Provisions, Contingent Liabilities and Reimbursements

Provisions and Contingent Liabilities

	Where, as a result of past events, there may be an outflow of resources embodying future economic benefits in settlement of: (a) a present obligation the one whose existence at the Balance Sheet date is considered probable; or (b) a possible obligation the existence of which at the Balance Sheet date is considered not probable.

	There is a present obligation that probably requires an outflow of resources and a reliable estimate can be made of the amount of obligation
	There is a possible obligation or a present obligation that may, but probably will not, require an outflow of resources.
	There is a possible obligation or a present obligation where the likelihood of an outflow of resources is remote.

	A provision is recognized (paragraph 14).

Disclosures are required for the provision (paragraphs 66 and 67).
	No provision is recognized (paragraph 26).

Disclosures are required for the contingent liability (paragraph 68).
	No provision is recognized (paragraph 26).

No disclosure is required (paragraph 68).


There may be circumstances where the enterprise has a right to recover some or whole of the liability from a third party, i.e. , a third party will reimburse the expense incurred by the enterprise.

Such reimbursement will be treated as under:

Reimbursements

	Some or all of the expenditure required to settle a provision is expected to be reimbursed by another party

	The enterprise has no obligation for the part of the expenditure to be reimbursed by the other party
	The obligation for the amount to be reimbursed remains with the enterprise and it is virtually certain that reimbursement will be received if the enterprise settles the provision.
	The obligation for the amount to be reimbursed remains with the enterprise and the reimbursement is not virtually certain if the enterprise settles the provision.

	The enterprise has no liability for the amount to be reimbursed (paragraph 50).

No disclosure is required.
	The reimbursement is recognized as a separate asset in the Balance Sheet and may be offset in the statement of profit and loss. The amount recognized for the expected reimbursement does not exceed the liability (paragraphs 46 and 47)

The reimbursement is disclosed together with the amount recognized for the reimbursement (paragraph 67 (c)).
	The expected reimbursement is not recognized as an asset (paragraph 46).

                                           The expected reimbursement is disclosed (paragraph 67(c)).


