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IND AS 10 
Question 45: 

ABC Ltd. received a demand notice on 15th June, 20X2 for an additional amount of Rs. 28,00,000 
from the Excise Department on account of higher excise duty  levied  by  the Excise Department 
compared to the rate at which the company was creating provision and depositing the same in 
respect of transactions related to financial year 20X1-20X2. The financial  statements  for  the  year  
20X1-20X2  are  approved  on  10th August,  20X2.  In   July, 20X2, the company has appealed against 
the demand of Rs. 28,00,000 and the company has expected that the demand would be settled at Rs. 
15,00,000 only. Show how the above event will have a bearing on the financial statements for the 
year 20 X1-20X2. Whether these events are adjusting or non-adjusting events and explain the 
treatment accordingly. 

Solution: Ind AS 10 defines „Events after the Reporting Period‟ as follows: 

Events after the reporting period are those events, favourable and unfavourable, that occur between 
the end of the reporting period and the date when the financial statements are approved by the 
Board of Directors in case of a company, and, by the corresponding approving authority in case of 
any other entity for issue. Two types of events can be identified: 

 those that provide evidence of conditions that existed at the end of the reporting period 
(adjusting events after the reporting period); and 

 those that are indicative of conditions that arose after the reporting period (non-adjusting 
events after the reporting period) 

In the instant case, the demand notice has been received on 15th June, 20X2, which is between the 
end of the reporting period and the date of approval of financial statements. Therefore, it is an event 
after the reporting period. This demand for additional amount has been raised because of higher rate 
of excise duty levied by  the Excise Department in respect of goods already manufactured during the 
reporting period.  Accordingly, condition exists  on 31st March, 20X2, as the goods have been 
manufactured during the reporting period on which additional excise duty has been levied and this 
event has been confirmed by the receipt of demand notice. Therefore, it is an adjusting event. 

In accordance with the principles of Ind AS 37, the company should make a provision in the financial 
statements for the year 20X1-20X2, at best estimate of the expenditure to be  incurred, i.e., Rs. 
15,00,000. 

 


