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#Cs
Impairement OF ASSETS

1) Impairement meane reduction in the value
Of Asset beyond Depreciation .

2) Depreciation is mandatory to change annually.
ButImpairment is possible only When

There areCertain Indicators due to which
- Entity feels that Recoverable Any of

Asset Could be lower than the Carrying
At .

3) JarnalEntry-
Depreciation Imporement
t ↓

4) Depreciation Ap Dr . Impairement Loss Dr .
To Asset al To Assit ok

6) Pal ok DV .
Revaluation Reserve Dr. Istpriority

To Depreciation Pal Dr. Ina priority
To Tmp . Loss Al
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4) How to Calculate Impairement Lose ?

Impairment
= Carrying Amt - ReliverableLoss

Ant
CA RA

Carrying Art => Book value after Charging
Depreciation till date .

Recoverable Aut. = Higher of :
↓ a) Net selling price

AssetKo Use (or) OF Asset ; (ar)
Sale Karna Se (NSP)
Maximum Kitna 6) Value in Use (iv)
And Recover Ho f -Santa Hai !

Recovery an Sale
OF Asset Rewreuy

on Further
Use of

Asset

5of seeingDric
c.

5( .
value E(f) selling Expenses NSP
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SellingEup :-Experie which are necessary
to bring the Asset into Saleable Condition

Legal 2 documentation exp., Stamp duty
Brokerage/Commission , packaging emp . etc.

But Employee Termination exp . are not treated
on selling teep.

6) value in Use :- Sum of Present value of
-

-> Net

Future Cash inflows to be generated on Furth
use of Asset including residual value.

Following CashFlows are not to be included in
VIU !-

a) Income Tax payments/Refunds in
Future

b) Collection expected From Current
Debtors in Future

C Payments expected to current

Creditors in Future

d) any CashFlows expected from

proposed Business Acquisition , Merger
etc.
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7) Steps toCalculateEmpairement Loss of
Individual Asset

#ore :- OF NSP is not available
,
the Recoverable Art

is equal to VIU .

However
,

if VIU is not determinable then RA
Can not be equal to NSP

.

IF VIV is not

available
,
then it is assumed that Asset is

not capable of generating Cash Flows Individually.
↓
In such case

,
Impivement Testing shall be made

For CGU (Cash Generating Unity .

What is CGU) A small Group of Assets which

Combined together and capable of generating VIU.

examples : - Factory ,
a subsidiary Co

.. Branches
,

Food outlets etc.



 

CA. JAI CHAWLA (FCA, M.COM, DISA, IFRS) (7887 7887 05)                                       Page | 5  
 

 

 

8) Impairment Loss of CGV :-

Can Consist of Multiple Assets
·

Imp . Loss = CAOFCAU-RA OF CaU

Of CGU

-

CGUAssets = Man Assets (f Allocated Goodwill
(f) Allocated Corporate Assets

Goodwill = Can-not beTested For Impairment Individually .

Goodwill should be allocated to all CGVs

on reasonable basis.

Corporate - Those Assets which help all CGUs to generate
Assets Cash

.

Corp . Assets are also allocated to CGUs

o reasonable basis
.
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Treatment of Impairement Loss Of CGU

--
First of all Remaining Impairement
woff allocated Loss shall be allocated
Goodwill to all other Main

Assets including corporate
Assets in the ratio

their Carrying Aust.

Allocation of Goodwill & Corporate Assets to CGU
--

Goodwill Corporate Assets

↓ ↓
&spriority= as per the ratio Aspriority -> as per the

given in Question Natio given in
Question.

Epriority => in the Ratio of
Fair values of cudvirity => As per
each CGUs the below ratio :-

CA X Useful CAX Useful
life ·
- life
CGU1
L
CGU2

#ore:- Goodwill is amortised over maximum 5 yus
period (SCM).
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Example :- Asset (v) Arret . CGU
- -

-

Machine & 1500 ,000 P

Machine 2 9.00 ,
000 2

Building I 30 , 00 , 000 &

Building 2 3 8 ,
00

, 000 2

Goodwill = 600,000 (allocation Ratio 1 : 1)

Corporate Assets = 750,000 (allocation Ratio 3 : 2)

Recoverable Art Of CGU1 = 45
,
00, 000

Cau2 = 40 , 00 ,000

ution!-

&epi-tyingAnet of CGUS

# 2
Machine 1500000 900000

↑ &

Buildings 30,00
, 000 38

.
00

.
000

Carp . Assets allocated 450,000 300000
&

&

Goodwill allocated 3,00 , 000 3, 00
,000

-

-lotal CA 5250
,
000 33, 00 ,000

&
-

-

2

Step2 :- Recoverable 45,00 ,
000 40,

00
,
000

trut
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&ep3 :- Impairement Loss = CA-RA

ImpairmentLoss U000

/Step 1-2)
() Goodwill allocated

-00030000
00

-

Impair = 4,
50

,
000Remaining Loss - -

Collocate in the Ratio
of CA)

Machines 1500000450000 X
-

10
,
00 ,000x000004950000

136364 180000
-

Buildings 45000000000000 10
,00.000X

syst27 760000
-

Corporate Assets 40909 60
,
000

purevised(A (OID (A-2(4)
CGU2
-

Machine 0 720,000
Building 2727273 30 ,40 , 000

I I

Corporate Asset 40gg 2400
,

00
&
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9) What if Goodwill & Corporate Assets are

not allocable to CGU ?
↓

Follow "Bottom up" approach
First & then "Top Down"
approach-

Bottom up => Impairement of CGVs except
Unallocable ②Goodwill Corporate
Asset

Top Down => Revised CA (after Bottom up Impair)
of all Assets

(t) Unallocable Goodwill & Corp . Ass .
-

Total CA of Evitity as whole

() Total RA Of Entity an whole

-

Additional Impairment Loss
--

First priority Remaining Loss
71 Unallocable Good will

11
"Unallocable
Corp . Asset

"

(Refer 2202)

/Rever Pgno . 9 . 5 Of Trump For Steps)
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10) Reversal OfImpairement Loss

· Goodwill Once Impaired shall never be reversed.
· ForOther Assets

, Impairement Loss Canbe
reversed if Recoverable Hut is Higher.

Steps toCalculate Revereal

Tep1: - Calculate Current Carrying Put of Asset

immediately before reversal

Step 2 :- Recoverable Arup

Step3 :- Carrying Aut of Asset if there were
No Impairement earlier

Step H : - Reversal => Lower of Step 28 Step 3Gup to
-> itna Hona

Chahie after
reversal

Step 5 :- Reversal Art => Difference between

Step 1 & Step Y

TownalEntry :
- Assetak DV.

TO RR
To Pa
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indicatorsof Impairement

External Indicators :-⑫
---Th (3) (4)

(f) erse Market Rate When

of Inferent MV Net
Asset's MV effect an

is Increased Worth is

significantly Business due Lower

declined to Change in
than BV

Net AssetTechnologia (2) Legal ↓
Environment means

Assets are
overvalued

Internal Indicators
--

~
No(2) (3) (4)

Asset is becoming Asset's Asset's

t is idel due to Economic Useful life

Restructuring of performance is reduced
is worst

physically Business
than expected

demaged
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