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Impact of COVID-19 on Accounting and Audit Considerations

The expansion of the new coronavirus infection has had various impacts, such
as temporary shutdown of factories and starting of employees working from
home as company's business activities.

They will make an impact on financial closing and audit timeline of Japanese
companies in Thailand for the year ending March 31, 2020, and in particular, it
is necessary to pay attention to the following matters in accounting and audit.
The following matters are considered to be generally noted at this moment, so
there is a possibility to be considered additionally due to the change of
circumstances in near future.



(1) Extension of financial closing and audit timeline due to restrictions on
auditor’s fieldwork

In case of a delay is expected in financial closing and audit timeline due to
restrictions on auditor’s fieldwork or working from home, the company should
re-arrange their timeline and the due date of audit report.

(2) Check the reliability of information such as electronic media

If auditor’s fieldwork to the company is restricted, it is assumed that the
company will copy or scan original documents to submit them to auditors as
audit evidences, or that the auditor will utilize the information that the
company has downloaded from its own data. In such cases, in order to verify
the reliability of those electronic information, additional audit procedures may
be performed; evaluating and examining internal controls related to
composing and managing of documents converted into electronic media, or
reviewing such original documents when it is possible to visit the company if
necessary.

(3) Additional audit procedures relating to a delay in sending and collecting
confirmation letters

Due to the impact of infectious diseases of the new coronavirus, it is assumed
that financial institutions and companies located overseas may not be able to
provide an answer to confirmation letters since their suspension of business
or their delayed operations. In this case, it is considered that auditors will
perform additional audit procedures on whether to collect the confirmation
letters or whether an alternative audit procedure is required based on the
situation of the companies.

(4) Additional consideration on valuation of assets and provision

Due to the reduction or suspension of business activities, deterioration of
future cash flow and the possibility of a decline in future taxable income
estimates caused by the new coronavirus infection, the valuation of assets
and setting provision may be needed. In such cases, it is necessary to
estimate how much impact the new coronavirus infection has brought to the
company at the year-end and consider if the company should reflect such
impacts on their financial statements of the current fiscal year.

(5) Going concern

Financial statements are prepared on a going concern basis unless
management intends either to liquidate the entity or to cease trading, or has
no realistic alternative but to do so. The assessment as to whether the going
concern basis is appropriate takes into account events after the end of the
reporting period.

If this fundamental is likely to collapse due to a significant deficit or fund
shortage due to the new coronavirus infection, it will be necessary for
management to consider the appropriateness of preparing financial
statements on a going concern basis. When management is aware of material
uncertainties that cast a significant doubt on the entity’s ability to continue as
a going concern, the entity should disclose those material uncertainties in the
financial statements. In addition, in determining whether or not to note it,
auditors may request additional evidences, such as future cash flow forecasts
and a support letter that guarantee going concern of the company provided
by its parent company.

(6) Restructuring plans
In a difficult economic environment and facing difficulties in obtaining



financing, an entity may be considering or implementing restructuring plans

such as the sale or closure of part of its businesses or the downsizing

(temporarily or permanently) of operations. Plans such as these may require

consideration of a number of issues, including whether:

¢ The entity has a detailed formal plan for the restructuring and has raised a
valid expectation in those affected that it will carry out the restructuring by
starting to implement that plan or announcing its main features to those
affected by it. If and only if both of these criteria are met should a
restructuring provision be recognized; and

e If any part of the business is available for immediate sale in its present
condition and completion of such a sale within one year is highly probable,
the assets and liabilities to be disposed of are classified and assessed as held
for sale.

(7) Breach of covenants

Unstable trading conditions and shortages of cash flows in the affected
regions may increase the risk that entities breach financial covenants. Entities
should consider how the breach of a loan covenant would affect the timing of
repayment of the related loan and other liabilities and how it affects the
classification of the related liabilities at the reporting date.

If a breach occurs on or before the end of the reporting date and the breach
provides the lender with the right to demand repayment within 12 months of
the reporting date, the liability should be classified as current in the entity’s
financial statements in the absence of any agreements made prior to the
reporting date that give the entity a right to defer payment beyond 12 months
after the reporting date.

In contrast, a breach of loan covenants after the reporting date is a non-
adjusting event that should be disclosed in the financial statements if the
information is material. A breach after the reporting date could also affect the
entity’s ability to continue as a going concern.

(8) Subsequent events

Although the expansion of the new coronavirus infection itself is not
applicable to subsequent events for the companies for the year ending March
31, 2020, it is necessary to judge if they are applicable to subsequent events
or not and their impact on the financial statements when companies decided
to close their factories, layoff, made other important decisions or notified
bankruptcy of a customer after April, 2020. Moreover, auditors may request
reasonable evidences for them based on objective facts.

All of the above are likely to have a significant impact on the company's
business and audit timeline. Companies who are applicable to the above
should consult with their auditors and accountants at an early stage.
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