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Accounting Standard (AS) 4

frevised-1995)(Revised 2012)

Gentmgenetesz—and—Events Occurring After the Balance
Sheet Date?

The following is the Exposure Draft of the limited revisions to Accounting Standard (AS)
4, Contingencies and Events Occuring After the Balance Sheet Date. The limited
revisions are proposed due to the following reasons:

(i) To harmonise the requirements of AS 4, Contingencies and Events Occuring After
the Balance Sheet Date, with the requirements of the revised Schedule VI to the
Companies Act, 1956. As the disclosure of provision for proposed dividends is not
required in the revised Schedule VI to the Companies Act, 1956, paragraphs 8.5
and 14 have been modified..

(i) Since the paragraphs dealing with contingencies were already substantially withdrawn
by the ICAlI when AS 29 became mandatory the provisions dealing with contingencies
are deleted from AS 4

(iii) To disclose the non-adjusting events occurring after the balance sheet date in the
financial statements instead of in the report of the approving authority with a view to
promote transparency in financial statements.

The changes made in the standard are indicated in track-changes mode.

The Board invites comments on any aspect of this Exposure Draft. Comments are most
helpful if they indicate the specific paragraph or group of paragraphs to which they
relate, contain a clear rationale and, where applicable, provide a suggestion for
alternative wording.

Comments should be submitted in writing to the Secretary, Accounting Standards
Board, The Institute of Chartered Accountants of India, ICAl Bhawan, Post Box No.
7100, Indraprastha Marg, New Delhi — 110 002, so as to be received not later than -
October 10, 2012. Comments can also be sent by e-mail at edcommentsasb@icai.org or

! The Standard was originally issued in November 1982 and subsequently revised in 1995.

ReV|S|ons in thls Standard would come into effect |nsofar as companies are concerned from the date the

revised AS 4 is notified by the Government under the Companies Act, 1956.




asb@icai.org.

[This Accounting Standard includes paragraphs set in bold italic type and plain type, which
have equal authority. Paragraphs in bold italic type indicate the main principles. This
Accounting Standard should be read in the context of the Preface to the Statements of
Accounting Standards® and the “Applicability of Accounting Standards to Various Entities’.]

Introduction
1. This Standard deals with the treatment in financial statements of

E; . . 41 |

-(b}-events occurring after the balance sheet date.

{e)commitments-arising-from-long-term-lease-contracts: Deleted. (Refer to Annexure A)
Definitions

3. The following terms are used in this Standard with the meanings specified:

3.2 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.

Two types of events can be identified:

(a) those which provide further evidence of conditions that existed at the balance
sheet date; and
(b) those which are indicative of conditions that arose subsequent to the balance sheet
date.

2 Attention is specifically drawn to paragraph 4.3 of the Preface, according to which Accounting Standards are
intended to apply only to items which are material.

* See footnote 1.



Explanation

4-7. Centingencies Deleted. (Refer to Annexure A)







8. Events Occurring after the Balance Sheet Date

8.1 Events which occur between the balance sheet date and the date on which the financial
statements are approved, may indicate the need for adjustments to assets and liabilities as at
the balance sheet date or may require disclosure.

8.2 Adjustments to assets and liabilities are required for events occurring after the balance
sheet date that provide additional information materially affecting the determination of the
amounts relating to conditions existing at the balance sheet date. For example, an adjustment
may be made for a loss on a trade receivable account which is confirmed by the insolvency of
a customer which occurs after the balance sheet date.

8.3 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.
An example is the decline in market value of investments between the balance sheet date and
the date on which the financial statements are approved. Ordinary fluctuations in market
values do not normally relate to the condition of the investments at the balance sheet date, but
reflect circumstances which have occurred in the following period. Such events, however, are
disclosed in the financial statements.

anelreleelsrens Deleted ( Refer to Annexure A)-

8.5 There are events which, although they take place after the balance sheet date, are
sometimes reflected in the fmancral statements because of statutory requirements or because
of their specral nature. ,

statements—lf d|V|dends are declared after the balance sheet date but before the frnancral

statements are approved for issue, the dividends are not recognised as a liability at the balnce
sheet date because no obligation exists at that time. Such dividends are disclosed in the notes.

8.6 Events occurring after the balance sheet date may indicate that the enterprise ceases to be
a going concern. A deterioration in operating results and financial position, or unusual
changes affecting the existence or substratum of the enterprise after the balance sheet date
(e.g., destruction of a major production plant by a fire after the balance sheet date) 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.

9. Disclosure

9.1 The disclosure requirements herein referred to apply only in respect of those
contingeneies-er-events which affect the financial position to a material extent.




e&nnet—leemede—tmsiaeter&ehseleseé Deleted ( Refer to Annexure A)

9.3 When-the- The nature of events which are indicative of conditions that arose subseguent
to eceurring-after-the balance sheet date _that represent material changes and commitments
affecting the financial position of the enterprise are disclosed in the repert-of-the-approving
autherityfinancial statements, the-information-given-comprises-the-nature-of the-eventsand-an
estimate-ef- along with their financial effects or a statement that such an estimate cannot be
made.

Main Principles

; - - 5

10 12 Deleted. (Refer to Annexure A)).

Events Occurring after the Balance Sheet Date

13. Assets and liabilities should be adjusted for events occurring after the balance sheet
date that provide additional evidence to assist the estimation of amounts relating to
conditions existing at the balance sheet date or that indicate that the fundamental
accounting assumption of going concern (i.e., the continuance of existence or substratum
of the enterprise) is not appropriate.

appreval—ef—fheimaneraf—stafemems—sheeﬂd—beuadj&steel If an entity declares d|V|dends to

shareholders after the balance sheet date, the entity should not recognise those dividends
as a liability at the balance sheet date.

15. Disclosure should be made in the repert-ef-the-approvingautherityfinancial statements

of those events occurring after the balance sheet date that represent material changes and
commitments affecting the financial position of the enterprise.

°_See-also-footnote L.



Disclosure

made: Deleted. (Refer to Annexure A)

17. If disclosure of events occurring after the balance sheet date in the repertof-the
approving-authorityfinancial statements is required by paragraph 15 of this Standard, 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.




Annexure A

Appendix A

Comparison with Accounting Standard (AS) 4, ‘Contingencies and
Events Occuring After the Balance Sheet Date (revised 1995).

Note: This Appendix is not a part of the Accounting Standard. The purpose of this Appendix is only
to bring out the major differences between Accounting Standard (AS) 4 (revised 1995), Contingencies
and Events Occuring After the Balance Sheet Date and AS 4 (Revised 2012) Events Occuring After
the Balance Sheet Date.

1. The paragraphs dealing with contingencies were substantially withdrawn by the ICAI
when AS 29 became mandatory. Hence, paragraphs 2, 3.1, 4t0 7, 9.2, 10 to 12 and 16
dealing with contingencies have been deleted from existing AS 4. The paragraph
numbering has, however, been retained as there may be reference to the paragraphs of
this standard in other Accounting Standards. Further, the provisions relating to
contingencies have been deleted from paragraphs 1 and 9.1.

2. AS 4 (revised 1995) permitted proposed dividends being treated as an ‘adjusting event’.
The provision for proposed dividends is not required to be disclosed in revised
Schedule VI to the Companies Act, 1956, Accordingly, to  harmonise the
requirements of AS 4, with the requirements of the revised Schedule VI to the
Companies Act, 1956, paragraphs 8.5 and 14 have been modified.

3. With a view to promote transparency, the non-adjusting events occurring after the
balance sheet date, in AS 4 (revised 2012), it is required that the same should be
disclosed in the financial statements instead of in the report of the approving
authority. Accordingly, paragraphs 9.3, 15 and 17 have been modified and paragraph
8.4 has been deleted.

4. Since the Standard now deals only with the events occuring after the balance sheet date,
the title of the Standard has also been changed to ‘Events Occuring After the Balance
Sheet Date’.




