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* Impairment of assets happen when an asset’s carrying value is
greater than its recoverable value (recoverable value = the fair
value of net disposal value or value in use whichever
higher).
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 This is because when an asset’'s value in balance sheet is lower than its fair
value, i.e. market value, this would indicate an excess of the asset’s carrying

value on the entity’s balance sheet

» Therefore, may affect user’s decision making in evaluating the entity’s financial

statements’ performance.
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Why Auditors Always Conduct Detailed Reviews of
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 An example of impairment is when there is a receivable item

which is unable or difficult to collect; or

« When there are certain stock items which are difficult to sell or

when they are obsolete.

« XMBNELRE A EEIRRIN IR ABES & 2 LR X BB B
« HRABMRYBEHRARNIRE

BERRIEE ™,

WWW.ecovis.com.my

EREZDEZA LR EITTINE




& a '
wv ECOVIS _ _
A ALAYSIA Will Impairment Of Assets Affect

Com pany Performance & Tax Position?
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« When an auditor makes provision for impairment of assets, it this will cause the profit and total
assets of the company to decrease. This will show a lower value of assets and profits made by the
company in the financial statements.

* In terms of tax position, when a tax agent found out that there’s a provision for impairment of assets,
this provision will usually be added back as non-deductible expenses in the tax computation as
these expenses are not “incurred” yet. Hence, in most cases, impairment of assets will not affect the
tax payable position of an entity.
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The information contained in the article is for guidance only and is not exhaustive. The information is provided gratuitously and without liability. Ecovis Malaysia shall not be liable for any loss or

damage caused by the usage of or reliance on the information and guidance provided in this article and other information provided by Ecovis Malaysia and it's websites. Professional advice and

assistance must always be obtained before you act on any of the guidance provided. Please refer to the respective source of information, legislation and the regulatory authorities for authoritative

guidance.



