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“a. Information available prior to issuance of the financial statements
indicates that it is probable {i.e. Likely To Occur) that an asset
had been impaired or a liahility had been incurred at the date of
the financiai statements.”
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“(h) it is probable (ie. more likely than not) that an outflow of
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“(36) The amount recognised as a provision should be the best estimate
of the expenditure required to settle the present obligation af the
halance sheet date,

(37} The best estimate of the expenditure required to settie the present
obligation is the amount that an enterprise would rationally pay
to settle the obligation at the balance sheet date or to transfer it
to a third party at that time.”
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“Probable future sacrifices of economic benefits arising from present
obligations of a particular entity to transfer assels or provide services to
other entities in the future as a result of past transaetions or evenis.”
{CON 6, Par. 35).
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“The decision to recognize an asset or liability (or a change in an
existing asset or liability) is different from the decision about a
relevant measuremen! attribute. However, there are unavoidable
interactions between accounting recognition and measurement.”
(CON 7, Par. 35).
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“Probable is used with its usual general meaning, rather than in a
specific accounting or lechnical sense (such as that in Statement 5,
par. 3}, and refers to that which can reasonably be expected or helieved
on the basic of available evidence or logic but is neither certain nor
proved ( Webster's New World Dictionary, p. 1132). lts inclusion in the
definition is intended to acknowledge that business and other economic
activities occur in an envirenment characterized by uncertainty in which
Sfew outcomes are certain.’’ (CON 6, Par. 35, Footnote No. 21).
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“Technigues like the use of expected cash flows can extend the
application of present value 1o measurements for which it was previously
considered unsuitable. The use of simplifying assimptions allows
accountanls to develop present value measurements that are
sufficiently reliable and certainly more relevant than undiscounted
measurements.” (CON 7, Par. 73)
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“Adopting fair value as the objective of present value meadsurements
does not preclude the use of information and assumptions based on an
enlity’s expectations. As a practical matter, an entity that uses cash
flows in accounting measurements often has little or no information
about some or all of the assumptions that marketplace participants
would use in assessing the fair vatue of an asset or a liability. In those
situations, the entity must necessarily use the information that is
available without undue cost and effort in developing cash flow
estimates. The use of an entity’s own assumptions about future cash
Slows is compatible with an estimate of fair value, as long as there are no
contrary data indicating that marketplace participants would use
different assumptions. If such data exist, the entity must adjust its
assumptions to incorporate that market information.” (CON 7,
Par. 38).
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