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amount A liability is a present obligation arising from past events, the settlement of which is
expected to result in an outflow of resources embodying economic benefits. Whether a past
event results in a present obligation is usually clear. Thus, it is clear from the circumstances
that the entity's sale of goods without warranty is an obligating event that resulted in a present
obligation for the issuance of warranty costs. Recognition of provisions is appropriate when the
entity has a legal or constructive present obligation resulting from a past event (called an
obligating event), it is probable that an outflow of economic benefits will be necessary to settle
the obligation, and its amount can be reliably estimated. Assuming that the amount of
warranty costs can be reliably estimated all though they are uncertain in timing and amount
compared with a trade payable, for example) and that the outflow is probable in these
circumstances, "more likely than not"), the manufacturer's contractual present obligating
should result in recognition of a provision.
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