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Ture Or False QuestionEvents That Occur After The Financial Statements Are
Issued Are Referred To As are an important aspect of financial accounting and auditing.
Understanding what these events are, how they are classified, and their implications is
crucial for accountants, auditors, investors, and regulatory bodies. This comprehensive
guide aims to clarify these concepts, explore their significance, and provide insights into
how they influence financial reporting and decision-making.

Introduction to Post-Issuance Events in Financial
Statements

When a company prepares its financial statements, it reports its financial position,
performance, and cash flows as of a specific date. Once these statements are
issued—either published publicly or shared with stakeholders—subsequent events may
occur that can affect the financial information presented. Recognizing and accounting for
these events is vital to ensure that the financial statements provide a true and fair view of
the company's financial health.

Understanding Post-Issuance Events

Post-issuance events are occurrences that happen after the date of the financial
statements but before the statements are authorized for issue. These events can have
significant implications, either requiring adjustments to the financial statements or just
disclosure in the notes.

Definition and Scope

According to accounting standards such as IFRS (International Financial Reporting
Standards) and US GAAP (Generally Accepted Accounting Principles), post-issuance
events are classified into two categories:

1. Adjusting Events (Recognized Events)
2. Non-Adjusting Events (Disclosed Events)



Adjusting vs. Non-Adjusting Events

Understanding the distinction between these two categories is essential for proper
financial reporting.

Adjusting Events (Events That Provide Evidence About
Conditions Existing at the Date of the Financial
Statements)

These events occur after the reporting date but before the financial statements are issued,
and they provide additional information about conditions that existed at or before the
reporting date. They require adjustments to the amounts recognized in the financial
statements.

Examples of Adjusting Events:

- Discovery of errors in the financial statements

- Settlement of a court case that confirms the existence of a liability at the reporting date
- Bankruptcy of a customer that was insolvent at the reporting date

- The destruction of inventory due to a fire after year-end, if it existed at the year-end

Implication:

Adjustments are made to the financial statements to reflect these events, ensuring
accuracy and completeness.

Non-Adjusting Events (Events That Indicate Conditions
Arising After the Reporting Date)

These are events that occur after the reporting date but do not relate to conditions
existing at that date. They are not recognized in the financial statements but are disclosed
in the notes to improve transparency.

Examples of Non-Adjusting Events:

- Significant acquisitions or disposals of assets after the reporting date

- Issuance of shares or debt after the reporting date

- Major business combinations occurring after the reporting date

- Declaring dividends after the reporting date

- Natural disasters or other calamities after the reporting date that do not relate to
existing conditions



Implication:

While these events are not recognized in the financial figures, disclosure is necessary to
inform users of potential impacts.

Accounting Standards and Guidelines

Different accounting frameworks specify how to handle post-issuance events.

IFRS (IAS 10 - Events After the Reporting Period)

IAS 10 provides guidance on events occurring after the reporting period. It emphasizes
the importance of distinguishing between adjusting and non-adjusting events and
stipulates the timing of disclosures.

Key Points:

- Financial statements should be adjusted for adjusting events.

- For non-adjusting events, entities should disclose the nature of the event and an estimate
of its financial effect if possible.

US GAAP (ASC Topic 855 - Subsequent Events)

US GAAP also mandates recognition and disclosure requirements similar to IFRS.
Key Points:
- Recognize adjusting events in the financial statements.

- Disclose non-adjusting events in the notes, including their nature and estimated financial
impact.

Significance of Post-Issuance Events

Recognizing and properly accounting for post-issuance events are critical for several
reasons:

- Ensures Accuracy: Adjustments reflect the most current and accurate financial position.
- Maintains Transparency: Disclosures inform stakeholders about significant subsequent
developments.



- Legal and Regulatory Compliance: Proper handling avoids penalties and legal issues.
- Investor Confidence: Transparent reporting builds trust and confidence among investors.

Examples of Events Occurring After Financial
Statement Date

To better understand the application, here are detailed examples of post-issuance events:

Adjusting Events Examples

- Receipt of information confirming a liability at the balance sheet date (e.g., a lawsuit
settlement)

- Evidence of impairment of assets identified after the reporting period

- Bankruptcy of a customer that was insolvent at the reporting date

- Discovery of fraud or errors that existed at the reporting date

Non-Adjusting Events Examples

- A major acquisition or sale of assets after year-end

- Declaring dividends after the reporting date

- Natural disasters affecting the company’s operations after the reporting period
- Changes in tax laws enacted after the reporting date

Recording and Disclosing Post-Issuance Events

Proper procedures are critical to ensure compliance and clarity.

Steps for Recognition and Disclosure

1. Identify Events: Constant monitoring for events that occur after the reporting date.
2. Assess Nature: Determine whether the event is adjusting or non-adjusting.

3. Adjust Financials: If adjusting, amend the financial statements accordingly.

4. Disclose: For non-adjusting events, include detailed disclosures in the notes.

5. Timing: Ensure disclosures are made before the financial statements are issued or
released.



Timing of Disclosures

Disclosures about non-adjusting events should be made in the period after the financial
statements are authorized for issue but before they are published or released.

Implications for Stakeholders

Different stakeholders are affected by post-issuance events in various ways:

- Investors: Need updated information to make informed decisions.

- Creditor Banks: Require accurate data for credit evaluations.

- Regulators: Ensure compliance with reporting standards.

- Management: Must ensure timely updates and disclosures to maintain transparency.

Challenges in Handling Post-Issuance Events

Despite clear guidelines, challenges often arise, including:

- Identifying relevant events promptly

- Determining the correct classification (adjusting vs. non-adjusting)
- Estimating the financial impact of non-adjusting events

- Ensuring disclosures meet regulatory requirements

- Keeping stakeholders informed in a timely manner

Conclusion

Understanding whether post-issuance events are considered true or false in terms of their
impact on financial statements is fundamental in modern accounting. Proper recognition
and disclosure of these events ensure that financial reports accurately reflect the
company's current state and future prospects. Accurate classification between adjusting
and non-adjusting events helps maintain transparency, compliance, and stakeholder trust.

By adhering to established standards like IFRS and US GAAP, organizations can navigate
the complexities of post-issuance events effectively, ensuring their financial statements
provide a reliable basis for decision-making.



Final Thoughts

In summary, Events That Occur After The Financial Statements Are Issued Are Referred
To As either adjusting or non-adjusting events, depending on their nature and impact.
Recognizing these events and understanding their implications is essential for accurate
financial reporting, compliance, and stakeholder confidence. As financial environments
evolve, staying updated on standards and best practices ensures clarity and integrity in
financial disclosures.

Remember: Always consult relevant accounting standards and professional guidance when
dealing with post-issuance events to ensure compliance and accuracy in financial
reporting.

Frequently Asked Questions

Are events that occur after the financial statements are
issued referred to as subsequent events?

Yes, events that occur after the issuance of financial statements are called subsequent
events.

Is it true that subsequent events can either be adjusting
or non-adjusting events?

Yes, subsequent events are classified as either adjusting events, which require
adjustments to the financial statements, or non-adjusting events, which are disclosed in
the notes.

Do events occurring after the financial statements are
issued have any impact on the financial statements
themselves?

They can impact the financial statements if they are adjusting events; otherwise, they are
disclosed but do not change the statements.

Are events that happen after the reporting period but
before the financial statements are issued considered
part of subsequent events?

Yes, any events occurring after the reporting period but before the financial statements
are issued are considered subsequent events.



Is the term 'post-balance sheet events' used
interchangeably with 'subsequent events'?

Yes, 'post-balance sheet events' is often used interchangeably with 'subsequent events' to
describe events occurring after the balance sheet date.

Are all events that occur after the financial statements
are issued required to be disclosed?

No, only non-adjusting events that are material and relevant are required to be disclosed
in the notes.

Is it false that subsequent events only include events
that favor the company?

Yes, subsequent events can be favorable or unfavorable; both types may require disclosure
depending on their materiality.

Do auditing standards require auditors to evaluate
subsequent events before issuing a report?

Yes, auditors are required to evaluate subsequent events after the balance sheet date but
before the issuance of the financial statements.

Are events that occur after the financial statements are
issued considered part of the company's risk
assessment?

No, events after issuance are generally outside the scope of the company's risk
assessment but may influence subsequent disclosures.

Is the term 'Events After the Reporting Period' the same
as 'Events After the Financial Statements Are Issued'?

They are related concepts, but 'Events After the Reporting Period' refers to events
occurring after the balance sheet date, whereas 'Events After the Financial Statements
Are Issued' occur after issuance and are subject to different treatment.

Additional Resources

Ture Or False QuestionEvents That Occur After The Financial Statements Are Issued Are
Referred To As



Introduction

In the realm of financial reporting, understanding the timing and classification of events
that occur after the issuance of financial statements is crucial for accurate financial
analysis, compliance, and stakeholder decision-making. The terminology used to describe
these events is essential for accountants, auditors, and financial statement users to
interpret the nature and implications of subsequent occurrences correctly.

One of the common questions in accounting examinations and professional practice
revolves around whether certain post-issuance events are referred to as "Ture Or False
QuestionEvents That Occur After The Financial Statements Are Issued Are Referred To
As." While the phrasing appears to contain a typo, it hints at a fundamental concept: how
these events are classified and what terminology is appropriately used.

This content piece aims to provide an in-depth exploration of the types of events that
occur after financial statements are issued, their definitions, classifications, and the
terminology used to describe them. It also clarifies common misconceptions and
emphasizes best practices in financial reporting.

Understanding Post-Issuance Events: An Overview

Before diving into specific terminology, it's imperative to understand what constitutes
post-issuance events in the context of financial statements.

Definition of Post-Issuance Events

Post-issuance events, also known as subsequent events, are events that occur after the
date of the financial statements but before the statements are issued or available to be
issued. These events can have a significant impact on the users' understanding of the
financial position and performance of an entity.

> Example: A company releases its annual financial statements on December 31, 2023. An

event occurring on March 15, 2024, that affects these statements is considered a post-
issuance event if the statements have not yet been issued.

Types of Subsequent Events: Clarifying the Terminology

In accounting standards, particularly under the Generally Accepted Accounting Principles
(GAAP) and International Financial Reporting Standards (IFRS), subsequent events are
classified into two main categories:

1. Recognized (or Adjusting) Events

These are events that provide additional evidence about conditions that existed at the date
of the balance sheet. They necessitate adjustments to the financial statements.

Examples include:



- Discovery of a material fraud or error
- Settlement of a lawsuit that existed at the balance sheet date
- Bankruptcy of a customer that was known before the date

Implication: The financial statements are adjusted to reflect these events, ensuring they
present a true and fair view of the financial position.

2. Non-Recognized (or Non-Adjusting) Events

These are events that occur after the balance sheet date but do not relate to conditions
that existed at that date. They are considered non-adjusting events.

Examples include:

- A fire destroying inventory after year-end

- A significant decline in the market value of investments after the reporting period
- The issuance of new debt or equity after the balance sheet date

Implication: These events are disclosed in the notes to the financial statements but do not
lead to adjustments in the financial figures.

The Correct Terminology: Recognized vs. Non-Recognized Events

Understanding and correctly using the terminology "recognized" and "non-recognized"
events is fundamental. These terms are embedded within accounting standards as key
classifications.

Recognized Events (Adjusting Events)

- Definition: Events that provide evidence of conditions that existed at the balance sheet
date.

- Accounting treatment: Adjust the amounts recognized in the financial statements.

- Standard references: Under IFRS (IAS 10) and GAAP, these are included in the financial
statements.

Non-Recognized Events (Non-Adjusting Events)

- Definition: Events that are indicative of conditions that arose after the reporting period.
- Accounting treatment: Disclose in notes but do not require adjustments to the financial
figures.

- Standard references: Also discussed in IAS 10 and ASC 855.

Are Post-Issuance Events Referred to as "Ture Or False QuestionEvents"?

Given the phrasing of the original question, it appears to be a typo or misphrasing of "True
or False" questions regarding the terminology associated with events after the issuance of
financial statements. The correct terminology in accounting standards is:



- Post-issuance events are called subsequent events.
- These are classified as either adjusting (recognized) or non-adjusting (disclosed) events.

Therefore, the statement that "Events that occur after the financial statements are issued
are referred to as..." is True when completed with "subsequent events" or "post-issuance
events."

Key Standards Governing Post-Issuance Events
Different accounting standards provide guidance on handling subsequent events:
IFRS (IAS 10 - Events After the Reporting Period)

- Defines events after the reporting period as those occurring between the end of the
reporting period and the date when the financial statements are authorized for issue.
- Mandates that adjusting events are recognized in the financial statements.

- Non-adjusting events are disclosed if material.

US GAAP (ASC 855 - Subsequent Events)
- Similar to IFRS, with the distinction between recognition of adjusting events and
disclosure of non-adjusting events.

- Requires entities to evaluate events occurring after the balance sheet date until the
financial statements are issued.

Practical Implications for Financial Reporting

Understanding the proper classification and terminology impacts several aspects:
1. Timing of Financial Statement Adjustments

- Recognize and adjust for events that provide evidence of conditions existing at the
reporting date.

- Ensure that all material adjusting events are incorporated before the statements are
issued.

2. Disclosure Requirements

- Disclose non-adjusting events that are material and could influence the economic
decisions of users.

- Clarify the nature of these events in the notes to the financial statements.

3. Audit Procedures

- Auditors must perform procedures to identify subsequent events.

- Confirm whether events are adjusting or non-adjusting and ensure appropriate
disclosures.



4. Stakeholder Decision-Making

- Accurate classification ensures that users of financial statements are aware of relevant
events that could influence their decisions.

Common Misconceptions and Clarifications

- Misconception: All events occurring after the issuance of financial statements are
ignored.

Clarification: Only events occurring after the statements are issued are generally
considered non-adjusting and disclosed accordingly. Events before the issuance that
provide evidence of conditions at the reporting date are recognized and adjusted.

- Misconception: The terms "Ture Or False QuestionEvents" are standard in accounting
terminology.

Clarification: The proper terminology is "subsequent events," "adjusting events," and "non-
adjusting events." "True or false" questions are common in exams, but the terminology
should be precise.

- Misconception: Events after issuance always require disclosures.

Clarification: Only non-adjusting events that are material should be disclosed. Adjusting
events are incorporated into the financial statements.

Summary and Key Takeaways

- Events occurring after the issuance of financial statements are generally termed
subsequent events.

- These are classified into adjusting (recognized) and non-adjusting (disclosed) events.

- Adjusting events provide evidence of conditions existing at the balance sheet date and
lead to adjustments.

- Non-adjusting events are indicative of conditions arising after the reporting period and
are disclosed in notes.

- Proper understanding and application of these concepts ensure compliance with IFRS
and GAAP standards, enhancing the reliability and transparency of financial reports.

- Correct terminology and classification are vital for stakeholders to interpret financial
information accurately.

Final Thoughts

In conclusion, the question about whether "Events That Occur After The Financial
Statements Are Issued Are Referred To As" is best answered with "Yes," specifically as
"subsequent events." Recognizing the distinction between adjusting and non-adjusting



events helps maintain the integrity of financial reporting and ensures that stakeholders
are well-informed about factors affecting an entity's financial health.

By mastering these concepts and terminology, accounting professionals can ensure that
financial statements accurately reflect the company's condition at the reporting date and
transparently communicate any significant events that occur afterward.
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