(a) FRS 12 : Provison contigent liabilitis and contingent Assets stat’s that a provison should be recognised if all the following conditions are met: 
(a) There is a present obligation to transfer economics benfits as a result of a past event. 


(b)
it is probable that a transfer of economic benefits will be 


required to settle the obligation.


(c)
a reliable estimate can be made of the amount of the 



obligation.
Two of the three conditions are clearly met. Clean Plc will ensure expenditure, and the director has proposed an estimate of the amount, which can be announced as reliable. 

Although Clean Plc is not legally obligated to carry out the project, it appears that it has a reputation for fulfilling its financial commitment, and they have to be announced publicly. 

Thus, the obligating event is the announcement of the obligating event on 25th June 2002, and hence Clean Plc is required to recognise a provision.
