
AS29 Prov Cont liab Contingent Assets

I Definitions

It is a Presentobligation

liability Arisingout of Past Events

settlement of which is expected to

result in outflow of Resources

Example

Goods purchasedon credit s Purch Alc Dr

To Creditors TradePayables

BIS liab

c u s

Present Past Event Outflowof

obligation
Resources

Goodscreditpe v

Defined Below Kharidna is tosettle

the pastevent this liab

we will

have topay
CIB

Obligation ObligatingEvent

It is an event that results in an enterprise having no realistic

alternative tosettling the obligation

obligation matlab isto pay settle
Karne Ke alwara Koi raastanahiha



Present
obligation

More likely than NOT More than 50 chances

of
paying

it

Possible
obligation

less likelythan NOT lessthan orequal
to 50 chance

of
paying it

Past Event

For an obligation to arise
there should be a past event

Eg Creditors Past Event is purchasing on credit

loantaken
taking loan

from a Bank

Penalty on Goutdues

or penaltyon contamination

Past Event is not
paying

the

govtdues
or
coutimating the river

Provisions

DefinitionofProvision

It is a liab with uncertain timing or Amount

Recognitionof Provision

Aprovision should
be
recognised

when

i Anentity has a present obligation
ii As a result of past event

Reliable

iii It is probable than an outflowofResources will beread
Est

in A reliable estimate of the amount can be made



Measurement of Provision

The entity shall apply its
bestestimate to measure the aunt

of provision
Theamount of provision should

NOTbediscounted to its Present

value

Exception In case of DecommaDismantling Site
Restoration it

is recorded atPresent value Discussed in AS 10

Changes in Provisions

Provision should be reviewed at each Blsdate toreflect the best

estimate

If provision is no longer required then reverse the provision

Use of Provision

Only expenditure that relate to the originalprovision are adjusted

against
it

Example

Warranty prov
15.000 Actualexp incurred on warranty

J E is 12000

Klarranty Exp PIL Alc Dr 15K Prov forwarranty Dr 12000

To Provforwarranty 15K TOCIB 12000

Provfor warranty Dr 3000

TO PIL Reverse 3000



Specialpoints

i If any law is announced by the govt
due to which an

obligation
to make the payment might

arise on the comp then

createprovision only when the law is virtually certain to be

implemented

example Krish

Case
e n

River Madiji
Case

contaminate DekhLiya Madijidekh

u Liya

law laane ka soen v

liya Modiji law

Barra diya
River contamination parliament
Karne made to penalty

announce

of F 10 lakhs formal signing
is pending

Should Krish create a

provision forPenalty law is virtually
certain to be

No implemented

v

ShouldKrish create a

provision forPenalty

YES



i Requirement of inspection majoroverhaul

Onlythose provisions are recognised for which entity has no

realistic alternative rather than settling it

If entity can avoid such expenditureby its futureactions then

NOprovision is recognised

majoroverhaw

eg
FFut

Jet Every 5 years Inspection is mandatory

All Yearl Govt ne bola

Entity can avoid this exp by
its future course ofaction i.e By

sellingthe put jet within
5yrs s No obligation

hence No Provision

Note Provision can be madeafter 5yearsofuse of PutJet when

inspection costbecomes due

ii Future operating losses

No Provision is to be recognised as it does not meet the def

of Prov It does not arise from Past Event

x Onerous Contract loss
making

contract

It is a contract where Unavoidable costof meeting the obligat
Exceeds

Benefits to be received from it



if Himanshu
sells goods10 Path Create Provision

unit 100 550 lowerof
Revenue 5000

unavoidable loss

10 500

Cost Estimate Before

entering
into the contract CancelPenalty 1000

Actual costof Purch 5500

Penalty 1000

on cancer

eg Ace
Prof lovegum

1 Restructuring

It is a program that materiallychanges

Scope of Business

ORO

Manner in which

Busn is conducted

c

eg offline Online

Teams
Teaching

A provision for restructuringcost is recognisedonly when

recognition criteriaofProv are met

eg Restructuring Kame Ka sock value hai no stepsundertaken NoPro

Restructuringplanready announced restructuring stepsstartedfor restructuring

Recognise Prov

R



Restructuring Provision Aurount

U

Includes Excludes

Only thedirectexpenditure Retraining costof

rising
from restructuring which are continuing staff

or Relocation costof

Necessarily entailed by the restructuring continuing staff

AMDO Marketing

Not associated with ongoingactivitiesof the Inist in New

entity systems

These
exp relate to

future

eg
For Restructuring conduct of Busn

Offline Teaching OnlineTeaching

c u

Expense which are arising

on restructuring 10 employeestraining
6

010 employees layoff 2mouth salary relocateto new location

2 Years Rent payable Marketingofonlineteach

agreement was non
cancellable Investment in New

Other Relevantexpensefor closing systems

the Busn Mic PC camera Ipadetc

u

Included in Provision No Prov

As this relates to future

conduct of Bush



vi Reimbursements

In this case some or all of the expenditure required to settle a

provision is expected to be reimbursed by another party
Given

II Provision
Reimbursement 70

BIS Asset

Exp Pll Alc De 100 Reimb Asset All Dr 70

TO Prov 100 To Reimb Income PII 70

Extract PIL BIS

Exp 100 ReimbInc to liab Asset

Prov 100 Reimb
70

Asset

Plc netoff

allowed

Bls no netoff allowed

Reimbursement is recognised only when it is virtually certain that

such reimbursement will be received

The aunt of reimbursement shall NOTExceed the amount ofpro



III Contingent liability

Definition Any Def to be met

It is a Possibleobligation
OR

arisingoutof PastEvent It is Present obligato It is a Presentob

he existence of which arisingout
ofPastEvents arisingout ofPastEven

will be confirmed by whereoutflow is Notprobablewhereoutflow is

occurrence non occurrence but Aut can be estimated probable

of one or more future reliably ButAuntcannot be

ncertain events estimated reliably

eg
Roanak Took loanfrom

g
Armaan AK Dena Bank

case

chancesof
Guarantee by Akhai Bhaisaana

9 Armaan

Aki

losing is AK Books Contingent losingchores80

250 liab
Cannotest the

possOb Cont liab
aunt of Penalty

Galland

Excusine
antliab

lieb Prof Coat liab

PresentOb Def I

Past Events liabwith

Outflow of uncertaintime possOb Presentob Presentob

Resources or Aunt pastEvent PastEvent Past Event

Recogcriteria outflow is outflowis



g
Presentob NOTprobable probable

Past Event Aut canbe Amtcannot

outflowofResources est reliably be est
ReliableEst of Aut reliably

RecognitionofCout liab

Contingent liab should
NOT be

recognised but should be disclosed

in Notes to Alc's

If probability of contingent liab is very
Remote eg chancesof

losing the case is
5 or less there is No need to disclose such

contingent liab

I Contingent Asset

Definition

It is a possible Asset arising
out of Past Events the existence of

which will be confirmed only by occurrence or non occurrence of

one ad more uncertain future event

Recognition of Contingent Asset

Neither recognised NOR disclosedin FS

If Co wants to disclose it can disclose in Report of Approving

Authority Director'sReport

If inflow is virtually certain then it is no more a contingent

asset It becomes a normal asset Recognise in FS egBelow



f
a

case
Harsh

when the case

compensation will ContingentAsset Assets
be read

I

Buss paisa aana Baakihai Recognises

Ausformat

As perAS 29

Jet Liab Prov Cout liab
r

Cal if required

Conclusion 2 3 lines

Ques11 CDR patujan
2020

gaterian2021

lathjan
2019

31320 andur
31321

1
inrover

I I 1 over
29ᵗ
Jhan

2029
Invoice Date Amount Warrantyperiod Warranty period

remaining on
31.3.20

remaining on
313.2

19ᵗʰJan2019 120000 lessthan lyr 3 Nowarrantyremains

29ᵗʰJan2020 75000 more than lur 4 lessthan ur 3

5ᵗʰOct2020 270000 morethan Yr 41



CalculationofProv

Ason 31.3.20 120000 3 175000 4 6600 ExpPID 6600

TOProv 6600

Ason31.3.21 75000 3 1 1270000 4 13050
IE
PIC

13050 6450

TOProv 13050645

Bls 31.3.20 BIS31.3.21

by6450

nov 6600 Prov 13050

018411

SalesMouth Sales Cumulative LikelyReturn
Returns Prov

value sales in F 24

March 60.00.000 6000,000 6 360000 72000

Feb 48100,000 1,0800,000 7 756000 151200

Jan 36,00000 1,4400,000 8 1152000 230400

453600

can Calculation of ProfitMargin on sales

Profit

sales

100 8
x 100 20

see 400

Cost 320



021 CDR

Asper
AS29 ProvDetn Cont AssetDefn

As
per
AS4 event May June out of scope why

BODApproval

26ᵗʰApr

case
QA will win case

But
inflow not oaw.irp ffs 2A

Supplier
virtually
certain QA Customer

F
Contingent

it K

Asset

in


