concern that they find themsslves
unable to give an opinion as to the overall fairness of the financial

statements which" rest after all on the implicit assumption that
there is a going business here which can reasonably be expected
to continue operating for an indefinite period in the future ».

« We think: it imperative that such prime candidates for ban-
l;ruptcf:y or reorganization proceedings be spotted at the earlies!
possitle moment so that investors may guidethemselves accor-

dingly.. Therefore. We (SEC) propose to maintain a list of com-
panies whose auditors have deemed Themselves constrained 10

expregs._sesious - reservations about viability and to publish the list

in our Daily News Digest, which has a wide readership in the SEC
urities ‘busiméss -and which financial reporters follow rarefuily. ».

] ¥, » | i

2 .l ¢ o W s o
 y " L i w £ — ida
-d e - fu

2 dodyrislabeds (y)
Altman, Edward and McGough. T.P., « Evalustion of a com-

pany as a Going Concern, » The Joumal of Accountancy, Decem-
ber 1974, PP. 50 —57.
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« This Statement Provides guidance regarding the audltors
cons:deratlons when information comes to his attention that raises

@ question sbout an entitys ability to continue in existense. »
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.« .: When the auditor js examining the Financial Statemcntc
in accordance with GAAS, he would not search for evidential
matter relating specifica

lly to the continued exisstence of the ent-
erprise.. 'However,

neither can the auditor ignore and evidence
matter obtained in the examinnation

the auditor must be aware 'that auditing proc
arily for

As a Consequence,
edures applied prim-
‘o‘t.her- Purpose may provide evidence contradictory to 'the
assumption of coutinued existence. Therefore, in forming an opin-
lonon the financial Statements taken as a whole, the auditor must
evaluate the contrary information in light of and factors  tending
to rhitigate the 'contrary information and also evaluate manage-
ment’s. plans for . resolving. these economie conditions ».
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August, 1983,
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1 — The distribution of the variables for distressed firms
dlffers systematlcally from the distribution of the vari-
abies for the nondistressed firms, and
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. 2 — Theso systematic differences can be capitalized on for
prediction purposes.
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