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2. BASIS OF PREPARATION (CONTINUED)

(a) Critical accounting judgements and key sources of estimation of uncertainty

Management has identified accounting estimates and assumptions relating to the items below that it 
considers to be critical due to their impact on the Group’s financial statements. 

(i) Impairment of non-financial assets

Assets that have an indefinite useful life (including Goodwill) are not subject to amortisation and are 
tested annually for impairment.  Assets that are subject to amortisation are reviewed for impairment 
whenever events or changes in circumstances indicate that the carrying amount may not be 
recoverable. An impairment loss is recognised for the amount by which the carrying amount of the 
asset exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair value 
less costs to sell and value in use. For the purposes of assessing impairment, assets are grouped at the 
lowest levels for which there are separately identifiable cash flows (cash-generating units).

In determining the carrying amount of goodwill, the Group carries out the test on impairment 
of goodwill on an annual basis. This exercise requires an estimation of the value in use of the 
cash-generating units to which goodwill is allocated. Estimating a value in use amount requires 
management to make an estimate of the expected future cash flows from the generating unit and also 
to choose a suitable discount rate in order to compute the present value of future cash flows.

(ii) Impairment of financial assets

Financial assets classified as available-for-sale

The Group assesses at the end of each reporting period whether there is objective evidence that a 
financial asset or a Group of financial assets is impaired. In the case of equity investments classified 
as available-for-sale, a significant or prolonged decline in the fair value of the security below its 
cost is considered in determining whether the securities are impaired. If any such evidence exists 
for available-for-sale financial assets, the cumulative loss, measured as the difference between 
acquisition cost and the current fair value, less any impairment loss on that financial asset previously 
recognised in equity is removed from equity and recognised in profit or loss.

If the fair value of a previously impaired debt security classified as available-for-sale increases and the 
increase can be objectively related to an event occurring after the impairment loss was recognised, the 
impairment loss is reversed and the reversal recognised in profit or loss.

Impairment losses recognised in profit or loss for an investment in an equity instrument classified as 
available-for-sale are not reversed through profit or loss.

Financial assets carried at amortised cost

For loans and receivables category, the amount of the loss is measured as the difference between the 
asset’s carrying value and the present value of the estimated future cash flows (excluding future credit 
losses that have not been incurred) discounted at the financial asset’s original effective interest rate. 
The carrying value of the asset is reduced and, the amount of the loss is recognised in profit or loss.  If 
a loan or held to maturity investment has a variable interest rate, the discount rate for measuring any 
impairment loss is the current effective interest rate determined under the contract.

An allowance for loan impairment is established if there is the objective evidence that the Group will 
not be able to collect all amounts due according to the original contractual terms of the loans.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised, the previously recognised 
impairment loss is reversed through profit or loss to the extent that the carrying amount of the 
investment at the date of the impairment is reversed does not exceed what the amortised cost would 
have been had the impairment not been recognised.
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