Will steep declines in capital markets due to
COVID-19 require testing for impairment?
Historically, declines in the stock market can trigger testing of tangible assets, goodwill and other intangible assets for impairment. However, other factors (triggers) that may accompany stock price
declines are typically examined as well.
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Types of Triggering Events :
1

Financial

Operational

Trends and events related to
financial markets or corporate
financial risk

Risks relating to products,
services, and operational
activities

Strategic and
reputational

Geopolitical and
regulatory

Emerging issues impacting your
strategy and brand reputation

Disruptions relating to trade, global
markets, and regulatory change

IAS 16 - Property, Plant and Equipment
• Testing frequency dependent upon the occurrence of
trigger—based events
• Recoverable amount estimated and compared to
carrying amount

•In what order are the tests performed?
Extended enterprise
Emerging risks and
opportunities related to your
third-party ecosystem

Market volatility

Store or facility closures

Competitive shifts

Health pandemic

Supply chain interruptions

Credit risk

Declining customer traffic

Technology innovation

Trade disruptions

Distribution delays

Commodity risk

Reduced human capital

Industry convergence

Sustainability risks

Reliance on third parties

(1) IAS 36 Goodwill should be tested for impairment when a triggering event occurs that indicates that the recoverable of an entity (or a cash-generating unit) may be below its carrying amount.

• Multiple valuation methods usually considered including
discounted cash flow (DCF) and market multiples

Considerations
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• Testing at the single asset level or cash-generating unit
(goodwill)

• Allocation of impairment loss to asset classes
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IAS 38 - Intangible Assets

•How do I define cash-generating unit?
•What is my core asset and life?
•How do cash flows in 360 differ from the 350 test?
•How do I model alternative scenarios in a time of
unprecedented uncertainty?
•How much weight do I place on intrinsic DCF value
vs. market?

Other Considerations Impairment analysis

Deloitte industry impact

84%

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

Consumer and Industrial Products
Deloitte serves 84% (or 161 companies)
of the 192 FG500 C&IP companies

71%

Cash management:
Evaluate whether you have cash to cover operations and obligations under
alternative scenarios and stay connected with your lenders.
Key benefits/solutions provided by Deloitte
Entities may need to implement new internal controls or modify existing ones.
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.

Energy & Resources
Deloitte serves 71% (or 80 companies) of
the 113 FG500 E&R companies

83%
91%
Technology, Media, & Telecommunications
Deloitte serves 91% (or 48 companies) of the
53 FG500 TMT companies

89%
Financial Services
Deloitte serves 89% (or 106 companies)
of the 119 FG500 FSI companies

Who we are:

Life Sciences & Health Care
Deloitte serves 83% (or 19 companies)
of the 23 FG500 LSHC companies

Public Sector
Deloitte serves clients including civil governments, public
health and social services, defense, international donor
organizations, public safety, transportation, and education.
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ValueDTM. Value insights. Informed decisions.
ValueDTM is a powerful technology platform that leverages artificial intelligence (AI), 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 use to help improve their strategic decision-making.
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The ValueDTM advantage—Impairment Analysis
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 Cash Generating Unit impairment analyses.
ValueDTM 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

Business insights

Dynamic modeling

Data analysis

Valuation management

Leverages AI and
cognitive technologies
coupled with our
experience to enhance
quality and reliability.

Provides benchmarking
and insights based on a
variety of research and
proprietary databases
to provide insights that
enable informed business
decisions.

Offers the ability to
dynamically perform
multi-variable sensitivity
analysis and evaluate
alternative scenarios ondemand.

Click-through experience
provides an improved
understanding of sources
and calculations enabling
you to uncover and
convey true value.

Provides enhanced
visibility of project status,
enables real-time tracking
of data requests, and
facilitates response to
data requests.
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