
AS29 Provisions Contingent liab ContingentAssets

I Definitions

liability It is a Present obligation

Arisingout of Past Events
Settlement of which is expected to result in
outflow of Resources

Example
Goodspurchased on credit PurchAll Do

To Creditors Tradepayables
Bls liab

c

Present pastEvent outflowof
obligation Resources

GoodscreditpeDef Below tosettle
Kharidna is the this ciab
past event we will

have to
pay CIB

obligation obligating event

It is an event that results in an enterprise having no realistic
alternative to settling the obligation



Presentobligation More like than NOT More than 50 chance
of paying it

Possible
obligation less likely than NOT less than or equal to

50 chance of paying it

Past Event
For an obligation to arise there should be a pastevent

eg i Creditors Past Event is purchasing on credit
ii loantaken n

taking loan from a Bank
iii Penalty on Govtdues
or penalty on contamination

Past event is not paying thegovt
does od contaminating the rived

I Provisions

DefinitionofProvision
It is a liab with uncertain timing or Amount

RecognitionofProvision
A prov should be recognised when
i An entity has a present obligation liab

tii As a result of pastevents
i It is probable that an outflowofResources will berequired
6 A reliable estimate of the amount can be made



Measurement ofProv
Entity shall apply its Best estimate to measure the amt ofprox
Amount of Prov should NOT be discounted toits present value
Exception In case of Decommissions Dismantling siteRestoration it is
recorded at Present value AS 10

Changes in Prov
Prov should be reviewed at each Bls date toreflect the Best estimal

If prov is no longer required then reverse the prov

Use of Prov
Only expenditure that relate to the original provision are adjusted
against it

eg Warranty prov 15000 Actual exp incurred on warranty is
12000

0
Warranty ExpCPIL Dr 15000 prov forwarranty 12000
To Provfor warranty 15000 TO CIB 12000

Reverse excess Prov

Prov forwarranty Do 3000
To pie Reverse 3000



Specialpoints

If any law is announced bygovt due to which obligate arises on
Co then create provonly when law is virtually certain to be
implemented

if spared Modiji
Dekh Liya

C

River case i case iicontaminate law laame ka
Modiji lawBanwasock liya
diya

v

River contamination parliament announce

penalty totakles
formalsigning

pending
vShould sparsh create

a Prov forpenalty
law is virtually
certain to be

Na Munna.Ma implemented

Should sparsh
create a Prov

YES Babu YES



ii Requirement of inspection majoroverhaul
Only those prov are recognised for which entityhas Norealistic
alternative rather than settling it
If an entity can avoid such expenditure by its futureaction
then NOProv is recog

g q
life20m majoroverhaul

PutJet Every 5years Inspection is mandatory
Al
v

Entity can avoid this exp by its future actions i.e By selling the
Pvt Jet within 5yrs No obligation hence NoProv

Note Prov can be made after 5yrs of use of PutJet when inspection
costBecomes due

i Future operating losses

No provision is to be recognised as it does not meet theDef of
Prov It doesnot arise from past event

x Onerous Contract loss
making contract

It is a contract where unavoidable cost of contract will exceeds
the Benefit Revenue fromcontract
Prov is to be recog for onerous contract at
lower of

unavoidable loss Esr Ttl

Penaltyon cancer



eg Himanshu sellgoodsto Yash

s p 50,000
Cost toHimanshu 55000

Penalty on canied 10000

501 Prov for onerous contract
lower of Rev cost

1 Unavoidable cost 5000 50 00 55800

ii Penalty 10000 v

Prov will be 5000

Teams Kheti farming

1 Restructuring Scope ofBusiness
It is a program that materialchanges

Manner in which
Bush is conducted

offline Online

A provision forrestructuring cost is recognisedIntywhen
team

recognition criteria ofProv are met

eg Restructuring Kame ka sach rahe hai no stepsundertaken No Prov

Restructuring plan ready announcedrestructuring stepsundertaken started
CreateProv forRestructuring



RestructuringProv Aut
l

u

Includes Excludes

nly the direct expenditure Retraining costof
arising from restructuring continuing staff
which are BOTH Relocationcost of

Necessarilyentailed by restructuring continuing staff
ANDO Marketing

b Not associated with ongoingactivities Invest in Newsystem
ofthe entity

These
exp relate to future

conduct of Bush

eg For Restructuring
Offline Teaching OnlineTeaching

v

Exp which are arising from
restructing
i 10emp layoff 2monthssalary i temptraining relocate

ii 2 Years Rentpayable to new location

agreementnon cancel ii Markets of online Teach
ii otherRelevant expfor iii Invest in New system

closing the Burn Mic PC Camera Ipad etc

Included in Prov No Prov
H

As this relates to future
conductof Bush



i Reimbursement

In this case some or all of the exp required to settle a prov is

expected to be reimbursed by another party
Given

Reimbursement 70

PII Exp 100 Reimb Asset AlcDo 70
TOProv 100 To ReimbIncome PII 70

Extract
PIL BIS

Exp 100 ReimbInc 70 lied Asset
Prov 100 ReimbAsset 70

PIC netoff allowed BIS No Netoff allowed

Reimb is recog only when it is virtually certain that such
reimb will be read

Aunt of Reimb shall NOT exceed the aunt ofprov



I Contingent liab

Definition Any 1Defn to be met
ORO

O It is a Possible obligation It isPresentobligat It is a Presentob

arisingout of Past Event arising out ofPastevents arising out ofPastEven
xistence of which will whereoutflow is NOT whereoutflow is probab
oe confirmed by occurrence probable But Aut cannot be
on occurrence of one or but Amt can be estimated reliably
more future uncertain estimated reliably
events

case egAbhinav Took loan eg All Aman

g All Aman from Dena

1
Bank chancesof

chances GuaranteebyAI losing100

of losing
are 25 All Books Contingent But cannot estthe

Ciab Auntof Penalty
OssOb cont liab v

Cont liab



AHai BhaisatraabExclusive

liab Prov Cont liab
Present ob Def
Past Event liab with uncertain v

Outflowof timing or Aunt PossOb Presentob Presentob
Resources Recogn criteria PastEvent PastEvent PastEvent

PresentOb outflow is outflow is

Past Event NOTprobable probable

outflowofResources Aut canbe Aut canno
ReliableEstof est reliably be estreliab

Ant

Recog of Cout liab
Coat liab should NOT be recognised butshould be disclosed in

Notes to Alc's

If probability of contingent liab is veryRemote eg chancesof losing
the case is 5 or less there is no need to disclose such cont Ciab

I Contingent Asset

Definition
It is a possible Asset arising out of Past Event existenceof which
will be confirmed only by occurrence or non occurrence of one or
more uncertain future event



Recog of Contingent Asset
Neither recog

nor disclosed in FS
Director's

If co wants it can disclose in Approving authorityReport
If inflow is virtually certain then it is no more a contingentasset

It becomes a normal asset Recognise in FS eg Below

eg Alc case
Deepa

v

won the case r
H

will be read pyme

contingent Asset Asset r

lakh compensation
Recognise

1
Buss paisa aana baaki hai

ormal of Ans
As
per AS29

Define Prov Cout liab Coul Asset Reimb Restructuring_

Cain if any

Conclusion2 3 lines



19ᵗ Jhan2020 15h0 pathian2011Q
nTM pyroyer a 20101 1
2019 29ᵗ Jhan31 3 20 3 321

2020

InvoiceDate Amount Warranty Period WarrantyPeriod

remaining on31.3.20 Remaining on 31.3.21

9ᵗ Jhan2019 120000 lessthan 1hr 3 Nowarrantyremains

9ᵗʰ Jan 2020 75000 more than Yr 4 lessthan Yr 3
5ᵗʰ Oct 2020 270000 more than Yr 4

Calculation of Prov
As on 31.3.20 120000 3 1 175000 41 6600 11 Exp 6600

ToProv 6600

As on 31.3.21 75000 3 270000 4 13050 PII Exp 13050 64s
TOProv 13050

645

BIS 31.3.20 BIS313

Prov 660 4643050Prov



011 UDR

Sales sales Cumulative likelyReturn
Returns Prov 20

month value sales in F

March 60,00000 60.00.000 6 360000 72000

Feb 48 00,000 1.08.00000 7 756000 151200

Jan 36.00.000 1,4400,000 8 1152000 230400

453600

Provfor returns is createdonly for the profitmargin on these returns
AND Caln of Profitmargin on sales

100

To
100 20

021 CDR

1 QA will loose

Supplier QAIM Customer

F An P1 313 24 K

Virtually Record 5.2 or
certain Asset

virtcertain ContingentAsset
NoRecording Nodisc



U 31 3 24 Cout Asset
casenotyetwon

I
01 06 24 It will become asset

Asper AS 4 FS approved on 26ᵗʰApril Event of May June is out

of scope of AS4


