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Historically, economic activity declines often trigger impairment testing of assets, including goodwill and other intangible assets.

Other factors that may accompany declines, such as the triggering events below, are typically examined as well. * How do | define a cash generating unit or reporting unit?

A study of the Financial Crisis of 2008—2009 provides a guidepost to how companies viewed impairment testing during periods * How do I identify the lowest level of cash flows?
of market volatility. Our analysis shows that the impairments recognised by companies in our sample tracked closely with

decreases in their stock price. For us here in the Caribbean, that impairment is likely better tracked against our economic activity.

* Do | need to estimate both value in use and fair value
under IFRS and how do cash flows differ for each? How
do cash flows under US GAAP differ for the ASC 360 and
the ASC 350 test?
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projection period than previously?

(1) IAS 36 and FASB ASC 350 both require annual impairment tests for goodwill and assets with an indefinite useful life as well as interim tests for most all long-lived assets, including goodwill, when there is an indication of impairment.
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Other considerations

Disclosure and reporting:

Consider whether there is a need to update the risk factor to
provide more specificity about the potential impact of significant
events and current and potential future impact on their
operations, financial condition, or liquidity.

Reforecasting and modeling:

Given the immense uncertainty in the near and medium term,
consider alternative scenarios in your forecasting process and
performing enhanced modeling.

Liquidity and cash management:

Evaluate liquidity needed to sustain operations as well as meet
obligations under alternative scenarios. Monitor debt obligations
and need for waivers or refinancing.

Asset sales and divestitures

Examine potential options to increase liquidity and financial
flexibility through asset sales, sales leasebacks, and divestitures.

Impairment test summary

Unlike IFRS, under US GAAP for long-lived assets and finite lived
intangibles held for use, a two-step approach is required.

* Under US GAAP, the recoverability test is performed based on a
comparison of undiscounted expected future cash flows and
carrying amount.

* Under IFRS, recoverability is based on a comparison of carrying
amount and the recoverable amount (that is, the greater of fair
value less costs of disposal (FVLCD) or value in use (VIU)).

* Differences may result in recognition of impairment losses at an
earlier period under IFRS compared to US GAAP.

* Consistent with the requirements of IAS 36, ASC 350 requires
goodwill and indefinite-lived intangible assets to be tested for
impairment annually, or more frequently if indicators exist.

* Goodwill and indefinite-lived intangible assets are subject to a
one-step assessment that reduces the carrying amount to fair
value under US GAAP, and to the recoverable amount (i.e. the
greater of FVLCD or VIU) under IFRS.

ValueD™. Value insights. Informed decisions.

use to help improve their strategic decision-making.

The ValueD™ advantage—Impairment Analysis

Cash Generating Unit impairment analyses.

ValueD™ is a powerful technology platform that leverages artificial intelligence (Al), market—based benchmarks, and our vast industry experience to assist clients to
improve the valuation process, cut through complexity, and provide deeper insights into how valuations are performed through a real-time dynamic view that clients can

With ValueD, we can help you develop quicker and deeper insights, and provide you with access to dynamic tools that assist in the performance of Reporting Unit and

o ValueD™ provides the ability to perform and weight multiple valuation approaches, source industry and economic market data, estimate discount rates, benchmark

projected performance to actual historical performance, and perform comparative analysis to industry peer group companies.

Enhanced quality

Leverages Al and cognitive Provides benchmarking and
technologies coupled with our insights based on a variety of
experience to enhance quality research and proprietary
and reliability.
business decisions.
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Dynamic modeling

Offers the ability to dynamically  Click-through experience
perform multi-variable sensitivity provides an improved
analysis and evaluate alternative understanding of sources and
databases that enable informed  scenarios on-demand.

Valuation management
Provides enhanced visibility of
tracking of data requests, and

calculations enabling you to facilitates response to data
uncover and convey true value.  requests.

project status, enables real-time
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