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IAS 10  Events after the reporting period 

 

TIME DURATION  

 

From 
End of the reporting period 

(Year-end) 

   To 
The date when FS are authorised 

for issue by management 
   

   

 Events after the reporting period 
(both favourable and unfavourable events are included) 

 

  

 

Illustration 

The management of an entity completes draft financial statements for the year to 31 December 
2011 on 28 February 2012. On 18 March 2012, the board of directors reviews the financial 
statements and authorises them for issue. The entity announces its profit and selected other 
financial information on  
19 March 20X2. The financial statements are made available to shareholders and others on 1 April 
2012. The shareholders approve the financial statements at their annual meeting on 15 May 2012 
and the approved financial statements are then filed with a regulatory body on 17 May 2012. (IAS 
10) 
 
The financial statements are authorised for issue on 18 March 2012 (date of board authorisation 
for issue). 

 

Illustration 

On 18 March 2012, the management of an entity authorises financial statements for issue to its 
supervisory board. The supervisory board is made up solely of non-executives and may include 
representatives of employees and other outside interests. The supervisory board approves the 
financial statements on 26 March 2012. The financial statements are made available to 
shareholders and others on 1 April 2012. The shareholders approve the financial statements at 
their annual meeting on 15 May 2012 and the financial statements are then filed with a regulatory 
body on 17 May 2012. (IAS 10) 
 
The financial statements are authorised for issue on 18 March 2012 (date of management 
authorisation for issue to the supervisory board). 
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TYPES OF EVENTS  
 

 Adjusting events Non – adjusting events 

Definition 
those that provide evidence of conditions 
that existed at year end 

those that are indicative of conditions 
that arose after the year end 

Treatment 

adjust the amounts recognised in 
financial statements to reflect adjusting 
events 

not adjust the amounts recognised in 
financial statements. However, 
disclose nature and financial effect if 
the event is material.  

Examples 

 Settlement of court case pending at 
year end 

 Information received that a customer 
was bankrupt at year end 

 Evidence found regarding NRV of 
inventories at year end 

 Determination of cost or disposal 
proceeds for assets purchased or sold 
before year end 

 Determination of amount of profit 
sharing or bonus as a result of events 
occurred before year end 

 The discovery of fraud or errors 

 Decline in market value of 
investments due to circumstances 
that have arisen after the year 
end. 

 Any loss caused solely due to 
event happened after year end. 
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EXAMPLE 10A 

ABC Limited is in the process of finalizing its financial statements for the year ended June 30, 
2011. The intended date of authorisation of financial statements is September 15, 2011. The 
following events have happened since June 30, 2011. 
 
(a) On July 12, 2011 information was received that a foreign customer had gone into liquidation 

in May 2011. There are no chances of recovery of this debt now. 
 
(b) On July 15, 2011 the company sold 1,000 units of Product A for only $ 12 per unit. The cost 

per unit was $ 20. However, this Product had been valued at its NRV of $ 15 per unit on 
June 30, 2011 due to damage caused by mishandling on June 25, 2011. 

 
(c) On August 15, 2011 the company sold 1,000 units of Product B for only $ 12 per unit due to 

damage caused by water spoilage on August 05, 2011. The cost per unit was $ 20. 
However, this Product had been valued at its NRV of $ 15 per unit on June 30, 2011.  

 
(d) An asset was purchased and installed on June 27, 2011. However, invoice has been 

received on 5th July 2011. 
 
(e) On 7th July 2011, ABC Limited announced to discontinue producing its Product C due to 

heavy loss which represented 22% of total revenue. 
 
(f) On July 27, 2011 the auditors have pointed out that certain sales invoices were omitted 

from recording during March 2011. 
 
(g) On July 11, 2011 it was discovered that payroll manager had misappropriated $ 10,000 on 

account of fake employees. The management immediately dismissed him and is now 
considering taking legal action against him. He had been company’s employee since 
August 2010. 

 
(h) The furniture worth $ 75,000 was bit damaged due to flood water on August 31, 2011. The 

furniture was in good position on June 30, 2011 
 

Required: 
Classify the above events after the reporting period as adjusting or non-adjusting. 

 

EXAMPLE 10B 

Consider the same data as given in example 5.1 
 
Required: 

What will be the accounting treatment of each event in the financial statements for the year 2011? 
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SPECIAL CASES  

 

Proposed 
dividends 

Always treat as a non-adjusting event 
 
If dividends are declared after the reporting period but before the financial 
statements are authorised for issue, the dividends are not recognised as a liability at 
the end of the reporting period because no obligation exists at that time. Such 
dividends are disclosed in the notes in accordance with IAS 1. 

No Longer 
a Going 
concern 

 
Always treat as an adjusting event 
 
An entity shall not prepare its financial statements on a going concern basis if 
management determines after the reporting period either that it intends to liquidate 
the entity or to cease trading, or that it has no realistic alternative but to do so. 

 

EXAMPLE 10C 

Consider the following issues: 
 
(a) N Limited board of directors announced the dividend for its ordinary shareholders of $0.20 

per share on January 09, 2012 from the profits for the year ended December 31, 2011. 
 
(b) F Limited is in the course of finalizing its financial statements for the year ended June 30, 

2010. Due to international recession the company has lost its major customers. The 
company now intends to cease its business and liquidate the company. 

 
Required: 
Discuss the effect of above on the financial statements of each company. 
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ANSWER 10A 

Adjusting: (a), (b), (d), (f), (g) 

Non-Adjusting: (c), (e), (h) 

 

ANSWER 10B 

(a) The debt shall be written off. 

(b) The inventory shall be valued at $ 12 per unit. 

(c) The inventory shall continue to be valued at $15 per unit. 

(d) The asset shall be recognised in financial statements. 

(e) Being material, only disclosure shall be made. 

(f) The error shall be corrected. 

(g) Loss by fraud shall be recognised and disclosure of litigations shall be made. 

(h) There shall be no impact on financial statements. 

 

ANSWER 10C 

(a) No amount shall be recognised in the financial statements in respect of the dividend 

announced. However, the same shall be disclosed in notes to the financial statements. 

(b) The company should not prepare the financial statements on a going concern basis. It must 

also disclose the fact that the financial statements have not been prepared on going 

concern basis. 

 
Dated: 15 August 2016 


