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Abstract

The research aims to shed light on the procedures followed by the external auditor through

the use of liquidity indicators, extracted from the cash flow statement in assessing the continuity of the eco-
nomic unit. Through which the external auditor infers, in determining the continuity of the economic unit?
The researchers completed the practical side through the study of its analysis focused on the analysis of the
financial reports of the unit in question represented in the “Babylon Hotel” based on the liquidity ratios ex-
.tracted from the cash flow statement

An assessment of the continuity of economic units has been reached based on International Auditing Stand-
ard 570. The liquidity ratios derived from the cash flow statement are the best of the measures obtained on
an accrual basis in measuring the ability of an economic unit to continue in accordance with International
Auditing Standard 570. As for the most prominent recommendations, the external auditor should, when au-
diting the Babylon hotel, put a paragraph explaining continuity units for the next (12) months. When the
external auditor evaluates the continuity of the unit in accordance with ISA 570, the unit must be an entity
that continues in carrying out its activity (a period not exceeding one financial year after the ended period),
and is not compelled or there is no doubt about the continuity of the unit or has the intention of liquidation
or downsizing implementing them or searching for means of protection from creditors in accordance with

.laws and regulations

Keywords: auditor, financial reports, international auditing standard (570), accounting rule
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1-FASB, (1987), “Statement of Cash”, Statement No.95, Stamford, Conn., FASB, par.5.

2-Weygandt,Donald E Kieso Paul D Kimmel & Jerry J,, Accounting principlesth, John Wiley & Sons, Inc,(2003), Financial Reporting .
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