Going Concern Evaluation Memo
	Client: [Client Name]
	Period end: [MM/DD/YYYY]

	Prepared by: [Initials] Date: [MM/DD/YYYY]
	Reviewed by: [Initials] Date: [MM/DD/YYYY]

	W/P reference: [Ref]
	Engagement: [Audit / Review / Compilation]



Purpose: document management’s going concern evaluation under ASC 205-40, the auditor’s evaluation under AU-C 570 and the effect on disclosure and on the auditor’s report. Complete on every audit, even where no conditions are identified.
1. Look-ahead period
	Item
	Detail

	Balance sheet date
	[MM/DD/YYYY]

	Expected date the financial statements are issued / available to be issued
	[MM/DD/YYYY]

	End of the look-ahead period (one year after the date above)
	[MM/DD/YYYY]

	Did management perform and document its own evaluation? (W/P ref)
	[Yes / No]

	Period covered by management’s evaluation, if shorter than required — action taken
	



2. Conditions and events
Consider conditions and events in the aggregate. A “Yes” does not by itself mean substantial doubt exists; describe the condition and its size relative to the entity’s resources.
	Condition or event
	Yes / No / N/A
	W/P ref / evidence
	Initials / comments

	Recurring operating losses or negative cash flows from operations
	
	
	

	Working capital deficiency or negative equity
	
	
	

	Debt maturing within the look-ahead period without realistic plans to refinance or repay
	
	
	

	Breach of loan covenants, default, or waivers obtained only for a short period
	
	
	

	Loss of a major customer, supplier, franchise, license or key personnel
	
	
	

	Dependence on continued support from owners, a parent or a single funding source
	
	
	

	Arrears in dividends, payroll taxes or other statutory obligations
	
	
	

	Denial of usual trade credit; suppliers requiring cash on delivery
	
	
	

	Significant litigation, regulatory action or uninsured catastrophe
	
	
	

	Adverse key financial ratios or forecasts showing cash shortfalls
	
	
	

	Industry, market or legislative changes that threaten the business model
	
	
	

	Need to dispose of substantial assets or restructure debt to keep operating
	
	
	



Summary of conditions identified and why they do or do not raise substantial doubt: ______
3. Management’s plans (complete only if substantial doubt is raised)
ASC 205-40 allows management’s plans to alleviate substantial doubt only if it is probable the plans will be effectively implemented within the look-ahead period, and probable that, once implemented, they will mitigate the relevant conditions. Evaluate each plan separately.
	Plan (e.g. new financing, asset sale, cost reductions, owner support)
	Probable of implementation? Evidence
	Probable to mitigate? Evidence
	W/P ref

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	



	Procedure
	Yes / No / N/A
	W/P ref / evidence
	Initials / comments

	Obtained and evaluated management’s cash flow forecast for the look-ahead period
	
	
	

	Assessed the reliability of the underlying data and the reasonableness of assumptions (compared with past results, budgets vs actuals)
	
	
	

	Read signed financing agreements, commitment letters or support letters; assessed the ability of the supporting party to perform
	
	
	

	Considered events after the balance sheet date that affect the plans
	
	
	

	Requested written representations on management’s plans and their feasibility
	
	
	



4. Conclusion
	Conclusion (select one)
	Mark

	A. No conditions or events raise substantial doubt
	

	B. Substantial doubt raised, but alleviated by management’s plans
	

	C. Substantial doubt exists (not alleviated)
	



Basis for conclusion: ______
5. Disclosure and reporting
	Item
	Yes / No / N/A
	W/P ref / evidence
	Initials / comments

	B: footnote describes the principal conditions, management’s evaluation of their significance, and the plans that alleviate the doubt
	
	
	

	C: footnote states there is substantial doubt about the entity’s ability to continue as a going concern within one year after the date the statements are issued (or available to be issued), and describes the conditions, management’s evaluation and plans
	
	
	

	C with adequate disclosure: report includes a separate going concern section (AU-C 570); opinion remains unmodified
	
	
	

	Disclosure inadequate: qualified or adverse opinion considered (AU-C 705)
	
	
	

	Unable to obtain sufficient appropriate evidence to form an opinion: disclaimer considered (AU-C 705); document reasons
	
	
	

	Communicated with those charged with governance (AU-C 260 / AU-C 570)
	
	
	

	Effect of any delay in approving the statements considered
	
	
	



	Role
	Name / initials
	Date (MM/DD/YYYY)

	Prepared by
	
	

	Reviewed by (manager)
	
	

	Engagement partner
	
	



Free template from CORAA (coraa.ai/us/templates). Draft for professional judgment: adapt it to the engagement and your firm’s methodology, have legal counsel review where needed, and check it against current AICPA, FASB and other applicable requirements before use.
