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""Integrity in financial reporting is found less in the answers provided
and more in the rigour with which the questions were asked."

In the world of corporate financial reporting, one truth holds firm, year-end is not a mathematics exam. It is an exercise in judgement.

The numbers that flow automatically from the accounting system are the easy part. The real weight of a balance sheet rests in the
grey areas, the assumptions that require a steady hand and a clear eye. In today's volatile and dynamic economic climate, those
grey areas have widened. Here are the specific judgements that deserve a second, razor sharp look
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GOING CONCERN: BEYOND THE FORECAST

The assessment of whether a business can survive the next
twelve months can no longer be a perfunctory exercise.

The judgement: Is the "foreseeable future” stress tested, or
merely assumed?

Human translation: If sales drop 15% and the bank tightens its
belt, can the business make payroll and meet loan covenants?

Areas to focus on: The headroom in bank facilities. A forecast
that shows smooth sailing is less valuable than a scenario
analysis that shows how rough the seas can get before the
ship takes on water.

ASSET IMPAIRMENT: THE PERPETUITY TRAP

With asset values fluctuating wildly and technology becoming
obsolete overnight, the models used to value long term assets
require scrutiny.

The judgement: Value in use assumptions, specifically the
terminal growth rate.

Human translation: Are we assuming this asset will show
perpetual growth at a rate that defies economic reality?

Areas to focus on: The tiny, seemingly innocuous growth rate
applied in the distant future of a cash flow model. A fraction
of a percent too optimistic can hide a material impairment
loss.
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REVENUE: ARE YOU THE OWNER OR THE
MIDDLEMAN?

This is the most deceptive line on the income statement
because it drives valuation multiples.

The judgement: Principal vs agent consideration.

Human translation: When the customer pays, is that cash in
its entirety or partially ours, or are we just holding most of it
for someone else and keeping a fee?

Areas to focus on: Operational reality, not just legal wording.
If you are the one the customer calls when something goes
wrong, you are likely bear the risk and that changes how
much revenue you should actually report.

PROVISIONS: DON'T HIDE IN THE FOG

From litigation to cyber breaches, the list of potential liabilities
is long.

The judgement: Probability and measurement.

Human translation: How likely is this bad thing to happen,
and can we put a sensible range on the cost?

Areas to focus on: Precision is impossible, but estimation is
mandatory. A vague footnote stating "we are defending this
matter vigorously” without a bracket of potential financial
impact is not transparency, it's a fog machine.




\R22

Auditing

CLIMATE AND DEPRECIATION:

THE SILENT WRITE DOWN

Environmental regulation and market shifts impact how long machinery and buildings remain useful.

The judgement: s the "foreseeable future” stress tested, or merely assumed?

Human translation: If sales drop 15% and the bank tightens its belt, can the business make payroll and meet loan covenants?

Areas to focus on: The headroom in bank facilities. A forecast that shows smooth sailing is less valuable than a scenario analysis
that shows how rough the seas can get before the ship takes on water.

ciosmoview .

Financial statements demand no crystal ball, they demand defensible assumptions. The boundary between a faithful
representation and a hollow compliance exercise is drawn with a single stroke, the discipline to document not only what
judgement was made, but why it was preferable to the alternatives set aside. In financial reporting, as in all professional
disciplines, the weight of a decision is measured by the strength of the reasoning left on the record.
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How can we help

At RAA Auditing, we take pride in delivering audit and assurance services which go beyond regulatory requirements. We provide
expertise by, enhancing transparency, and support informed decision-making by providing reliable assurance. We offer extensive
expertise and a commitment to quality, ensuring that your stakeholders can rely on your financial reporting.

wWho we are
RAA Auditing is a UAE registered audit firm which has experience in the multi jurisdictional regime, within the country, from the north
of UAE at Ras Al Khaimah Economic Zone to the south at Abu Dhabi Global Market.

Our teams are internationally trained, certified auditors, who bring a breadth of skills and expertise, coupled with a personalized
approach and a commitment to service excellence.

Our audits aim to help clients mitigate risk, improve operational efficiencies, and safeguard their business by providing clarity on
issues that matter.
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