Loss Contingency Memo (ASC 450)
	Client: [Client Name]
	Period end: [MM/DD/YYYY]

	Prepared by: [Initials] Date: [MM/DD/YYYY]
	Reviewed by: [Initials] Date: [MM/DD/YYYY]

	W/P reference: [Ref]
	Engagement: [Audit / Review / Compilation]



[Drafting note, delete before filing: Draft for professional judgment. Tailor it to the entity and to your firm’s methodology, and have legal counsel review it where needed. It is not legal advice and does not by itself show compliance with professional standards. Use one memo per matter. Likelihood terms below are the three ASC 450 categories: probable, reasonably possible and remote. The judgment about which one applies is the preparer’s and is supported by the evidence cited.]
1. Matter
	Item
	Entry

	Matter and caption
	[Litigation / claim / assessment / guarantee / warranty / environmental / other]

	Counterparty and forum
	[Name] · [Court or agency]

	Date the matter arose and date filed or asserted
	[MM/DD/YYYY] · [MM/DD/YYYY]

	Amount claimed
	$[Amount]

	Handled by
	[In-house counsel / outside counsel firm] · [Name]



2. Facts
[Describe the events, the claim and its basis, the entity’s position, the current stage and the next scheduled steps. Cite the documents read.]
	Fact
	Source
	Date
	Ref

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	



3. Likelihood assessment
	Factor
	Assessment
	Evidence

	Information available before the statements are issued that confirms conditions existed at the balance sheet date
	[Text]
	[Ref]

	Counsel’s evaluation of the likely outcome
	[Text]
	[Letter date]

	Settlement offers, mediation and negotiations
	[Text]
	[Ref]

	Experience with similar matters
	[Text]
	[Ref]

	Insurance or indemnification and the carrier’s position
	[Text]
	[Ref]

	Conclusion on likelihood
	[Probable / reasonably possible / remote]
	



4. Estimability, range and best estimate
	Item
	Amount (USD)
	Basis

	Low end of the range
	$[Amount]
	[Basis]

	High end of the range
	$[Amount]
	[Basis]

	Best estimate within the range, if one exists
	$[Amount]
	[Basis]

	Amount accrued (best estimate, or the low end when no amount is better than another)
	$[Amount]
	[Basis]

	Legal costs: policy is to accrue / expense as incurred
	[Policy]
	

	Insurance recovery recognized separately as a receivable when realization is probable
	$[Amount]
	[Basis]



5. Counsel input
[Record the date the inquiry letter went to counsel, the date and form of the response, whether counsel limited the response, and any difference between counsel’s view and management’s conclusion. Attach the letter. Update the response through the date of the statements’ issuance.]
6. Accrual versus disclosure conclusion
	Likelihood
	Estimable
	Treatment
	Applies to this matter

	Probable
	Yes
	Accrue the loss and disclose the nature and amount
	[X]

	Probable
	No
	Disclose the nature and state that an estimate cannot be made
	[X]

	Reasonably possible
	Either
	Disclose the nature and the estimate of the possible loss or range, or state that an estimate cannot be made
	[X]

	Remote
	Not applicable
	No accrual; disclose only guarantees and similar matters that call for it
	[X]



7. Gain contingencies
[State whether any related gain or recovery exists. A gain contingency is not recognized before it is realized or realizable. Disclose it with care so the note does not imply a gain that is not assured.]
8. Subsequent events link
[Record developments between the balance sheet date and issuance: rulings, settlements, new claims. Distinguish events that give evidence of conditions at the balance sheet date, which adjust the accrual, from events about conditions that arose after it, which are disclosed only (ASC 855).]
9. Draft disclosure
[Draft note text: nature of the matter, the accrual recorded and where it appears in the statements, the reasonably possible loss in excess of the accrual or the range, or a statement that no estimate can be made.]
10. Conclusion
[State likelihood, estimability, the amount accrued, the disclosure and the open items. Carry any unrecorded amount to the summary of uncorrected misstatements.]
Preparer and reviewer sign-off
	Role
	Name
	Signature or initials
	Date
	Extent of review

	Prepared by
	[Name]
	[Initials]
	[MM/DD/YYYY]
	Not applicable

	Reviewed by (senior / manager)
	[Name]
	[Initials]
	[MM/DD/YYYY]
	[Full / selected items]

	Reviewed by (partner or controller)
	[Name], CPA
	[Initials]
	[MM/DD/YYYY]
	[Full / significant matters and judgments]



Free template from CORAA (coraa.ai/us/templates). Draft for professional judgment: adapt it to the engagement and your firm’s methodology, have legal counsel review where needed, and check it against current AICPA, FASB and other applicable requirements before use.
