Memorandum
To: Prof. Sharon Brickman
From: Rosa Espinal
Date: Wednesday, October 10, 2019
Subject: Contingencies
For the four contingencies that our Western Company is encountering at present, I have my initial one while being in the process of reporting for each situation, as explained below for your kind examination. However, I would like to first remind or refresh you on what exactly is a contingency. A contingency is an adverse circumstance that is possible to occur later, the outcome is uncertain, but if it does happen, it often results in a loss. So, what remains to be important is the outcome. In the business world, one can invest, thinking that they will make a profit only for an unexpected event to happen that results in a loss. Due to this fact, it remains overly essential to come up with a good contingency plan so that in case of these events, we have a backup to rely on confidently.
For example, a company may be in a legal lawsuit, which will take a long process to complete while liability and sum for the same can be unsure. Such an occurrence may result in losses, especially in the upcoming future. We refer to such conditions as a contingent liability. In that case, the company generates financial information for the coming future in advance for the users of the financial statements. In such a situation, long-term can be the basis to refinanced the short-term duties or influenced by the goods of refinancing agreement at the date of journalism, and the stating of the low taxes can be as noncurrent liabilities.

The labor arguments typically define a loss contingency. However, whenever there is a possible, the quantity of damage is usually not rationally estimated. In such a situation, a disclosure note is applicable. During the year 2018, out of the many plants owned by the company, three of them experienced labor arguments. As a result, the same company expects that soon; an arrangement comes in. Many meetings between the company and the associations have not generated any notable agreement. As a result of this, the shutdown has been continuous at these amenities.
Next is a contingency that found in the A.J. Conner Company. The contingency present is the gain contingency. In this type of is contingencies, it does not accrue regardless of whether the gain is presumable and soundly appreciable. It is only when the determination is complete that the gain contingency can be acknowledged. However, accounts do not record gain contingencies; hence, the disclosure should take place in the notes taken alongside the financial statements. Following the contractual agreement in 2016 with A.J. Conner Company, there were many declarations. One of the notable contracts with the company is that it has the right to have $37 million for particular charges and outgoings repayments. The bankruptcy court gave a directive to A.J. Conner to pay the $23 million. The directive's implementation was to be as soon as possible. It was basically about the consummation of a suggested fusion with the other company group.	
Warranty expenses (2%*2, 100, 000)					$42,000
Liability warranty estimate						$42,000
Liability warranty estimate						$40million
Cash 									$40million
Estimated warranty liability (39million + 42million-49million) 	$41million
Parts, Cash, supplies, and payable wages, etc.			$41million
On the other hand, it is the loss of contingency. A good example of such is a lawsuit by The Crump Holdings. Although the trial took place in 2014, the action cause happened in 2013. Only a disclosure note is required since a disapproving issue is soundly possible, but not probable.  Also, the amount is not reasonably in expectation. In a bid to have $88 million as a considerable boost to the investment in the cost the company underwent after the sale of its textile business last year, in January 2019, Crump sued the company. Crump Holdings complains that it poorly stated both the liabilities and assets that were used to compute the purchase value. In response to the criticism, the company has plans to protect the lawsuit with a lot of vigor. The management of the company believes that the case’s outcome will have no significant hostile effect on the financial situation of the company.
	Gain contingencies or the probable incidences is a situation that is uncertain and whose solution will be established in the future and probably end up to be a gain contingency to the company. If individual contingency results to a gain contingency, the notes accompanying the financial statements state its nature. Most of the time, realize a gain if a particular incident that brings about the gain contingency takes place, then the gain contingency is disclosed. If the gain contingency is credible and countable, it does not accrue for financial reporting. However, for communication, it can be done in the notes taken alongside the financial statements. In the case where the gain contingency is not likely to happen, or its amount is easily estimated, a sign which in reality discloses the type of gain confirms it in the financial statements. A perfect example of this contingency is higher chances of a favorable decision in a lawsuit or even a dispute arising from tax in a government body.
I hope the above explanation should be satisfactory to suffice the situation encountered by the company, and we could debate further in this concern when we meet today.
Sincerely,
[bookmark: _GoBack]Rosa Espinal


