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[bookmark: _Hlk16598750]Provisions, Contingent Liabilities and Contingent Assets
Answers
True or false.

	
	True or false?

	[bookmark: _GoBack]a) All provisions which fall under the scope of FRS 102 are liabilities. 
	True. A provision is a liability of uncertain timing or amount.


	b) all liabilities are different types of provisions.


	False. A liability is an obligation of an entity to transfer economic benefits as a result of past transactions or events. Examples of liabilities that are not provisions are accruals and trade creditors.


	c) Before a provision may be recognised, FRS 102 requires it is probable a transfer of economic benefits will be required to settle the obligation.  FRS 102 defines probable as more likely than not.

	True. 


	d) An obligating event exists where a past event leads to either a legal or constructive obligation.

	True. 


	e) A constructive obligation can exist where an entity has made a commitment to a particular course of action, though this commitment has not been communicated to affected parties.


	False. For a constructive obligation to exist, the entity must create valid expectations in those affected.
 

	f) All provisions should be discounted.

	False. Provisions should only be discounted where the effect of the time value of money is material.
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