
 















































































































IND AS 37

Provision Contingent Liabilities

A ContingentAssets

1 overview

x x x x x

Applicability Liability Provision
Contingent Continge

I 3 4 liability
Assets

5 T

2
Applicability
1 It is applicableto provisions in nature ofliability

It is not applicable on

provision forexpected losses
PFDD PF Imp loss
P FDep



 















































































































ii It is not applicable to executory contract
unless onerous

Iii This standard is not applicable if other INAs applies i e all other standards whichdeal

with liabilities

eg
F L EB DTL ConsContracts

10 Situation

Contingencies

a u Ñ
x

Amtreceivable Amtpayable

contingentAsset

should not be recognised
09

Yin FIS unless in the

nature of reimbursement
Yes



 















































































































illonofspg.kfaini.im im ifpossible
Reimbursement

Probable

amt canbe amountCanno
estimated beestimated

iilplananet

jtytflingyyywwf.ae

am

p
is
obligation Liab tosettle

it can be
legal cnet.vew

t

ffyy1yy
y

ii

1 I
Certain Probable possible Remote

very
thannot likelythan rare

not

purabilityint 100 50 751450 55

I



 















































































































10113
Amountpayable

x x x

Canunentainfunc tain

but Canbe I cannot
estimated beestimated

2 Liability i it is a

Presentobligation and settlementofobligation

arising from will result in outflow

past event ofeconomic resources

or x

legal
constructive

from'contract Published
policyor

or legislation pastpractice or
commitment



 















































































































3 Provision
a
Meaning it is a liability of

uncertain amount or

timing ie

I
Present

obligation
is outflowof s amount can

arising from
resources beestimated

is probable reliablyPast events

b Recognition
1 Provision shall be recognised as a liability in
FIS

1 Amount of provision

x

if there are many if there is one
possible outcomes possible outcome

then calculate Then consider

expected value byusing eg10cares entire amt

probability of each 6high estimate

outcome 4 low



 















































































































prob't cashoutflow

if expenditure is to be incurred

after one year then provision should be

recognised PV by using pure tax discounting
rate

charge interest on unwinding of prov as
finance Cost

if there is risk that actual outflow would
be more than the expected PV of outflow then
Expected P.v of outflow xxx

Risk Return
Amountof provision Referlast

Q ofIND
3

Provision should be reviewed at each BIS
date s adjusted to reflect the current
best estimate if it is no longer required
then it should be reversed



 















































































































if an entity can avoid any expenditure by
its future actions then no provision
is recognised on such expenditures

eg Future operating cost like overhaul or

inspection operating tones etc

Is there any situation that will

lead to exp

No
sitotation

No all

it means that has to be accrue notaccrued

soigitcanseaminasomm.fm
bcoz if it cannot be avoided then oblig

prov

f

Iii Onerous Contract 1 is a contract in which

unavoidable cost of meeting the obligation
exceeds economic benefits to be received under it
Amount of provision lowerof

Ion offulfilling the onerous contract



 















































































































f f g
or

Penalty for Non performance
of contract i e Exiting the

Contor

eg HD Ltd sold acquard with 6mof
Su contract for 5000

should entity recognised costof service
on provisional bairs

I

No Yes
i

it is executory
Contract

if costofSm ifcostofFor Service

Then Create E For

provisionofElwo butpenalty
loss 500

1
103201
penalty 51

3W I L

hence Create aprov forsuo



 















































































































IN Restructuring is a plan to change the

scopeof business or manner of
conducting business

egs Internal Reconstruction
closure of Division

sale of Division

Prov for Restructuring Cost is recognised
when constructive obligation to me structure
arises when 7

x

entity has a
and

entity has raise

detailed formal a valid expectation

plan for restructuring
by announcing
the plan

amount of provision for Restructuring cost
include only direct expenditure arising
from restorturing i e

staff termination immediate



 















































































































ff
compensation to customer cost incurred

leave termination cost forReionstoy

Relocation Cost Retraining lost of employees
simp low on assets are not considered
in amount of provision

V Reimbursements

if expenditure required to settle the

obligation is expected to be reimbursed

by other party and is virtually certain
95 that reimbursement will be

received then

x x x

Reimbursement provisionExp and Reimbursem

shall be recognised Reimbursement Shallnot

as a separate income canbe exceed

asset in BIS presentedby provision

nettingoffin amount

PIL



 















































































































eg Took a forward contract to sell gold
30000 but since price started

mising co purchased a forward
Contract to sell F 35000

No price Meacher Floor
BIS PIL

Prov on fi low F 1 Receive 5000
Prov fortors soon

Reimbursement

if Reimbursement are not virtually certain
then disclose it in Notes to FIS

5 Contingent liability
a meaning

ay
Realbligationne Presentobligation

arising from past events arisingfrompart
that will be confirmed events and

only on occurrence



 















































































































y
or non occurrenceof
certain future events outflow of or am

economic Cannot

resources be
is not estimate

probable reliably

b Recognition C L shall not be recognised
but it should be disclosed in notes to

all However if possibility of outflow is
remote i e ten than 5 than disclosure
is also not required

6 Contingent Anets
a
meaning 1 Possible asset arising from
past events that will be confirmedonly
on occurrence non occurrence of uncertain
future events

b Recognition



 















































































































if inflowof economic if inflowof economi
resources is probable resources is not

but not virtually probable
certain

no disclosure

is close in Notes required
to aic
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