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AS 4:  CONTINGENCIES AND EVENTS OCCURRING AFTER THE 

BALANCE SHEET DATE 

DEFINITIONS 

1. A contingency is a condition or situation, the ultimate outcome of which, gain or loss, will be 

known or determined only on the occurrence, or non-occurrence, of one or more uncertain future 

events. 

 

2. Events occurring after the balance sheet date are those significant events, both favourable and 

unfavourable, that occur between the balance sheet date and the date on which the financial 

statements are approved by the Board of Directors in the case of a company, and, by the 

corresponding approving authority in the case of any other entity. 

 

For example, for the year ending on 31st March 2018, financial statement is finalised and approved 

by the Board of the directors of the company in its meeting held on 04th July 2018. In this case the 

events taking place between 01st April 2018 to 04th July 2018 are termed as events occurring after 

the balance sheet date. 

Two types of events can be identified: 

(a) Adjusting events: Those which provide further evidence of conditions that existed at the 

balance sheet date; and 

(b) Non-Adjusting events: Those which are indicative of conditions that arose subsequent to the 

balance sheet date. 
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EXPLANATION – CONTINGENCIES 

 CONTINGENT GAINS are not recognised in financial statements since their recognition may 

result in the recognition of revenue which may never be realised.  

 

However, when the realisation of a gain is virtually certain, then such gain is not a contingency and 

accounting for the gain is appropriate. 

 

 

CONTINGENCIES 

Existing at B/S 
date 

Contingent gains 

No accounting 

Contingent loss 

If loss is probable, 
provision should 

be made 

No counter claim 
against third party, 

full provision is 
made 

Counter claim 
exists against third 

party, net 
provision is made 

If loss is 
reasonably 
possible, 

disclosure in the 
notes is made 

If possiblity of loss 
is remote 

After B/S date 

No accounting 
treatment is 

required, neither 
by way of notes 
nor provisioning 
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If there is conflicting or insufficient evidence for estimating the amount of a contingent loss, then 

disclosure is made of the existence and nature of the contingency. 

Sometimes, the companies the following by way of notes. even though the possibility that a loss to 

the enterprise will occur, is remote to enable better users of financial statements take decision: 

 The existence and amount of guarantees,  

 obligations arising from discounted bills of exchange and similar obligations undertaken by an 

enterprise  
 

EXPLANATION – EVENTS OCCURING AFTER B/S DATE 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Events occurring after the balance sheet date may indicate that the enterprise ceases to be a 

going concern.  For example, a major fire broke out in factory after balance sheet date. 

 

 It may indicate a need to consider whether it is proper to use the fundamental accounting 

assumption of going concern in the preparation of the financial statements.  

In case the going concern assumption is not valid (based on events occurring after the 

balance sheet date), the financial statements are prepared on a liquidation basis (As 

explained in AS 1).  

 Example: A customer facing financial 

difficulty before balance sheet date, became 

insolvent after B/S date. 

 

 Adjustments to assets and liabilities are 

required for events occurring after the 

B/S date that provide additional information 

affecting the determination of the amounts 

relating to conditions existing at the B/S date. 

Events 

occurring after 

balance sheet 
date 

Adjusting 

event 

Non adjusting 
event 

 Example: Fire in the godown, fall in value  

of investment after B/S date. 

 

 Adjustments to assets and liabilities are 

not appropriate for events occurring after 

the balance sheet date, if such events do not 

relate to conditions existing at the balance 

sheet date. 

 

 If any such event is significant, they may have 

to be disclosed in the report of the approving 

authority to enable users of financial statements 
to take proper decisions.  
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 There are events which, although take place after the B/S date, are sometimes reflected in the 

financial statements because of statutory requirements or because of their special nature.  

 

For example, If dividends are declared after the balance sheet date but before the financial 

statements are approved for issue, the dividends are  not recognised as a liability at the balance 

sheet date because no obligation exists at that time. Such dividends are disclosed by way of the 

notes.  

 DISCLOSURES OF EVENTS OCCURING AFTER BALANCE SHEET DATE 

Disclosure of events occurring after the balance sheet date requires the following information should 

be provided: 

(a) The nature of the event; 

(b) An estimate of the financial effect, or a statement that such an estimate cannot be made. The 

financial statements should disclose: 

 The accounting policies adopted in measuring inventories, including the cost formula used; 

and 

 

 The total carrying amount of inventories together with a classification appropriate to the 

enterprise. 

 


