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To ask a question
Click on the Q&A button in the bottom 

toolbar to open the question box.

Type in your question and press send.

Download resources 
Link to slides in event reminder email

Access related resources, including 

the presentation slides at

icaew.com/crfwebinars

Ask a question and access resources
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Poll question

What is your current level of understanding of the accounting and disclosure requirements for 

the impairment of assets?

(a) High – I’m an expert

(b) Medium – I know and understand most of the requirements

(c) Low – I understand the basics

(d) None – I’m starting from scratch
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Accounting for impairments 
– the basics

01



Azets >  Move forward with confidence 8

FRS 102 (Section 27) and IAS 36 both set out the general principle 
that assets must not be carried in the balance sheet at more than their 
recoverable amount. 

These two accounting standards cover most assets in the financial 
statements but exclude those governed via other accounting 
standards, e.g. deferred tax, employee benefits, financial instruments, 
investment property etc.

Accounting for impairments – the basics
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Under FRS 102, an assessment is required at 
each reporting date of whether there is any 
indication that an asset may be impaired. If 
indicators are identified, then the entity is 
required to estimate the asset’s recoverable 
amount by performing a full impairment review.

Accounting for impairments – the basics
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IAS 36 generally follows the same approach as FRS 102 requiring an 
assessment of indicators of impairment at each annual reporting date. 
Similarly, if indicators are identified, then the entity is required to estimate 
the asset’s recoverable amount by performing a full impairment review. 

However, IAS 36 also prescribes that an entity shall test the following for 
impairment annually:

- An intangible asset with an indefinite useful life or not yet available for 
use

- Goodwill acquired in a business combination

Accounting for impairments – the basics
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• Significant decline in market value of an asset 
(e.g. property values fall sharply)

• Adverse changes in the market, economy, or 
industry

• Increases in market interest rates or discount 
rates that materially reduce value in use

• Carrying amount exceeds market capitalisation

• Physical damage or deterioration of an asset

• Restructuring or reorganisation affecting how the 
asset is used

• Worse-than-expected financial performance

Examples of 
indicators 

include the 
following:

Accounting for impairments – the basics
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Accounting for impairments – the basics

Asset or CGU impaired when:

Carrying amount Recoverable amount
exceeds

Fair value less 

costs to sell

higher of:

Value in use
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Value in use:

Present value of the future cash flows expected to be derived from 
an asset or Cash Generating Unit (CGU).

If it is not possible to estimate the recoverable amount of the 
individual asset, an entity shall determine the recoverable amount 
of the CGU to which the asset belongs (the asset’s CGU).

Accounting for impairments – the basics
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Fair value (less costs to sell/cost of disposal):

IFRS 13 Fair Value Measurement – the price that would be received to sell an 
asset or paid to transfer a liability in an orderly transaction between market 
participants at the measurement date.

FRS 102 Section 2A – the amount obtainable from sale in an arm’s length 
transaction between knowledgeable, willing parties.

Accounting for impairments – the basics
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An impairment loss is the amount by which the carrying amount of an asset or a 
CGU exceeds its recoverable amount. 

Accounting for impairments – the basics
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Discount Rates per IAS 36

The discount rate must be a pre-tax rate reflecting current market assessments of the time value of money and 
risks specific to the asset for which the future cash flow estimates have not been adjusted.

Such a rate might be estimated: 

- From the rate implicit in current market transactions for similar assets; or 

- From the weighted average cost of capital (WACC) of a listed entity that has a single asset (or a portfolio of assets) 
similar in terms of service potential and risks to the asset under review. 

Discount Rates per FRS 102

The discount rate must be a pre-tax rate and reflect the time value of money, represented by the current market 
risk-free rate. 

The risk-free rate must then be adjusted to reflect the uncertainty inherent in the cash flows and for other factors such 
as the illiquidity of the asset’s cash flows. 

The discount rate used must not reflect risks for which the underlying cash flows have already been adjusted.

Accounting for impairments – the basics
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Key points from the CRR 
Annual Review 
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Most frequently raised issues

“Impairment tops the list for the third 
successive year”

Substantive enquiries arose in 10% of reviews

“Our most frequently raised issues remain consistent with recent years”
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What did the enquiries focus on?

Key inputs and assumptions

• Inconsistent assumptions (compared to e.g. viability statements)

• Not clear how key assumptions (e.g. growth rates) were calculated

• Value in use cash flows appeared to include enhancements

• No disclosure of sensitivities or amount by which a key assumption must change to reduce 
headroom to nil

• Unclear whether tax consistently reflected in discount rates and projected cash flows

• Single discount rate used for all cash-generating units despite their different risk profiles

Impairment method

• Cash-generating units (CGUs)

• See next slides

Recoverability of investments in subsidiaries

• Parent company net assets > market capitalisation

• Unclear whether parent’s impairment testing considered amounts owed to parent by subsidiary
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“It was unclear how CGUs had been determined, or goodwill had 
been allocated to CGUs”

“Goodwill appeared to have been allocated to a CGU larger than 
an operating segment”

“It was not clear how cashflows relating to online sales revenue 
had been allocated to CGUs”

“Liabilities had been deducted from the carrying amount of CGUs”

Cash-generating units - issues
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• Not always possible to estimate recoverable amount 

for a single asset

• Not all assets generate cash inflows on their own

• In such cases, value in use (and therefore 

recoverable amount) can only be determined for the 

asset’s CGU

CGUs – determination
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Smallest identifiable group of assets that generates 

cash inflows that are largely independent of the cash 

inflows from other assets or group of assets

CGUs – definition (UK GAAP and IFRS)
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Smallest identifiable group of assets that generates 

cash inflows that are largely independent of the cash 

inflows from other assets or group of assets

CGUs – definition (UK GAAP and IFRS)
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• Additional requirements and guidance on determining CGUs

• Active market exists for output (70-71)

• Consistency (72-73)

• Illustrative example 1 – identification of CGUs

Additional IAS 36 requirements and examples
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• Goodwill, by itself, cannot be sold and does not generate independent
cash flows

• So the recoverable amount of goodwill cannot be measured directly

• For the purpose of impairment testing:

• allocate goodwill acquired in a business combination

• from the acquisition date

• to each of the acquirer’s CGUs expected to benefit from the synergies of the

combination

• Additional rules for non-wholly owned CGUs containing goodwill

• Rules where goodwill cannot be allocated on a non-arbitrary basis

Allocation of goodwill (FRS 102.27.24 to 27)
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• CGU to which goodwill is allocated:

• Must represent lowest level at which management monitors goodwill

• Cannot be larger than an operating segment as identified under IFRS 8 (80-83)

• Initial allocation of goodwill incomplete at year end (84-85)

• Disposals (86)

• Reorganisations (87)

Additional IAS 36 requirements
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Previous FRC thematic reviews
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Disclosures
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Disclosures – FRS 102 (Summary)

• The amount of any impairment losses recognised in profit or 
loss during the period

• The amount of any reversals of impairment losses recognised 
in profit or loss during the period

• In each case the line item(s) in the statement of comprehensive 
income (or in the profit and loss account if presented) in which 
the impairment or reversal is included

• A description of the events and circumstances that led to the 
impairment or reversal

• Other disclosures – ensure adequate disclosures are made 
about key sources of estimation uncertainty

• Small entities – reduced disclosure; restricted to the amount of 
any impairment losses and/or reversal of impairment losses of 
fixed assets

FRS 102 
Disclosures



Azets >  Move forward with confidence 35

Disclosures – IAS 36 (Summary)

• Amounts of impairments or reversals of impairments recognised in profit or loss or other comprehensive income

• The events and circumstances leading to the impairment or reversal

• A description of the nature of the asset or cash generating unit (CGU) along with any changes in the aggregation

of assets into CGUs

• The recoverable amount and whether it is value in use or fair value less costs of disposal

• If the recoverable amount is fair value less costs of disposal, the level of IFRS 13’s fair value hierarchy

• The discount rate used when the recoverable amount is calculated using present value techniques

• The amount of any unallocated goodwill to a CGU along with the reasons why it remains unallocated
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Disclosures – IAS 36 (Summary)

Additional disclosures required when a CGU includes goodwill or intangible assets with indefinite useful 

lives:

• A description of key assumptions on which management has based recoverable amount (be it value in use or fair value less

costs of disposal)

• A description of management’s approach to determining the value assigned to each key assumption

• When value in use is recoverable amount:

- The period over which cash flows are projected

- The growth rate used to extrapolate cash flow projections

- The discount rate applied to cash flow projections

• When fair value less costs of disposal is recoverable amount:

- The level of IFRS 13’s fair value hierarchy within which the fair value measurement is categorised

- If there has been a change in valuation techniques, the nature of the change and the reasons for making it
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Disclosures – IAS 36 (Summary)

If a reasonably possible change in a key 
assumption would cause a CGU’s carrying 
amount to exceed its recoverable amount: 

• The amount by which recoverable amount exceeds 
carrying amount

• The value assigned to the key assumption

• The amount by which the value assigned to the key 
assumption must change in order for the CGU’s 
recoverable amount to be equal to its carrying amount
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Disclosures – FRC Review of Annual Corporate Reporting 24/25

Key findings

• Common themes remained consistent with prior years

• Many queries could have been avoided by clearer, more comprehensive

impairment disclosures, or better connectivity between these disclosures and

other areas of the financial statements

• Disclosure of sensitivities, or the amount by which a key assumption must

change in order to reduce headroom to nil had not been given.
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Disclosures – FRC Review of Annual Corporate Reporting 24/25

Companies should ensure that

• They provide adequate disclosures about the key inputs and assumptions

used in their impairment testing, including justifying the use of financial

budgets/forecasts for periods longer than five years

• Impairment reviews and related disclosures appropriately reflect information

elsewhere in the report and accounts about events or circumstances that are

indicators of potential impairment, as well as information about the company’s

business operations and principal risks.
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New illustrative examples
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IASB amendments to IAS 36 illustrative examples

• Focus on disclosures about uncertainties, particularly in the context of climate

-related scenarios

• Also amended illustrative examples in IFRS 7, IFRS 18, IAS 1, IAS 8 and IAS 37

• IAS 36 example

• Entity expects greater regulation that will increase costs arising from emission of greenhouse gases

• Goodwill impairment test where recoverable amount > carrying amount

• Entity determines that assumptions about future emission allowance costs are key assumptions

• Information about these must therefore be disclosed, even though there is no impairment

• Consider sensitivity too

• Not just discount rate or growth rate

• Remember: the underlying disclosure requirements already exist!



To ask a question
Click on the Q&A button in the bottom 

toolbar to open the question box.

Type in your question and press send.

Download resources 
Link to slides in event reminder email

Access related resources, including 

the presentation slides at

icaew.com/crfwebinars

Ask a question and access resources
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Faculty resources 

Upcoming webinars:

UK SRS S1 and UK SRS S2: Getting started

19 March, 10 – 11am

IFRS 18: Insights and emerging challenges

16 April, 10 – 11am

Factsheets:

• Applying IAS 36 Impairment of Assets

• FRS 102 Impairment of Assets

Standards Tracker pages:

• IAS 36 Impairment of Assets

• FRS 102 The Financial Reporting Standard 

applicable in the UK and Republic of Ireland

• FRS 102: Impairment of assets under UK 

GAAP

Faculty guide:

• Planning for the 2025/26 reporting season

© ICAEW 2026

https://events.icaew.com/pd/32843/uk-srs-s1-and-uk-srs-s2-getting-started
https://events.icaew.com/pd/32850/ifrs-18-insights-and-emerging-challenges
https://www.icaew.com/-/media/corporate/files/technical/corporate-reporting/factsheets/ifrs/applying-ias-36-impairment-of-assets.ashx
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https://www.icaew.com/-/media/corporate/files/technical/corporate-reporting/factsheets/uk-gaap/impairment-of-assets.ashx
https://www.icaew.com/-/media/corporate/files/technical/corporate-reporting/factsheets/uk-gaap/impairment-of-assets.ashx
https://www.icaew.com/technical/corporate-reporting/ifrs/ifrs-accounting-standards-tracker/ias-36-impairment-of-assets
https://www.icaew.com/technical/corporate-reporting/ifrs/ifrs-accounting-standards-tracker/ias-36-impairment-of-assets
https://www.icaew.com/technical/corporate-reporting/ifrs/ifrs-accounting-standards-tracker/ias-36-impairment-of-assets
https://www.icaew.com/technical/corporate-reporting/uk-gaap/frs-102-the-financial-reporting-standard
https://www.icaew.com/technical/corporate-reporting/uk-gaap/frs-102-the-financial-reporting-standard
https://www.icaew.com/technical/corporate-reporting/uk-gaap/frs-102-the-financial-reporting-standard
https://www.icaew.com/technical/corporate-reporting/uk-gaap/frs-102-the-financial-reporting-standard
https://www.icaew.com/technical/corporate-reporting/uk-gaap/frs-102-topics/impairment-of-assets
https://www.icaew.com/technical/corporate-reporting/uk-gaap/frs-102-topics/impairment-of-assets
https://www.icaew.com/technical/corporate-reporting/uk-gaap/frs-102-topics/impairment-of-assets
https://www.icaew.com/technical/corporate-reporting/corporate-reporting-resources/guides-and-technical-releases/planning-for-the-2025-to-2026-reporting-season
https://www.icaew.com/technical/corporate-reporting/corporate-reporting-resources/guides-and-technical-releases/planning-for-the-2025-to-2026-reporting-season


Verifying your 
CPD
This webinar could contribute to up to 1 hour of verifiable 

CPD, so long as you can demonstrate that the content is 

relevant to your role. 

If you are watching this webinar live, a copy of the 

registration email is acceptable evidence of verifiable CPD. 

If you are watching this webinar on demand via 

ICAEW.com, click on “verify your CPD” on the webinar 

webpage to add this to your CPD record.
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Thank you for attending​

• Contact the Corporate Reporting 

Faculty.

• Tel: +44 (0)20 7920 8533

• Email: crf@icaew.com

• Web: icaew.com/crf 

• Please take the time to fill out our 

short survey. 

ICAEW will not be liable for any reliance you place on the information in this presentation. You should seek independent advice.

This webinar is presented by the Corporate Reporting Faculty. 

The faculty produces a wide range of resources including factsheets and online guidance to help you stay up-to-

date and meet your continuing professional development needs. It also hosts webinars and other events 

throughout the year, providing an opportunity to network with like-minded professionals.

ICAEW members can join the Corporate Reporting Faculty at no additional cost. Charges apply for non-ICAEW 

members. 
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