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Contingent liability refers to a liability that is likely to occur following an outcome of an uncertain future event happening. It is more often recorded in the accounting book when the contingency is likely, and the amount proposed as liability can easily be assessed and estimated (Dempster et al., 2003). The contingent liability depends on the probability of future events occurring or failure to occur. 
[bookmark: _GoBack]The most common example of contingency is the specified warrant on products, outstanding lawsuits, and various government probes. For instance, a person may decide to file a claim towards the organization, and then the organization is left with only one option of contingent liability. The claim liability is, however, reliant when the organization loses the claim. A company having few claims may be unpleasing suits and does not constitute the company liability. However, on the expectation of contingent liability and misfortune that are easily assessed, the resulting sum is considered a liability. 
A contingent liability can act as a responsibility that a business has to undertake. The approaches taken to deal with a contingent highly depend on the probability of liability occurring and the capacity to predict such occurrence. 
Not all liabilities qualify to be contingent liabilities, such as few liabilities but instead evaluated to meet the actual requirement. The operation performed on the premises, such as a premium on laborer, repairs, and charges on the property, has nothing to do with contingent as the actual sums are unknown during the budgeting process; therefore, such liabilities need to be recorded through evaluated sums. 
The three GAAP specified contingent liabilities include possible, probable, and remote according to the probability of occurrence. The probable contingencies are more often likely to occur and can be estimated reasonably. An exception is the remote contingencies are unlikely to occur. The rest form part of the financial statements and equally can be expressed as expense accrued on income statement or liability in the balance sheets (Reis, 2015). 
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