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Two different uncertainty decisions
MODULE 3 / CONTINGENCIES UNDER IAS 37

First establish the past event and whether an obligation or possible asset exists. A present obligation meeting
all provision criteria goes to the provision-recognition map.

LIABILITY SIDE
Possible obligation, or a present obligation that fails the provision recognition gates.

Is the possibility of an outflow remote? No IAS 37 disclosure required
Continue to reassess relevant developments.

Disclose a contingent liability; do not recognise it as a provision
Explain the nature and, where practicable, financial effect, uncertainties and possible reimbursement.

ASSET SIDE
Is the inflow from a possible asset virtually certain?

Recognise the asset
It is no longer contingent. Record related

income appropriately.

Is the inflow probable?
Likely, but not virtually certain.

Disclose a contingent asset
Do not recognise the possible gain. Avoid

misleading certainty.

Not probable: no IAS 37 recognition or disclosure. Continue assessment.
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Keep the distinctions: possible is not the same as remote; virtually certain is not an invented fixed
percentage. Assess changes each reporting date. The rare serious-prejudice disclosure exception still
requires the general nature and reason for non-disclosure.

Historical accounting context: October 2022. Independent Accounting Ahead design and examples. AASB 137, December 2021,
paragraphs 27-35 and 86-92. This card concerns IAS 37; other standards can require different recognition, including in business
combinations.

https://standards.aasb.gov.au/aasb-137-dec-2021

