
MASB 23, Impairment of Assets 

MASB 23, Impairment of Assets prescribes the accounting and disclosures for impairment of all 
assets. It includes requirements for identifying an impaired asset, measuring its recoverable 
amount, recognising any resulting impairment losses or reversals of impairment losses. Prior to 
the development of this Standard, the treatment of impaired assets was dealt with in a cursory 
manner in a number of individual standards. The fundamental requirement of MASB 23 is that 
an impairment loss should be recognised whenever the carrying amount of the asset exceeds its 
recoverable amount. 
 
Highlights:  

 

 

1. An enterprise should assess at each balance sheet date whether there is any indication that 
an asset may be impaired. If any such indication exists, the enterprise should estimate the 
recoverable amount of the asset. 

 

 

2. Recoverable Amount 
 
The recoverable amount of an asset is the higher of its net selling price and its value in 
use. Net selling price is the amount obtainable from sale of an asset in an arm's length 
transaction between knowledgeable willing parties, less the costs of disposal. 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. 

 

 

3. An impairment loss should be recognised as an expense in the income statement for assets 
carried at cost and treated as a revaluation decrease for assets carried at revalued amount. 

 

 

4. Cash-Generating Unit (CGU) 
 
If an asset does not generate cash inflows that are largely independent from the cash 
inflows from other assets, the enterprise should determine the recoverable amount of the 
CGU to which the asset belongs. A CGU 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.  

Principles for recognising and reversing impairment losses for a CGU are the same as 
those for an individual asset. A CGU should be identified consistently from period to 
period for the same asset or types of assets, unless a change is justified. 

 

 

5. Reversal of Impairment Loss 
 
An impairment loss recognised in prior years should be reversed if, and only if, there has 
been a change in the estimates used to determine recoverable amount since the last 
impairment loss was recognised. However, an impairment loss should only be reversed to 
the extent the reversal does not increase the carrying amount of the asset above the 



carrying amount that would have been determined for the asset (net of amortisation or 
depreciation) had no impairment loss been recognised. A reversal of an impairment loss 
should be recognised as income in the income statement for assets carried at cost and 
treated as a revaluation increase for assets carried at revalued amount. 

 

 

6. On first adoption of MASB 23, the requirements should be applied prospectively only, 
that is, prior periods will not be restated. 

 
 
Effective Date: 1 July 2002 


