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Introduction
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• A wider range of entities could 

benefit from RST

• Going concern assessments

• S172 responsibilities 

• Wrongful trading

• Robust evidence for lenders
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• Recap on stress testing

• What is RST?

• Key questions

• Severity and plausibility

• Using RST in going concern 

assessments

What is 
reverse stress 
testing?



Why is it 
useful?

© ICAEW 2020

• Government schemes 

• Business plans and risk 

assessment

• Risk model limitations

• Tail risks

• Stress testing bias

• Early warning system

• Going concern assessments



How is it done?
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Assess the 

likelihood

Quantify the 

financial deficit

Identify a range 

of scenarios 

Identify the pre-

defined outcome 
to be tested 

Mitigate 

the risk



Example: 
coffee 
shop
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• Identify the pre-defined 

outcome to be tested 

• Identify a range of scenarios 

• Quantify the financial deficit

• Assess the likelihood

• Mitigate the risk



Where 
to start
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• Cause

• Consequence

• Impact



COVID-19 
scenarios
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• Operational

• Structural

• Financial

• Time horizon



Disclosures
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• Impact on forecasting

• Changes to risk assessment 

or strategic plans

• Disclose alongside stress 

tested scenarios

• Quantified disclosures



Going concern 
and auditing
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• Interaction with going 

concern assessment

• Material uncertainties

• Auditor challenge



Q&A
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Thank you for attending 

Contact the Audit and 

Assurance Faculty .

Phone: +44 (0)20 7920 8493

Email: tdaf@icaew.com

Web: icaew.com/AAF 

Please take the time to fill 

out our short survey: 

Survey link

ICAEW will not be liable for any reliance you place on the information in this presentation. You should seek independent advice. 
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This webinar is presented by the Audit and Assurance Faculty. Audit and Assurance Faculty membership 

gives you access to exclusive premium resources including our regular magazine, webinars, discount on 
events and conferences and extensive online resources to support your career.

For more information about faculty membership and our latest joining offers, please visit 

icaew.com/joinaaf or for more information about Faculties Online, please visit icaew.com/subscribefo.

� icaew.com/coronavirus/audit

Our Coronavirus and audit hub:
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