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Esteemed Professional Colleagues,
Warm greetings to all of you.

It gives me great pleasure to connect with you through this edition of our newsletter. In
today's fast-evolving financial ecosystem, it is imperative that we stay ahead through
continuous learning and adaptability. As you are aware, our branch is committed to offering
quality CPE programs, workshops, and networking opportunities to help our members stay
updated and well-equipped to meet global challenges.

During the month of April 2025 Certificate Courses on Al, Certificate Course on GST, One Day
CPE Seminars, Women's Day celebrations and various other programs were held. For the
month of May 2025, a CPE Seminar at Udumalpet, One Days Seminars, Study Circle meetings,
Residential Seminar and Certificate Course on Al are planned. | thank my colleagues in the

Committee, faculty Members, Guests for their support & guidance in organizing these events.
(—%m | take this opportunity to encourage our younger members to engage actively with the branch
activities. Your energy, ideas, and fresh perspectives are vital to the future of the profession.
Let us continue to uphold the values of integrity, independence, and excellence as proud
members of this noble profession. Together, we can make a meaningful difference—not only

® Understanding AS 4: in our profession but also in the society we serve.
Contingencies and

Event Occurring after
Balance Sheet Date

| am pleased to reproduce from our President's Message about CABF..
CABF - Strengthening the Spirit of Solidarity

In moments of personal crisis, the power of community shines the brightest. The Chartered
Accountants Benevolent Fund (CABF) stands as a testament to our fraternity's commitment to
supporting its members in times of need. For decades, CABF has been a silent pillar of strength,
offering financial aid to our fellow professionals and their families during the most challenging
times, whether it is the loss of a loved one or a sudden, unexpected hardship. This noble
initiative was passionately promoted and championed by Past President, late CA. P. A. Nair
and our members continue to uphold this spirit of compassion and solidarity. While the CABF
has been managed with great care and dedication, an opportunity now exists to expand its
CPE Hours Generated capacity and deepen its impact. As the needs of members and their families grow, so does our

Monthwise 2025 chance to come together and strengthen this vital support system. With collective efforts, we
can ensure that every helping hand reaches even further, exactly when it's needed most. We
must rise to the occasion, not just as professionals, but as caring members of a united family, to
03 22 aZ ab come forward and contribute to the CABF. Become a part of this noble mission. Your
e il s e contribution, however modest, can be the difference between despair and hope for someone

inour ICAl family.

- CA. Charanjot Singh Nanda, President, ICAI

- Laow o s

Hearty wishes to Members and special wishes to all the students appearing in the CA
Examinations to be held in the month of May 2025.

With Warm Regards,

CA. Sathish R.
Chairman




GST CERTIFICATE COURSE
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Understanding AS 4: Confingencies and Event Occurring after Balance Sheet Date

CA. Rahul Sharma

rahulsharmafca@rediffmail.com

Presently AS 4 deals only with Evenfts
occurring after the Balance Sheet date.
Even though the Standard’s name starts with
contingencies, allthe paragraphsrelated to
‘contfingencies’ have been withdrawn by
The Institute of Chartered Accountants of
India. From 1-4-2004, contingencies are
dealt by AS-29 — "Provisions, Contingent
Liabilities and Contingent Assets”.

Before we start the main discussion, you
need to understand the sequence of
approval of financial statements in case of
companies.

Financial Year is the period for which
accounting records are prepared,
summarized and analyzed. On the end of
financial year Final Accounts are prepared
fo know the outcome of financial activity
during the accounting year management
has the primary responsibility to prepare
final accounts. After preparation of final
accounts audit is done to establish true and
fair view of the financial statements.
Audited financial statements are then
accepted by the Board of directors /
partners in theirmeetings.

Period from end of the financial year to the
date of meeting of Board of directors is
called period after balance sheet date.

Substantive Rule 1 : Preparation and
presentation of financial statements is the

responsibility of the management of the
entity. Financial statements are approved
by the Board of Directors in case of a
company; in case of partnership firm,
managing partners approve the financial
sfatements, efc.

What is Approval of Financial Statement:
Approval of Financial Statements means
that, the books of account of the financial
year are closed. Subsequent to approval of
financial statements, that income or
expenditure should be recorded in next
year as a prior period item.

(Prior Period items are part of AS 5)

Example 1 A factory is painted in March
2023, and the painter submitted the bill in
April 2023. The accountant of the company

did not make a provision for the expense as
on 31-3-2024.

FY 2022-23 financials are approved on 30-9-
2023.

(a) Can the accountant record the JE for
the painting expenses in FY 2015-16 OR
should he record in 2016-172 And (b) If the

bill is received after 30-09-2016 what would
be the treatment?¢

Solution:

(a) The expense isincurred during FY 2022-23
and it should be recognised as an expense
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in the same vyear. Information of the
expense is received before the date of
approval of financial statements; hence the

entity should recognise the transaction as
on the balance sheet datei.e. in FY 2022-23.

(b) If the billis received after 30th Sep., 2016,
it should be recognised as a prior period
expense in FY 2023-24 as per AS 5. Refer AS 5
— Prior period expense for further
information.

2. Definitions from the Accounting
Standard :

Events occurring after the balance sheet
date: These are significant events, which
occur between the balance sheet date and
financial statements approval date. These
significant events can be favourable or
unfavourable to the entity.

What Significant events Means - Material
events, which can influence the economic
decisions of the users of financial
stfatements.

The whole discussion in this standard is
whether the evenis occurring after the
balance sheet date should be recorded as
on balance sheet date OR in the nexi
financial year.

Events occurring after the balance sheet
date are classified info two i.e. adjusting
events and non-adjusting events; let us
understand this concept from the below
picture:

Events occurring after the Balance sheet date

Adjusting events

'

i. Conditions exist on the Balance sheet
date
ii. Eventsoccurringafterthebalancesheet
dateprovide additional informationon
the conditions existing on the BS date.
iii. The additional information materially
affects the Amounts on the BS date.

'

Adjust the balances of Assets and Liabilities
as on balance sheet date.

Non-adjusting events

v

i. NO Condition exists on the BS date.

ii. Subsequent events don't affect
amounts on the BS date.

'

If it significant, DISCLOSE in the
Approving authority’s Report, NOT in FS.

'

DON'T adjust the balances as on BS date.
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The primary objective of the standard is to
ensure the completeness, that all the
fransactions and related information should
be updatedinfinancial statements.

Example 2: While preparing the financial
statements for the year ended 31-3-2024, P
Ltd. made a provision for doubtful debts @ 5%
on accounts receivables balance. In Feb.,
2024, a debtor for * 2 lakh had suffered heavy
loss due to an earthquake. The loss of debtor
was not covered by any insurance policy. In
April, 2024, the same debtor became
Insolvent. Financial statements are approved
on 30-9-2024. Discuss the accounting

treatment as per AS 4 in the financial
statements ended 31st March, 2018.

Solution: On 31st March, 2024, the financial
position of the debtor was not good and such
condition existed on the balance sheet date.
The entity may or may not be sure of the
position on the balance sheet date. The
subsequent event of insolvency is confirming
the financial position of the debtor. So it is an
adjusting event and it requires an adjustment
to accounts receivable balance by way of
making provision for doubtful debts for the
entire amount.

5% provision may be as per the accounting
policy of the company and the above
provision should be made in addition to the
existing provision.

Example 3 : Continuing with the above
question — The accounts receivable balance
Is 2 lakh as on 31-3-2024. But earthquake took
place in April 2024 and the debtor became
iInsolvent in May 2024. Discuss the accounting
treatmentas per AS 4.

Solution: The debtor's financial position was
good as on 31-3-2024 and the subsequent
conditions are entirely different from the
balance sheet date condition i.e. no

condifion exists. Hence it is a NON-adjusting
event and it doesn't require any adjustment to
assets ason 31-3-2024. P Lid. should provide for
doubtful debts during the next FY i.e. 2024-25.
Board of Directors can disclose the same in
theirreport, ifitis material to X Lid.

Example 4: Confinuing with the above
question — There was no balance of accounts
receivable as on 31-3-2024 and P Ltd. sold
goods in April 2024 and earthquake took
place in May 2024 and the debtor became
insolvent in July 2024. Discuss the accounting
treatment asper AS 4.

Solution: It is a non-adjusting event and
doesn't require any adjustment to assets as on

31-3-2018.

P Ltd. should provide for doubtful debts during
the next FY i.e. 2024-25. Board of Directors can

disclose the same in theirreport, if it is material
toP Ltd

Example 5: A company has filed a legal suit
against the debtor from whom 15 lakh is
recoverable as on 31.3.2025. The chances of
recovery by way of legal suit are not good as
perlegal opinion given by the counsel in April,
2025. Can the company provide for full
amount of 15 lakhs as provision for doubtful
debtse Discuss.

Solution: As per AS 4, 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.

In the given case, subsequent information is
giving more clarity that the balance as on the
balance sheet date is not recoverable hence
it is appropriate to make a provision for
doubtful debts. Therefore, provision for
doubtful debts should be made for the year
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endedon 31st March, 2025.

Example 6. P Lid. invested 100 lakh in Q Lid. in
April 2025 but the negotiations had started in
Jan. 2025. As per AS 4-In which financial year
X Ltd. should account for the investment?

Solution: Negotiations don't amount to
condifions. As there are no conditions existing
on the balance sheet date, It Is a non-
adjusting event and doesn't require any
adjustment to assets as on31-3- 2025 i.e. it
shouldrecord the investments only in 2025-26.

Investment planning of 100 lakh in April, 2025
in the acquisition of another company should
be disclosed in the Director's Report fo enable
users of financial statements to make proper
evaluations and decision.

Example 7: P Ltd. purchased a building for 50
lakh in Jan. 2025, and the agreement to
purchase was concluded in Jan. 2025. P Lid's
financial year ends on 31st March. In the
month of April 2025, the same building is
registered in the name of P Ltd. In which
financial year P Lid. should account for the
building?

Solution: Looking at the substance of the
transaction, the agreement was concluded
in Jan. 2025 and registration is required for

Exceptions to the general rule:

security purpose. The subsequent registration
Is confirming the agreement. So the building
should be recorded in 2024-25 only.

Example 8: X Ltd. Holds current investments as
on 31-3-2025. Cost of invesiments is 50 lakh
and fair market value is 55 lakh (on 31-3-2025)
and the company measured it at 50 lakh as
per AS 13 (i.e. Cost or FMV whichever is less).
Financial statements are approved by BODs
on 30-09-2025. Due to subsequent market
condifions the value of investments fell down
to 40 lakh. Whether X Ltd. needs to value the
investments at 50 lakh or 40 lakh on 31-3-
20252 Discuss.

Solution: Market conditions on 31st March are
different from 30th Sep. market conditions.
The value of investments as on 30th Sep. does
NOT affect the conditions on 31st March.
Hence it is a non-adjusting event and there is
no need to adjust the balance on 31-3-2018
and the value of investments will continue at
50 lakh If the approving authority wants to
disclose non-adjusting events in their report,
they should disclose the following information:
a.Nature of the events; b.Estimation of the
financial effect; and c. If it is not possible to
estimate, disclose the fact that such
estimation cannot be made.

Exceptions

Statutory requirement/

[tems of Special nature

Eventsaffecting Goingconcern

assumption.
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Even though it is a non-adjusting event it
should be adjusted as on balance sheet
date. There are two exceptions to the rule of
adjusting events:

1. Ifitis alegal requirement OR it is
of special nature;

2. If events occurring after the
balance sheet date affects the
Going Concern Assumption of
the entity.

Example 9: On 31-08-2024, the Board of
Directors of P Ltd. proposed dividend of 8% for
FY 2023-24. Financials of 2023-24 are
approved by BoD on 30-09-2024. Discuss the
accounting freatment of the proposed
dividend as per AS 4.

Solution: Proposed dividend is an event
occurring after the balance sheet date. The
company DOESN'T have any liability to pay
dividend on balance sheet date. The reason
being dividend will be a liability to the
company only when it is approved by the
members of company in the General
Meeting. As there are NO conditions existing
as on 31-3-2024, the subsequent proposal for
dividend i1s a NON-adjusting event, as per the
Schedule |l proposed dividend information
should be disclosed in the notes on accounts
separately

Example 10: After the closure of financial year
l.e. 31-3-2025, there was a severe earthquake.
The company lost its building and major plant
and the extent of loss is beyond repair. The
company doesn't have adequate funds to

replace the same. Discuss your views based
ONAS 4.

Solution: The subsequent event of
earthquake occurred after the balance

sheet and no condition exists on balance
sheet date. It Is a non-adjusting event. Even
though the above event occurred after the
BS date, the event materially affects the
solvency of the company and it indicates
clearly that the company is not a going
concern. Even though it is not an adjusting
event, as per AS 4 - Company has to
prepare the financial statements on 31-3-
2025 on NRV basis (liquidation basis) and
any gain or loss should be transferred to P&L.

Example 11: P Ltd. financial statements of
2023-24 are approved by the BoD on 30-09-
2024 & financial statements are adopted by

the AGM on 15-10-2024. On 30-11-2024, the

company identified an expenditure
(omission of expense) which is relating to
2023-24. How to deal with the expenditure?

Discuss.

Solution: Once the financial statements are
approved by the BoD and adopted by the
AGM, the expenditure of 2024-25 will be
recognised in the P&L of 2024-25 as a prior
period expense (omission of expense) as per
AS 5. Refer AS 5 for detailed discussion

Some More problems related with event after
balance sheet date:

Problem. 1 A company deals in Petroleum
products. The sale price of petroleum is fixed
by the Government. After the balance sheet
date, but before the finalization of the
company's accounts, the Government
unexpectedly increased the price
refrospectively. Can the company account
for additional revenue at the close of the
year?

Solution: As per AS-4, the unexpected
increase In the sale price of petrol by the
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Government after the balance sheet date
cannot be regarded as an adjusting event as
it doesn't represent a condition existing as on
the balance sheet date. Hence revenue (due
to increase in sales price) should be
recognized only in the subsequent year with
proper disclosure.

Problem No. 2 A Company follows April-
March as its financial year. The company
recognizes cheques dated 31st March or
before, received after the balance sheet date
but before approval of FS by debiting cheques
in hand a/c & crediting Debtors a/c. The
cheques in hand are shown in the balance
sheet as an item of Cash & Cash equivalents.
All cheques in hand are presented to bank in
the month of April & are also realized in the
same month in normal courses after depositin
the Bank. What treatment is correct as per AS-
4?

Solution: Even if the cheques bear the date
31st March or before, the cheques received
after 31st March do not represent any
condition existing as on 31st March. [t means, it
Is not an asset under the control of the entity
as on the balance sheet date. Hence, there is
no situation/condition exist as on 31st March.
Considering this, collection of cheques after
the balance sheet date is NOT an adjusting
event. So recognising these as cheques in
hand is not consistent with AS-4. Moreover, the
collection of cheques after the balance sheet
date does not represent any material change
or commitments affecting the financial
position of the enterprise and therefore no
disclosure in the Director's Report are
necessary.

Problem No. 3 Company entered into a
construction contract to lay a pipeline before
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31-3-2024. Financial statements for that year
were finalized on 15-5-2024. While doing
grounding work it met a rocky substance for
which it had to incur an additional 50 crore on
16-5-2024. Should company make provision?
If yes, in which year should it be making 2023-
24 or 2024-257

Ans: The Company's financial statements
were finalized on 15-5-2024. But it discovered
that it has to expend an additional 50 crore
only on 16-5-2024, therefore it does not
amount to an event occurring after the
balance sheet date.

The company has to make a provision in the
financial year 2018-192 i.e. in the next financial
year.

Problem No. 4 P Limited Company closed its
accounting year on 30.6.2024and the
accounts for that period were considered and
approved by the board of directors on 20th
August, 2024. The company was engaged in
laying pipe line for an oil company deep
beneath the earth. While doing the boring
work on 1.9.2024 it had met arocky surface for
which it was estimated that there would be an
exira cost to the tune of * 80 lakhs. You are
required to state with reasons, how the event
would be dealt with in the financial statements

forthe yearended 30.6.2024.

Ans: In this case the incidence, which was
expected to push up cost, became evident
after the date of approval of the accounts. So,
it is not an ‘event occurring after the balance
sheet date'. However, this may be mentioned
In the Report of Approving Authority i.e. Board
of Director'sreport.
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ICAI Bhawan, No. 44 & 45, Mettupalayam Road, Thudiyalur, Coimbatore - 641 034, Ph.: 0422-4270056 / E-mail; coimbatore@icai.org

MAY 2025 - CPE / Non-CPE Events

5. NO. | DATE & TIME PROGRAM CPE | VENUE

CREDIT
3"&4" . ICAI Bhawan,
May 2025 Certificate Course on GST Thudivalur

03-05-2025 Cricket Match between Members & SNR College
Saturday Income Tax Department Officials Ground

06-05-2025 CPE Seminar
Tuesday

Rotary House,
Udumalpet.

Session - |

Subject : Income Tax - TDS - latest amendments
Faculty : CA. V. Ananthasubramanian, Palani
Session-l|

Subject : GST - Notices and Reply
Speaker : CA. Akshaya SV, Pollachi

Session - |1l
Subject : GST - Appeals
SFEHI(EI' : CA. G. Saravanan, Pollachi

10" & 11"

ICAI Bhawan,
May 2025 Certificate Course on GST

Thudiyalur

10-05-2025 CPE Seminar Session - 1
Saturday Subject : Financial Statements for Limited Liabilities Partnerships
Speaker : CA. P. Raja, Coimbatore

ICAl Bhawan,
Thudiyalur

Session - 2
Subject : Financial Reporting for Non-corporate Entities
Speaker : CA. Survalith S Krishnan, Coimbatore

Session - 3

Subject : Accounting Standard compliance for New Non-corporate
Financial Statement Formats

Speaker : CA. M. P. Vijay Kumar, Chennai

Session -4
Subject : Navigating CSR Regulations, Recent updates and FAQs
Speaker : CA. K. Ravi, Coimbatore

12" 13" & 14"
May 2025

Hotel Monarch,

Three Days CPE Residential Seminar
Y 00TY

15-05-2025

CPE Meeting ICAl Bhawan,

07 Thursday Subject : Al-Powered Controls Testing: Enhancing IFC/ICOFR R. S. Puram
Compliance under the Companies Act, 2013
Speaker : CA. E. Kathirvel, Coimbatore
22°,23° & _ ICAI Bhawan,
08 24" May 2025 Certificate Course on Al - Level - | Thudiyalur

CPE Meeting

22-05-2025
Thursday

ICAl Bhawan,
R. S. Puram

= Subject : Financial Statements for Not for Profit Organisations(NPOs

Speaker : CA. Harish R., Coimbatore
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APRIL 2025 - CPE / NON-CPE EVENTS

CPE
S. Nﬂl DATE & TIME | PROGRAM CREDIT | VENUE

1" 2" & 3" " ICAl Bhawan,
n April 2025 Certificate Course on Al -Level-l n Thudiyalur

03-04-2025 : . ICAl Bhawan,
Tharsdas CPE Study Circle Meeting - R S Puram

One Day Seminar on GST
05-04-2025 Organized by : GST & Indirect Taxes Committee of ICAl Bhawan,
Saturday ICAI Thudiyalur
Hosted by : Coimbatore Branch of SIRC of ICAI

09-04-2025 . : ICAl Bhawan,
11-04-2025 Sakthi Hotels,
Friday Pollachi
17-04-2025 . . ICAl Bhawan,
18", 19", 20",

25th, 26" & 27" Certificate Course on GST
April 2025

ICAl Bhawan,
Thudiyalur

Felicitations to Women Chartered Accountants for
19-04-2025 ' :
successfully completing Ten Years of Professional
Service.

24-04-2025 : ICAl Bhawan,

One Day CPE Seminar on Direct Taxes

26-04-2025 , . . ICAl Bhawan,
Saturday Organized by : Direct Taxes Committee of ICAI Thudiyalur

Hosted by : Coimbatore Branch of SIRC of ICAI

ICAl Bhawan,

Saturday Thudiyalur

26:00-2025 | o yicitation to SIRC Member CA. S. Rajesh ICAl Bhawan,
Saturday Thudiyalur
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INTERNATIONAL WOMEN'S DAY CELEBRATIONS
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