Financial Reporting BMBM5011
Events after the reporting period
Question
Mile plc.
Instructions
Consider the information below and explain how Mile plc should reflect the events after the balance sheet date in its accounts for the year ended 31 December 20X7 by outlining relevant requirements in FRS 102.  Assume that all amounts are material.
Information
Mile plc is preparing its accounts for the year ended 31 December 20X7, which have not been approved by the directors.  The following events have occurred after the year end.
1. A customer who owed Mile plc £50,000 has gone into liquidation.  Mile plc is unlikely to recover any of the debtor balance.  Mile plc was aware that the customer was in financial difficulties and had recognised a £25,000 provision against the debtor.
[bookmark: _GoBack]2. Mile plc has identified that in December 20X7 a number of customers were invoiced twice for goods, in error.  As a result, sales and debtors are overstated by £150,000.
3. Stock costing £100,000 has been destroyed as a result of a flood at Mile plc's warehouse in February 20X8.
4. Mile plc lost a court case and had to pay compensation of £250,000.  Mile plc has not recognised a provision in the draft accounts because its solicitors thought that they would win the case.
5. Mile plc holds 5,000 shares in Road plc. Road plc's share price was £10 at 31 December 20X7.  The shares are included in Miles plc's balance sheet as an investment, valued at £50,000.  Road Plc's share price has fallen to £5 after the year end. 
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