IAS 36 Impairment of Assets

(UNIT1)
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2 This Standard shall be applied in accounting for the impairment of all assets,
other than:

inventories (see I1AS2 Inventories);

assets arising from construction contracts (see IAS 11 Construction Contracts);

)

)

c) deferred tax assets (see IAS12 Income Taxes);

) assets arising from employee benefits (see IAS19 Employee Benefits);

) financial assets that are within the scope of IAS39 Financial Instruments:

Recognition and Measurement;

(f) investment property that is measured at fair value (see IAS40 Investment
Property);

(g) biological assets related to agricultural activity that are measured at fair value

less estimated point—of—sale costs (see IAS41 Agriculture);

(h) deferred acquisition costs, and intangible assets, arising from an insurer’s




contractual rights under insurance contracts within the scope of IFRS4
Insurance Contracts; and

non—current assets (or disposal groups) classified as held for sale in
accordance with IFRS 5 Non-current Assets Held for Sale and Discontinued
Operations.
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respective of whether there is any indication of impairment, an entity shall also:
(a) test an intangible asset with an indefinite useful life or an intangible asset not

yet available for use for impairment annually by comparing its carrying amount
with its recoverable amount. This impairment test may be performed at any
time during an annual period, provided it is performed at the same time every
year. Different intangible assets may be tested for impairment at different
times. However, if such an intangible asset was initially recognised during the
current annual period, that intangible asset shall be tested for impairment
before the end of the current annual period.
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12 In assessing whether there is any indication that an asset may be impaired, an
entity shall consider, as a minimum, the following indications: External sources of
information
(a) during the period, an asset’s market value has declined significantly more than
would be expected as a result of the passage of time or normal use.
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2 This Standard shall be applied in accounting for the impairment of all assets,

other than:

inventories (see 1AS2 Inventories);
assets arising from construction contracts (see IAS 11 Construction Contracts);

)

)

) deferred tax assets (see IAS12 Income Taxes);

) assets arising from employee benefits (see IAS19 Employee Benefits);
)

financial assets that are within the scope of IAS 39 Financial Instruments:
Recognition and Measurement;

) investment property that is measured at fair value (see IAS 40 Investment

Property);

(g) biological assets related to agricultural activity that are measured at fair value

less estimated point—of-sale costs (see IAS41 Agriculture);

(h) deferred acquisition costs, and intangible assets, arising from an insurer’s

contractual rights under insurance contracts within the scope of I[FRS4
Insurance Contracts; and

(i) non—current assets (or disposal groups) classified as held for sale in

accordance with IFRS5 Non-current Assets Held for Sale and Discontinued
Operations.

3 This Standard does not apply to inventories, assets arising from construction

contracts, deferred tax assets, assets arising from employee benefits, or assets

classified as held for sale (or included in a disposal group that is classified as held

for sale) because existing Standards applicable to these assets contain requirements

for recognising and measuring these assets.

4 This Standard applies to financial assets classified as:




(a) subsidiaries, as defined in IAS27 Consolidated and Separate Financial
Statements;

(b) associates, as defined in IAS28 Investments in Associates; and

(c) joint ventures, as defined in IAS31 Interests in Joint Ventures.
For impairment of other financial assets, refer to IAS39.
This Standard does not apply to financial assets within the scope of IAS39,
investment property measured at fair value in accordance with 1AS40, or biological
assets related to agricultural activity measured at fair value less estimated
point—of—sale costs in accordance with 1AS41. However, this Standard applies to
assets that are carried at revalued amount (ie fair value) in accordance with other
Standards, such as the revaluation model in IAS 16 Property, Plant and Equipment.
Identifying whether a revalued asset may be impaired depends on the basis used to
determine fair value:

(a) if the asset’s fair value is its market value, the only difference between the
asset’s fair value and its fair value less costs to sell is the direct incremental
costs to dispose of the asset:

(i) if the disposal costs are negligible, the recoverable amount of the revalued
asset is necessarily close to, or greater than, its revalued amount (ie fair
value). In this case, after the revaluation requirements have been applied,
it is unlikely that the revalued asset is impaired and recoverable amount
need not be estimated.

(i) if the disposal costs are not negligible, the fair value less costs to sell of
the revalued asset is necessarily less than its fair value. Therefore, the
revalued asset will be impaired if its value in use is less than its revalued
amount (ie fair value). In this case, after the revaluation requirements have
been applied, an entity applies this Standard to determine whether the
asset may be impaired.

(b) if the asset’s fair value is determined on a basis other than its market value,
its revalued amount (ie fair value) may be greater or lower than its recoverable
amount. Hence, after the revaluation requirements have been applied, an
entity applies this Standard to determine whether the asset may be impaired.
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An active market is a market in which all the following conditions exist:
(a) the items traded within the market are homogeneous;

(b) willing buyers and sellers can normally be found at any time; and
(c) prices are available to the public.
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groups of assets.

A cash—generating unit is the smallest identifiable group of assets that generates
cash inflows that are largely independent of the cash inflows from other assets or
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flows of both the cash—generating unit under
units.

Corporate assets are assets other than goodwill that contribute to the future cash

review and other cash—generating
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Costs of disposal are incremental costs directly attributable to the disposal of an
asset or cash—generating unit, excluding finance costs and income tax expense.
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The recoverable amount of an asset or a cash—generating unit is the higher of its
fair value less costs to sell and its value in use.

[LEN )

M 7| (fair value less cost to sell)




Blel® WL HelolAl s SBE YARIZI| KA £ HIHEERI o2t
oRRE AT & Ys BUNA XHEuSS A2s Y

Fair value less costs to sell is the amount obtainable from the sale of an asset or
cash—generating unit in an arm’s length transaction between knowledgeable, willing
parties, less the costs of disposal.
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Value in use is the present value of the future cash flows expected to be derived
from an asset or cash—generating unit.
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An impairment loss is the amount by which the carrying amount of an asset or a
cash—generating unit exceeds its recoverable amount.
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9 An entity shall assess at each reporting date whether there is any indication that
an asset may be impaired. If any such indication exists, the entity shall estimate the
recoverable amount of the asset.
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10 Irrespective of whether there is any indication of impairment, an entity shall also:

(a) test an intangible asset with an indefinite useful life or an intangible asset not

yet available for use for impairment annually by comparing its carrying amount

with its recoverable amount. This impairment test may be performed at any

time during an annual period, provided it is performed at the same time every

year. Different intangible assets may be tested for impairment at different

times. However, if such an intangible asset was initially recognised during the

current annual period, that intangible asset shall be tested for impairment
before the end of the current annual period.

(3) Al BtolA F S Hein
EMZALE 51010 B (IAS 36.10 (b), 96,).
4 2

[=}
» Ofd AdZAIZ|of AA|

=

n
rok

» 700l (current annual period) AIRZRIE Sdll F S dgA2 =7 2 oMo
EAMAET HxYF o2 oY)
» FdAHo| Hf R E 2 HAFEECHR(CGU)dl CHslh CHE AlZ[ol| BIt Jts

HEET|

(b) test goodwill acquired in a business combination for impairment annually in
accordance with paragraphs 80-99.

96 The annual impairment test for a cash—generating unit to which goodwill has
been allocated may be performed at any time during an annual period, provided the
test is performed at the same time every year. Different cash—generating units may
be tested for impairment at different times. However, if some or all of the goodwill
allocated to a cash—generating unit was acquired in a business combination during
the current annual period, that unit shall be tested for impairment before the end of

the current annual period.
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84 If the initial allocation of goodwill acquired in a business combination cannot be
completed before the end of the annual period in which the business combination is
effected, that initial allocation shall be completed before the end of the first annual
period beginning after the acquisition date.




85 In accordance with IFRS 3 Business Combinations, if the initial accounting for a
business combination can be determined only provisionally by the end of the period
in which the combination is effected, the acquirer:

(a) accounts for the combination using those provisional values; and

(b) recognises any adjustments to those provisional values as a result of

completing the initial accounting within twelve months of the acquisition date.

In such circumstances, it might also not be possible to complete the initial
allocation of the goodwill acquired in the combination before the end of the annual
period in which the combination is effected. When this is the case, the entity
discloses the information required by paragraph 133.
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31 After application of the equity method, including recognising the associate’s
losses in accordance with paragraph 29, the investor applies the requirements of
IAS 39 to determine whether it is necessary to recognise any additional impairment
loss with respect to the investor’s net investment in the associate.

32 The investor also applies the requirements of IAS39 to determine whether any
additional impairment loss is recognised with respect to the investor’s interest in the
associate that does not constitute part of the net investment and the amount of
that impairment loss.

33 Because goodwill included in the carrying amount of an investment in an
associate is not separately recognised, it is not tested for impairment separately by
applying the requirements for impairment testing goodwill in IAS36 Impairment of
Assets. Instead, the entire carrying amount of the investment is tested under IAS36
for impairment, by comparing its recoverable amount (higher of value in use and
fair value less costs to sell) with its carrying amount, whenever application of the
requirements in IAS39 indicates that the investment may be impaired. In determining




the value in use of the investment, an entity estimates:

(a) its share of the present value of the estimated future cash flows expected to
be generated by the associate, including the cash flows from the operations
of the associate and the proceeds on the ultimate disposal of the investment;
or

(b) the present value of the estimated future cash flows expected to arise from
dividends to be received from the investment and from its ultimate disposal.

Under appropriate assumptions, both methods give the same result.
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12 In assessing whether there is any indication that an asset may be impaired, an
entity shall consider, as a minimum, the following indications:
External sources of information

(a) during the period, an asset’'s market value has declined significantly more than
would be expected as a result of the passage of time or normal use.

(b) significant changes with an adverse effect on the entity have taken place
during the period, or will take place in the near future, in the technological,
market, economic or legal environment in which the entity operates or in the
market to which an asset is dedicated.

(c) market interest rates or other market rates of return on investments have
increased during the period, and those increases are likely to affect the
discount rate used in calculating an asset’s value in use and decrease the
asset’s recoverable amount materially.




(d) the carrying amount of the net assets of the entity is more than its market
capitalisation.

Internal sources of information

(e) evidence is available of obsolescence or physical damage of an asset.

(f) significant changes with an adverse effect on the entity have taken place
during the period, or are expected to take place in the near future, in the
extent to which, or manner in which, an asset is used or is expected to be
used. These changes include the asset becoming idle, plans to discontinue or
restructure the operation to which an asset belongs, plans to dispose of an
asset before the previously expected date, and reassessing the useful life of
an asset as finite rather than indefinite. {note: Once an asset meets the
criteria to be classified as held for sale (or is included in a disposal group
that is classified as held for sale), it is excluded from the scope of this
Standard and is accounted for in accordance with IFRS 5 Non-current Assets
Held for Sale and Discontinued Operations.}

(g) evidence is available from internal reporting that indicates that the economic

performance of an asset is, or will be, worse than expected.
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19 It is not always necessary to determine both an asset’s fair value less costs to

sell and its value in use. If either of these amounts exceeds the asset’s carrying
amount, the asset is not impaired and it is not necessary to estimate the other

amount.
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19 It is not always necessary to determine both an asset’s fair value less costs to
sell and its value in use. If either of these amounts exceeds the asset’s carrying
amount, the asset is not impaired and it is not necessary to estimate the other

amount.
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22 Recoverable amount is determined for an individual asset, unless the asset does
not generate cash inflows that are largely independent of those from other assets or
groups of assets. If this is the case, recoverable amount is determined for the
cash—generating unit to which the asset belongs (see paragraphs 65-103), unless
either:
(a) the asset’s fair value less costs to sell is higher than its carrying amount; or
(b) the asset’s value in use can be estimated to be close to its fair value less
costs to sell and fair value less costs to sell can be determined.
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20 It may be possible to determine fair value less costs to sell, even if an asset is
not traded in an active market. However, sometimes it will not be possible to
determine fair value less costs to sell because there is no basis for making a
reliable estimate of the amount obtainable from the sale of the asset in an arm’s
length transaction between knowledgeable and willing parties. In this case, the entity
may use the asset’s value in use as its recoverable amount.

21 If there is no reason to believe that an asset’s value in use materially exceeds

its fair value less costs to sell, the asset’s fair value less costs to sell may be used
as its recoverable amount. This will often be the case for an asset that is held for

disposal. This is because the value in use of an asset held for disposal will consist

mainly of the net disposal proceeds, as the future cash flows from continuing use
of the asset until its disposal are likely to be negligible.
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25 The best evidence of an asset’s fair value less costs to sell is a price in a
binding sale agreement in an arm’s length transaction, adjusted for incremental
costs that would be directly attributable to the disposal of the asset.

26 If there is no binding sale agreement but an asset is traded in an active market,
fair value less costs to sell is the asset’s market price less the costs of disposal.
The appropriate market price is usually the current bid price. When current bid
prices are unavailable, the price of the most recent transaction may provide a basis
from which to estimate fair value less costs to sell, provided that there has not
been a significant change in economic circumstances between the transaction date
and the date as at which the estimate is made.

27 If there is no binding sale agreement or active market for an asset, fair value
less costs to sell is based on the best information available to reflect the amount
that an entity could obtain, at the balance sheet date, from the disposal of the
asset in an arm’s length transaction between knowledgeable, willing parties, after
deducting the costs of disposal. In determining this amount, an entity considers the
outcome of recent transactions for similar assets within the same industry. Fair
value less costs to sell does not reflect a forced sale, unless management is

compelled to sell immediately.

Mz 2-™H27) (costs to sell)
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28 Costs of disposal, other than those that have been recognised as liabilities, are
deducted in determining fair value less costs to sell. Examples of such costs are
legal costs, stamp duty and similar transaction taxes, costs of removing the asset,
and direct incremental costs to bring an asset into condition for its sale. However,
termination benefits (as defined in IAS19 Employee Benefits) and costs associated
with reducing or reorganising a business following the disposal of an asset are not
direct incremental costs to dispose of the asset.

4, 8IS 71H-ALE 7 x| (value—in—use)
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31 Estimating the value in use of an asset involves the following steps:

(a) estimating the future cash inflows and outflows to be derived from continuing
use of the asset and from its ultimate disposal; and

(b) applying the appropriate discount rate to those future cash flows.
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55 The discount rate (rates) shall be a pre—tax rate (rates) that reflect(s) current
market assessments of:

(a) the time value of money; and

(b) the risks specific to the asset for which the future cash flow estimates have
not been adjusted.

H I7I517|
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MEJIH|Z (professional fees) 3,000
Hell Ml (Transfer taxes) 2,000
H S H|2(Associated legal costs) 9,000
28H| (Air freight and transport fees)* 4,000
E| &3 H|Zxx 8,000
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HEH D @
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its current condition.
Estimates of future cash flows shall not include estimated future cash
outflows that are expected to arise from:

44 Future cash flows shall be estimated for the asset in

inflows or

(a) a future restructuring to which an entity is not yet committed; or
(b) improving or enhancing the asset’s performance.

45 Because future cash flows are estimated for the asset in its current condition,
value in use does not reflect:

(a) future cash outflows or related cost savings (for example reductions in staff
costs) or benefits that are expected to arise from a future restructuring to
which an entity is not yet committed; or

(b) future cash outflows that will improve or enhance the asset’s performance or
the related cash inflows that are expected to arise from such outflows.

46 A restructuring is a programme that is planned and controlled by management
and materially changes either the scope of the business undertaken by an entity or

the manner in which the business is conducted. IAS 37 Provisions, Contingent




Liabilities and Contingent Assets contains guidance clarifying when an entity is
committed to a restructuring.

47 When an entity becomes committed to a restructuring, some assets are likely to
be affected by this restructuring. Once the entity is committed to the restructuring:
(a) its estimates of future cash inflows and cash outflows for the purpose of
determining value in use reflect the cost savings and other benefits from the
restructuring (based on the most recent financial budgets/forecasts approved
by management); and
(b) its estimates of future cash outflows for the restructuring are included in a
restructuring provision in accordance with IAS37.
lllustrative Example 5 illustrates the effect of a future restructuring on a value in use
calculation.
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40 Estimates of future cash flows and the discount rate reflect consistent

future cash flows are estimated in nominal terms.
effect of price increases attributable to general

market assessments of:

(a) the time value of money; and

not been adjusted.

assumptions about price increases attributable to general inflation. Therefore, if the
discount rate includes the effect of price increases attributable to general inflation,

estimated in real terms (but include future specific price increases or decreases).

55 The discount rate (rates) shall be a pre—tax rate (rates) that reflect(s) current

(b) the risks specific to the asset for which the future cash flow estimates have

If the discount rate excludes the
inflation, future cash flows are
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69 Cash inflows are inflows of cash and cash equivalents received from parties
external to the entity. In identifying whether cash inflows from an asset (or group of
assets) are largely independent of the cash inflows from other assets (or groups of
assets), an entity considers various factors including how management monitors the
entity’s operations (such as by product lines, businesses, individual locations,
districts or regional areas) or how management makes decisions about continuing or
disposing of the entity’s assets and operations. lllustrative Example 1 gives
examples of identification of a cash—generating unit.
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E2HET|
For the purpose of impairment testing, goodwill acquired in a business combination
shall, from the acquisition date, be allocated to each of the acquirer’s

cash—generating units, or groups of cash—generating units, that is expected to
benefit from the synergies of the combination, irrespective of whether other assets
or liabilities of the acquiree are assigned to those units or groups of units. Each
unit or group of units to which the goodwill is so allocated shall:

(a) represent the lowest level within the entity at which the goodwill is monitored

for internal management purposes; and
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102 In testing a cash—generating unit for impairment, an entity shall identify all the
corporate assets that relate to the cash—generating unit under review. If a portion of
the carrying amount of a corporate asset:

(a) can be allocated on a reasonable and consistent basis to that unit, the entity
shall compare the carrying amount of the unit, including the portion of the
carrying amount of the corporate asset allocated to the wunit, with its
recoverable amount. Any impairment loss shall be recognised in accordance
with paragraph 104.

(b) cannot be allocated on a reasonable and consistent basis to that unit, the
entity shall:

(i) compare the carrying amount of the unit, excluding the corporate asset,
with its recoverable amount and recognise any impairment loss in
accordance with paragraph 104;

(i) identify the smallest group of cash—generating units that includes the
cash—generating unit under review and to which a portion of the carrying
amount of the corporate asset can be allocated on a reasonable and
consistent basis; and

(ii) compare the carrying amount of that group of cash—generating units,
including the portion of the carrying amount of the corporate asset
allocated to that group of units, with the recoverable amount of the group
of units. Any impairment loss shall be recognised in accordance with
paragraph 104.
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6. A cash—generating unit is the smallest identifiable group of assets that generates
cash inflows that are largely independent of the cash inflows from other assets or
groups of assets.

68.As defined in paragraph 6, an asset's cash—generating unit is the smallest group
of assets that includes the asset and generates cash inflows that are largely
independent of the cash inflows from other assets or groups of assets. Identification
of an asset’s cash—generating unit involves judgement. If recoverable amount cannot
be determined for an individual asset, an entity identifies the lowest aggregation of
assets that generate largely independent cash inflows.

70 If an active market exists for the output produced by an asset or group of
assets, that asset or group of assets shall be identified as a cash—generating unit,
even if some or all of the output is used internally. If the cash inflows generated by
any asset or cash—generating unit are affected by internal transfer pricing, an entity
shall use management’s best estimate of future price(s) that could be achieved in
arm’s length transactions in estimating:
(a) the future cash inflows used to determine the asset’s or cash—generating unit’s
value in use; and
(b) the future cash outflows used to determine the value in use of any other
assets or cash—generating units that are affected by the internal transfer
pricing.

71 Even if part or all of the output produced by an asset or a group of assets is
used by other units of the entity (for example, products at an intermediate stage of
a production process), this asset or group of assets forms a separate
cash—generating unit if the entity could sell the output on an active market. This is
because the asset or group of assets could generate cash inflows that would be
largely independent of the cash inflows from other assets or groups of assets. In
using information based on financial budgets/forecasts that relates to such a
cash—generating unit, or to any other asset or cash—generating unit affected by




internal transfer pricing, an entity adjusts this information if internal transfer prices
do not reflect management’s best estimate of future prices that could be achieved

in arm’s length transactions.

72 Cash—generating units shall be identified consistently from period to period for

the same asset or types of assets, unless a change is justified.
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75 The carrying amount of a cash—generating unit shall be determined on a basis
consistent with the way the recoverable amount of the cash—generating unit is

determined.
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For the purpose of impairment testing, goodwill acquired in a business combination

shall, from the acquisition date, be allocated to each of the acquirer’s

cash—generating units, or groups of cash—generating units, that is expected to
benefit from the synergies of the combination, irrespective of whether other assets
or liabilities of the acquiree are assigned to those units or groups of units. Each

unit or group of units to which the goodwill is so allocated shall:




(a) represent the lowest level within the entity at which the goodwill is monitored
for internal management purposes; and

(b) not be larger than an operating segment determined in accordance with IFRS8
Operating Segments.

86. If goodwill has been allocated to a cash—generating unit and the entity disposes
of an operation within that unit, the goodwill associated with the operation disposed
of shall be:
(a) included in the carrying amount of the operation when determining the gain or
loss on disposal; and
(b) measured on the basis of the relative values of the operation disposed of and
the portion of the cash—generating unit retained, unless the entity can
demonstrate that some other method better reflects the goodwill associated
with the operation disposed of.

87 If an entity reorganises its reporting structure in a way that changes the
composition of one or more cash—generating units to which goodwill has been
allocated, the goodwill shall be reallocated to the units affected. This reallocation
shall be performed using a relative value approach similar to that used when an
entity disposes of an operation within a cash—generating unit, unless the entity can
demonstrate that some other method better reflects the goodwill associated with the
reorganised units.
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92 Consequently, for the purpose of impairment testing a non-wholly-owned
cash—generating unit with goodwill, the carrying amount of that unit is notionally
adjusted, before being compared with its recoverable amount. This is accomplished
by grossing up the carrying amount of goodwill allocated to the unit to include the
goodwill attributable to the minority interest. This notionally adjusted carrying amount
is then compared with the recoverable amount of the unit to determine whether the
cash—generating unit is impaired. If it is, the entity allocates the impairment loss in
accordance with paragraph 104 first to reduce the carrying amount of goodwill
allocated to the unit.

97 If the assets constituting the cash—generating unit to which goodwill has been
allocated are tested for impairment at the same time as the unit containing the
goodwill, they shall be tested for impairment before the unit containing the goodwill.
Similarly, if the cash—generating units constituting a group of cash—generating units
to which goodwill has been allocated are tested for impairment at the same time as
the group of units containing the goodwill, the individual units shall be tested for
impairment before the group of units containing the goodwill.

98 At the time of impairment testing a cash—generating unit to which goodwill has
been allocated, there may be an indication of an impairment of an asset within the
unit containing the goodwill. In such circumstances, the entity tests the asset for
impairment first, and recognises any impairment loss for that asset before testing
for impairment the cash—generating unit containing the goodwill. Similarly, there may
be an indication of an impairment of a cash—generating unit within a group of units
containing the goodwill. In such circumstances, the entity tests the cash—generating
unit for impairment first, and recognises any impairment loss for that unit, before
testing for impairment the group of units to which the goodwill is allocated.

99 The most recent detailed calculation made in a preceding period of the
recoverable amount of a cash—generating unit to which goodwill has been allocated
may be used in the impairment test of that unit in the current period provided all of
the following criteria are met:




(a) the assets and liabilities making up the unit have not changed significantly
since the most recent recoverable amount calculation;

(b) the most recent recoverable amount calculation resulted in an amount that
exceeded the carrying amount of the unit by a substantial margin; and

(c) based on an analysis of events that have occurred and circumstances that
have changed since the most recent recoverable amount calculation, the
likelihood that a current recoverable amount determination would be less than
the current carrying amount of the unit is remote.
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102 In testing a cash—generating unit for impairment,
corporate assets that relate to the cash—generating unit under review.

an entity shall identify all the
If a portion of

the carrying amount of a corporate asset:
(a) can be allocated on a reasonable and consistent basis to that unit,

the entity

shall compare the carrying amount of the unit,

including the portion of the

(b)

with
Any impairment loss shall be recognised in accordance

carrying amount of the corporate asset allocated to the unit, its

recoverable amount.

with paragraph 104.

cannot be allocated on a reasonable and consistent basis to that unit, the

entity shall:

(i) compare the carrying amount of the unit,
with
accordance with paragraph 104;

excluding the corporate asset,

its recoverable amount and recognise any impairment loss in

(ii) identify the smallest group of cash—generating units that includes the

cash—generating unit under review and to which a portion of the carrying
amount of the corporate asset can be allocated on a reasonable and
consistent basis; and

(ii) compare the carrying amount of that group of cash—generating units,

including the portion of the carrying amount of the corporate asset

allocated to that group of units, with the recoverable amount of the group

of units. Any impairment loss shall be recognised in accordance with
paragraph 104.
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124 An impairment loss recognised for goodwill shall not be reversed in a
subsequent period.
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60 An impairment loss shall be recognised immediately in profit or loss, unless the
asset is carried at revalued amount in accordance with another Standard (for
example, in accordance with the revaluation model in IAS16 Property, Plant and
Equipment). Any impairment loss of a revalued asset shall be treated as a
revaluation decrease in accordance with that other Standard.
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117 The increased carrying amount of an asset other than goodwill attributable to a
reversal of an impairment loss shall not exceed the carrying amount that would have

been determined (net of amortisation or depreciation) had no impairment loss been
recognised for the asset in prior years.
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60 An impairment loss shall be recognised immediately in profit or loss, unless the
asset is carried at revalued amount in accordance with another Standard (for
example, in accordance with the revaluation model in IAS 16 Property, Plant and
Equipment). Any impairment loss of a revalued asset shall be treated as a
revaluation decrease in accordance with that other Standard.
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104 An impairment loss shall be recognised for a cash—generating unit (the smallest
group of cash—generating units to which goodwill or a corporate asset has been




allocated) if, and only if, the recoverable amount of the unit (group of units) is less
than the carrying amount of the unit (group of units). The impairment loss shall be
allocated to reduce the carrying amount of the assets of the unit (group of units) in
the following order:
(a) first, to reduce the carrying amount of any goodwill allocated to the
cash—generating unit (group of units); and
(b) then, to the other assets of the unit (group of units) pro rata on the basis of
the carrying amount of each asset in the unit (group of units).
These reductions in carrying amounts shall be treated as impairment losses on
individual assets and recognised in accordance with paragraph 60.

105 In allocating an impairment loss in accordance with paragraph 104, an entity
shall not reduce the carrying amount of an asset below the highest of:

(a) its fair value less costs to sell (if determinable);

(b) its value in use (if determinable); and

(c) zero.
The amount of the impairment loss that would otherwise have been allocated to the
asset shall be allocated pro rata to the other assets of the unit (group of units).
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110 An entity shall assess at each reporting date whether there is any indication
that an impairment loss recognised in prior periods for an asset other than goodwill
may no longer exist or may have decreased. If any such indication exists, the entity
shall estimate the recoverable amount of that asset.




111 In assessing whether there is any indication that an impairment loss recognised
in prior periods for an asset other than goodwill may no longer exist or may have
decreased, an entity shall consider, as a minimum, the following indications:
External sources of information

(a) the asset’s market value has increased significantly during the period.

(b) significant changes with a favourable effect on the entity have taken place
during the period, or will take place in the near future, in the technological,
market, economic or legal environment in which the entity operates or in the
market to which the asset is dedicated.

(c) market interest rates or other market rates of return on investments have
decreased during the period, and those decreases are likely to affect the
discount rate used in calculating the asset’s value in use and increase the
asset’s recoverable amount materially.

Internal sources of information

(a) significant changes with a favourable effect on the entity have taken place
during the period, or are expected to take place in the near future, in the
extent to which, or manner in which, the asset is used or is expected to be
used. These changes include costs incurred during the period to improve or
enhance the asset’s performance or restructure the operation to which the
asset belongs.

(b) evidence is available from internal reporting that indicates that the economic
performance of the asset is, or will be, better than expected.

124 An impairment loss recognised for goodwill shall not be reversed in
subsequent period.
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117 The increased carrying amount of an asset other than goodwill attributable to a
reversal of an impairment loss shall not exceed the carrying amount that would have
been determined (net of amortisation or depreciation) had no impairment loss been
recognised for the asset in prior years.

118 Any increase in the carrying amount of an asset other than goodwill above the
carrying amount that would have been determined (net of amortisation or
depreciation) had no impairment loss been recognised for the asset in prior years is
a revaluation. In accounting for such a revaluation, an entity applies the Standard
applicable to the asset.

- A2
» X1 12&8 312 1000 =2
» 8o 4E 2022 FHE.

| RRatol 13622 WIS (MEIted 2 FIl)

_§_
» X6'd 128 31doll E4HA 21 STH5THM0| 5022 FHEO &MXES
=T

N

St

Ojo

HE?E BN
%112, 31-% 5873} 100
ZrIpAZE A (3E 2 {15}
it 85
HEIEPHAE) 51
wd, 12,31 136
ZEIARZE S (2 7 (1B)= 13671 Tyr=2
®E, 12,31 120
AR {700
®E 2. 31& 8 F BRI 50
THEH 0 (45) FHE: B1-51(2/1Tyr)=45
SOl A {25]

EHAE AT W T




-l
Tl
[}
o
|
-~ &
It 5
Nﬁm
gl W
al =3
b
e
=0 -
= IH
H HI
Bl M X0
= L=V
——
=
I =
i = o
B & ||
™ X = !
it} L = ﬂ
— [} —
m [} * [}
e T -l o o O e T Y e B T
| —| = | 0| =t | 0|
&
r =
Eu”_ ™ .
Lol rd| = ™
ﬂwﬁw._u_m Ko
| 4] | = —
M R
g | L iy i T
I R T
oi| 20| od| o | 3| 4 ol
G| &) | | XY | 1
FHERIEAEA RIS

: 120

(16) = 120%2/15yr

K-

~

0
ol
ol

- CGU

[=]
M

o=z
At

{2 H 2B Rdlol BRI I|F

— ofod
=)

<r
o4

47| &0l et

ChE Xpplol FETl4I|FO 2 Ruj 2.

O =
[

ol
=

ol

Tl

tol otefo| AtetE A

of tis

|0l

o

ol

e
|

(IFRS 8)

- CGUOIl et M3, CGUS| TAol| B0l ULt 1 AR

KIr

ot



Apetoll cisto] Ap=of

==

ol

of 7&.

b

S
S

FHBAIAL

!

@ IFRS 8of ot

HItst7|
ofeiel Atziloll A xhe

1.

Ct
o

ol

- Z|A Soil i

35,000

- & GAIof s7|Ale] FFEIHA:

17,000

7ty o=
12,000 O|0d,

Ve
S

- S7|A et ztHE Aol AME Y

- SAFoAM 2| S7[H 2| Tt

—
—

3,000¢.

=35

o=

MIIxl= 9,700

51

S

7ol
I+
nju

=~
IH

R

Kio
w

: 25,300

ol
4l

7|

I.

o

® AHE:

8,300

@ Xt2: 17,000 E7|&:
® A2: 9000, €7|£<:0

: 9000

ol

71&

I.

o

O!

® AHE:

—L.

-

K

ul

0

0f0

(Higher of A}

~
o

9,700

9,000
714 (9,700)= 25,300

AHE A

7+x| (12,000-3,000)

jurn §
=3

<H

=
S

- 3|7t

7oK (35,000)

25,3002 B F

g7t o =(Rh=)

<

A

<0
<

17,000
8,300



x 1
& =
ol = - —
5 M e il o un__uou M
5 = oD [l
TR o ! oo T ol i ol "3 |
roa ] T 3 o = W O T 5
i = o 7 . o 3 o 0 = or
W= 2 W 4 w o ™ ~ WI_ ) RG]
"R 0 4 = Tl AR Ko o w ° ~ = I o
10 0 - i o M_| “ 20 10 T m__o o S M o0 o 20 ol o
U o - 3 o = < N of Tol <4 = _ = ok hal
o 4 i o [ am v IK sT 3 ! RO
g O ki ¥ M w3 PE X AN ORE 20 %
N 4 = K ol 3T KO - e SRS oK ol g
) o <0 1 oo T T 5 2 = F T = n 2 i o<
i = 4l ol — o\ ol &+ < — - = - ~N ol o< o
) a] - — ol - o4 r Lo - A_l i 02
K |_m_._._ o A_u _||_r|_ ﬂ 6 S w — M - _ ° - I w0 E._ .m. o__uﬂ.u _
w3 s S m P 3o o N R g QIR S IO 00 = _ W
<0 =z <r _ 2N of Y 4Dz 0% gl = K = H
i ol = o o < ™~ _ o o % == Ko 3 T 9 3
° U+ = Ko < < - K a J H 2 <
= _ 4 M o LN 3 MOHmAT 7 = b I = o
) S w S N I0g © o 3 2oz o ol 4H S
<H or K 30 o 10 2 o 47 = ol S o 5 ~
TR S U T - S R R Iz == a
~ 2% o wn Ly ST R T @mupr K3 x o=y
g 0 Tmoy K OLoI_UxAln S g :I%ﬁ o0 R0 DN
o &y 0 o O IR m - SRR T pn B Ko
m.__m T X o <o 4 o5 | o KO roY o RO M o L ar 20 < 4!
< > K S CELELY 4oA4n_1:_u.r T - .r_m-r_x_ﬁ K el 41
o _._._._ [Ie) ﬂ ﬂ =0 A ﬂv:._ M = _._.__ __o._ ﬂ L MI e} iy [El I_I._I o.,
<0 = ful 10 ) ol L B3 K ol & Kr = - o = F
oy ol K0 K ok = < o= ol = ol & A ol o ~ Y ()
_ — S <r — — ol 1ol Vo Torl oju - Il ol = N
o Bz MW o s 3 aw g e R on % = =K R W = o
l__. T O~ Ol o © ° b o= © H ol 1 R0 <l R 0 S o7 o = Mm
< — 0 ol T o o o < o . W= paa 1 S ol T K
= 0 i wn ©° a9 K ou 1o -y = K53 s 4 =
7 K I W= T o< 4l 4 K o ol < A o KO = ol Aol |/
R o) o S =z < ol xR0 T o m W ol Eém___.r.r.o____m_ il Kook
U KO 31 RO 4R 5 R D og Mol K o_égﬂm%g — ST
go = M8 K ._uo KO 3 il R TR N T no % ol I T N E W oo oof M__ Ao
TN U2 < Euo_eo_amol,%mmmmq = ﬂamowr.awUDT @ T e
Dm0l o N2 UL%EBJPUL% =Kk~ zop KB K 4 3
z & 0 Ol S ™ 0 3 N oy = = Iy = <0 ol X H R
450_5_5_ M|07844.r.5=_7 &l L = | s av
No- I on T 2 = W K o < ol B O olH ACY ~ N ko SU ol 4 ol
L.Mu_;._7444_u @ 50 F W oW T S & _x__o_ﬂl_/yé = O 0 on 3
A 51 T © IS ~ o K Kool Ko & i ol R
o oT_ o B0 = @ @ — N _.Ao _.Ao O_I K K —_ _A_| =S u
N @ 50 ¥ o @ K n__o = o__._._ Fy 0 o |_No Nro o ||_.O.|_| I o _n_._
- | —_ — 3 —_ N ol == ! 1 (D =
® @@ o WR MR Tx@ =& o
RO ® AATO__|7|0_277| K = -
§§4UWT7NMEO|E._..LOW on K&
7AonoMom__oun._um|r__|ﬂ4 ©® © Q@
) = T ST R0
© © RN .
© ® o 2
k0 ©



| Al Xz2| =Ich. (IAS 36.118)

MEIZ2 S

=
=

Ick

(1AS36.119)

=g

q

I:||_|-O

T Aoz 2 olof

(IAS36.113)

HETH

=l

cH

o| of

b

S
S

TEE FHBAIA

0

0

oK

O| Al
— 1

tol &7lofl

S

off cH

SM22 IAS360M 25t

3|

ole

-
100

oI oz

-

K

0 ®

4
ol
tlof

(UNIT1)

* Issue

Investments in associates included in the separate financial statements of an investor

that issues consolidated financial statements are recognised in the parent’s separate

financial statements either [IAS27R.37].

(a) at cost; or

(b) in accordance with IAS 39.

« Background

Is an impairment loss recognised by an associate an indicator that the investment in the

associate is impaired?



* Solution

Yes, the investment should be tested for impairment. Each associate is a separate
CGU. The investment’s

value in use should be based on the present value of the associate’s estimated cash
flows from [IAS28R.33]:

(a) its share of the present value of the estimated future cash flows expected to be
generated by the investee, including the cash flows from the investee’s
operations and the proceeds on the ultimate disposal of the investment; or

(b) the present value

(UNIT2)

* |ssue

An asset’s carrying amount should be reduced to its recoverable amount if, the
recoverable amount is less than its carrying amount. That reduction is an impairment
loss [IAS36R.59 ].

Should impairment losses be recognised on an abandoned asset when the cash
generating unit to which it belongs is not impaired?

* Background

An item of PPE (machine B) within a CGU has become redundant and is being
abandoned by management. The recoverable amount of machine B’s CGU exceeds its
carrying amount as shown below:

Assets Carrying amount Fair value less costs to sell Value in use
PPE:
- Property A 500 550 650
- Machine A 90 90 110
- Machine B 50 0 0
Total for CGU 640 640 760
» Solution

Yes, management should recognise an impairment loss for machine B, as its carrying
amount is above recoverable amount.

Impairment should be identified at the individual asset level, where possible. The
recoverable amount should be calculated for the CGU to which the asset belongs only
where the recoverable amount for the individual asset cannot be identified. Machine B



is no longer in use and therefore no longer belongs to the CGU. The machine is
tested for impairment on its own.

(UNIT3)

* |ssue

Management should assess at each reporting date whether there is any indication that
an asset may be impaired. Management should estimate the asset’s recoverable
amount, if any such indication exists [IAS36R.9 ].

Should management continue to capitalise borrowing costs for an asset that is
impaired?

* Background

Entity A’s management is constructing a machine. The construction cost is financed
by bank borrowings. The machine’s carrying amount before borrowing costs is
300,000 and the recoverable amount is 280,000. The entity has incurred borrowing
costs of 10,000 during the construction.

* Solution

Yes, management should continue to capitalise the interest cost. After the
capitalisation of the interest cost, the asset’s carrying amount, that is, 310,000,
should be written down to 280,000.

(UNIT4)

* |ssue

When allocating an impairment loss, the carrying amount of each asset within the
CGU should be reduced to the higher of fair value less costs to sell (if determinable),
value in use (if determinable) and zero. Any unallocated impairment loss should be
allocated pro rata to the non—monetary assets of the CGU (group of CGUs), subject
to the same limits [IAS36R.105 ].

How is an impairment loss allocated to a CGU’s assets?

» Background
There is an indication that a CGU may be impaired. Management have carried out an



impairment test and estimated that the CGU’s recoverable amount is 700. Below are
further details of the CGU.

Assets Carrying amount Fair value less costs to sell Value in use
Goodwill 300 0 0
PPE:
- Property A 500 550 500
— Machine A 90 50 50

Intangible assets :
— Intangible A 250 N/A 150

Total for CGU 1,140 600 700

Total recoverable amount for CGU 700

Impairment to allocate 440

N/A : Not available

« Solution
Assets Camying Fair value Allocation of Revised camying
amount

amount less costs to sell Yalue in use impairment based on

allocation
Gaoodwill ] ] ] -300 ]
PFPE:
- Property A s00 550 RO0 ix] 500
- Machine & 90 50 50 -40 50
Intangible assets:
- Intangible & 250 N A 150 -100 150
Total for CGU 1,140 Total allocated: -440
Total recoverable amount for CGU Foo Total impairment charge: 440
Impairment to allocate 440

a) An impairment loss is allocated first to goodwill allocated to the cash generating
unit and then to the other assets of the unit on a pro-rata basis based on the
carrying amount of each asset in the unit.

b) No impairment allocated because fair value less costs to sell or value in use is
greater than original carrying value.
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(UNIT1)

* Issue

Should management adjust the carrying value of assets to reflect impairment
indicators that arose after the

balance sheet date but before the financial statements were issued?

+ Solution

Management should consider an impairment loss if it becomes aware of conditions
post balance sheet date that must have existed at balance sheet date (adjusting
events). The Russian crisis in early 1998 is an example of such an event. The poor
performance of the Russian economy would have been evident at the balance sheet
date before the collapse in the post balance sheet date period. This type of event
should be treated as an adjusting post balance sheet date event.

A new impairment indicator arising after the balance sheet date is a non—adjusting
event. Destruction of an asset or expropriation of a mine subsequent to the balance
sheet date would be an example. The event occurred post balance sheet date and
was not indicative of a condition existing at the balance sheet date. However,
management should disclose the nature of such an event and an estimate of its
financial effect.

(UNIT2)

* Issue

Should an asset be assessed for impairment where it has alternative or multiple uses?
Entity S uses asset M to manufacture product A. There has been a significant
reduction in demand for product A as a result of a change in consumer taste.
Management have not assessed asset M for impairment because it can, subject to
minimal reconfiguration, be used in the manufacture of its new product, T.

 Solution
Entity S should review asset M for impairment. The change in use of the asset is
likely to have a direct impact on the asset’s directly attributable cash flows.



The change in use is itself an indicator of impairment. S’s management will need to
assess the impact of both the change in consumer tastes and the proposed change
of use of the asset on the recoverable amount of the asset.

(UNIT3)

* |ssue

Entity A acquired 100% of entity B, and goodwill was recognised. Entity A has
identified four CGUs (one existing CGU and three CGUs from the acquired entity),
which are expected to benefit from the synergies of the combination.

Can A’s management allocate goodwill to these CGUs based on their expected
profits?

+ Solution

No. Expected profits should not be used as the basis for allocation of goodwill
because CGU relative profits will change on the basis of prices set by the CGU
management.

Management should identify a non-arbitrary, reasonable and consistent basis to
allocate goodwill to the CGUs. Such identification will be primarily based on where the
synergies are expected or where the assets that cannot be separately recognised from
goodwill are located.

(UNIT4)

* |ssue

Entity E owns 90% of its subsidiary L. E’s management has approved the Group’s five
year business plan, which also presents information regarding L.

Entity L's management has prepared its own budgets, which are more aggressive than
those approved by its parent company’s management.

Can L’s management use its own budgets to determine its assets' value in use for
impairment purposes?

¢ Solution

No. Entity L should use the business plan approved by E, to determine its assets’
value in use.
Estimated cash flows should be based on budgets approved by management.

Although L’s management has prepared its own budgets, the Group’s official



estimates are those included in E’s approved business plan.

The parent company’s management may have included in its assumptions, information
not yet disclosed to L’s management. The use of a more aggressive budget is not
appropriate.



