Chapter 05 - The Accounting Cycle: Reporting Financial Results


Our Comments on the “Your Turn” Cases  

You as Overnight Auto’s Independent Auditor Pending lawsuits are usually disclosed in the notes to the financial statements only if there is reasonable certainty that the defendant will incur a significant loss. Thus, Overnight need not disclose its pending lawsuit if the risk of it sustaining a material loss is remote. This is certainly an issue requiring the professional judgments of the company’s management, accountants, legal counsel, and auditors.
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