Accounting Standard-28
Impairment of Assets
· Applicable to Entities      :       Non SMC\ Non SME\SMC\SME\All
· Status                                  :       Mandatory\ Recommendatory
· Applicability
This standard should be applied in accounting for the impairment of all assets, other than:
(a) Inventories( AS-2);
(b) Assets arising from construction contracts;
(c) Financial assets;
(d) Deferred tax assets. 
· Impairment loss is the amount by which the carrying amount of an asset exceeds recoverable amount.
· Recoverable Amount is the higher of an asset’s net selling price and its value in use. Note: Recoverable amount is determinable for which an individual asset, unless the asset does not generate cash inflows from continuing use 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.
· Value in use is the present value of estimated future cash flows expected to arise from the continuing use of an asset and from its disposal at the end of its useful life.
· Carrying amount is the amount at which an asset is recognised in the balance sheet after deducting any accumulated depreciation and accumulated impairment losses thereon.
· Net Selling Price means expected sales value of asset after reducing selling expenses.
· Indicators of Impairment Loss:  If any of the following indicator exists on reporting date then entity should made formal estimates for calculation of Impairment loss, given list is inclusive:
External:
(a) Market price of assets (significant fixed assets) has declined considerably.
(b) Rate of interest in market has increased by significant amount.
(c) Adverse market conditions are prevailing in regard to demand, government policy, and technology.
(d) Ratio between market capitalisations to book value less than 1.

Internal:
(a) There had been physical damage to asset during the period.
(b)  Poor economic performance is reported from asset.
(c) Entity had made plans to restructure entity/ demerger/ internal reconstruction.


