AS 29 - PROVISIONS, CONTINGENT LIABILITIES

AND CONTINGENT ASSETS
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o Scope
|

Non Applicability

!

< Financial Instruments

% Executory Contract
(other than Onerous Contract)
where parties have not performed or
performed till equal extent

% Insurance Enterprises

= Provisions & Liabilities

Covered by other ASs (AS 7, 22, 19, 15)

e Important terms

v v v v

Obligation Liability Present Obligation Possible Obligation
The state of having Present Obligation Existence of an Existence of an

to do something as arising from Past
Promised because Events (result in
itis a Law or Duty. Outflow of Resources)

Obligation that is
“More likely than not”

Obligation which
is not Probable.

|
9 When to Recognition -

v v

Liability Provisions
When Outflow When Liability
is Certain measured

v

Contingent liabilities

|
: .

Q Other Imp. Areas

v v

(a) Reimbursement (b) Review of Provision/

of any amt. if Virtually Cont. Liab
Certain to be Received ¢
| Once in a year
! } |
B/S P& L ¢ ¢
¢ ¢ If there is No
Create Recognise Change Change
Provision receivable ¢ ¢
. Net of as Separate Convert Cout. Ignore
Reimbursement Income

Liab into Provision
(or)

Reverse Provision

= as the Case Maybe

COVID

v

¢) Provision for Restructuring Cost

|
v v

Planned & Controlled To change scope &

by Entity Manner of Business
Provision Includes Cost  Excludes
Incurred to - - Shifting of staff
- Sale the Business - Marketing

- Relocation of Business - New Investments
- Change in Management

Structure

using Substantial
Degree of Estimation

y

- Present Obligation

- Due to past events

- Exists on BS data

- Probable future
resource o/f

- Reliably Estimation

|
v v

Yes No
Create Don’t
Provision Create

Present Obligation
arising from past event
not recog. because

\/
Outflow not Probable

(or)
Obligation can’t be
reliable estimated

\

- Present Obligation
- Due to past events
- Not recognised as provision
- NOT Probable

future resource o/f
- Possibility of o/f is

NOT remote

Possible obligation
arising from Past
Events that will be
confirmed by Future
Uncertain events not
controlled by entity

- Reliably measurable obligation

v v

Yes No
Disclose CL.  Discloure

v

Contingent asset

V

Possible Asset
arising from Past
events that will be

confirmed by
Future Uncertain

event not Controlled
by entity.

/

- Realisation is

Virtually Certain
v v
Yes No
Recognise Don’t
CA Recognise



