
MASB 20, Provisions, Contingent Liabilities and Contingent Assets 

MASB 20 supersedes the parts of MASB Approved Accounting Standard, IAS 10, 
Contingencies and Events After the Balance Sheet Date that deal with contingencies. The parts 
of that Standard, which deal with events after the balance sheet date, are superseded by MASB 
19, Events After the Balance Sheet Date. MASB 20 prescribes the appropriate recognition 
criteria and measurement bases to be applied to provisions, contingent liabilities and contingent 
assets and that sufficient information is disclosed in the notes to the financial statements to 
enable users to understand their nature, timing and amount. 
 
Highlights:  

 

 

1. MASB 20 should be applied by all enterprises in accounting for provisions, contingent 
liabilities and contingent assets, except those: resulting from financial instruments that are 
carried at fair value; resulting from executory contracts, except where the contract is 
onerous; arising in insurance enterprises from contracts with policyholders; and covered 
by another MASB Standard. 

 

 

2. MASB 20 requires that: 
    

(a) provisions should be recognised in the balance sheet when, and only when: an 
enterprise has a present obligation (legal or constructive) as a result of a past event; it 
is probable (i.e. more likely that not) that an outflow of resources embodying 
economic benefits will be required to settle the obligation; and a reliable estimate can 
be made of the amount of the obligation; 

  

(b) provisions should be measured in the balance sheet at the best estimate of the 
expenditure required to settle the present obligation at the balance sheet date. 
However, uncertainty does not justify the creation of excessive provisions or a 
deliberate overstatement of liabilities. An enterprise should discount a provision 
where the effect of the time value of money is material and should take future events, 
such as changes in the law and technological changes, into account where there is 
sufficient objective evidence that they will occur; 

  

(c) the amount of a provision should not be reduced by gains from the expected disposal 
of assets nor by expected reimbursements. When it is virtually certain that 
reimbursement will be received if the enterprise settles the obligation, the 
reimbursements should be recognised as a separate asset; and 

  

(d) a provision should be used only for expenditure for which the provision was 
originally recognised and should be reversed if an outflow of resources is no longer 
probable. 

 

 

 

3. MASB 20 sets out three specific applications to these general requirements: 
    

(a) a provision should not be recognised for future operating losses; 
  

(b) a provision should be recognised for the present obligation under an onerous 



contract; and 
  

(c) a provision for restructuring costs should be recognised only when an enterprise has a 
detailed formal plan for the restructuring and has raised a valid expectation in those 
affected that it will carry out the restructuring or announcing its main features to 
those affected by it. 

 

 

 

4. MASB 20 prohibits the recognition of contingent liabilities and assets. An enterprise 
should disclose a contingent liability, unless the possibility of an outflow of resources 
embodying economic benefits is remote, and discloses a contingent asset if an inflow of 
economic benefits is probable. 

 

 

5. MASB 20 requires the enhanced disclosure for each class of provision, contingent 
liability and contingent asset. 

 
 
Effective Date: 1 July 2001 


