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This Statement retains the requirements of Statement 121 to

(a) recognize an impairment loss only if the carrying amount of a longlived asset is
not recoverable from its undiscounted cash flows and

(b) measure an impairment loss as the difference between the carrying amount
and fair value of the asset.
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1 This Statement applies to a business enterprise and a not-for-profit organization,
each of which is referred to herein as an entity.
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99. Not-for-profit organizations that rely in part on contributions to maintain their

assets may need to consider those contributions in determining the appropriate

cash flows to compare with the carrying amount of an asset.
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99 ...Some respondents to the Exposure Draft stated that the recognition criteria in
paragraph 6 would be problematic for many not-for-profit organizations because
it may be difficult, if not impossible, for them to identify expected future cash
flows with specific assets or asset groupings.
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99 ...In other cases, expected future cash flows can be identified with asset groups.
However, if future unrestricted contributions to the organization as a whole are
not considered, the sum of the expected future cash flows may be negative, or
positive but less than the carrying amount of the asset. For example, the costs of

administering a museum may exceed the admission fees charged, but the

organization may fund the cash flow deficit with unrestricted contributions.
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100. Other respondents indicated that similar difficulties would be experienced by
business enterprises. For example, the cost of operating assets such as
corporate headquarters or centralized research facilities may be funded by
revenue-producing activities at lower levels of the enterprise. Accordingly, in
limited circumstances, the lowest level of identifiable cash flows that are largely

independent of other asset groups may be the entity level.
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B46. In this Statement, as in Statement 121, the Board acknowledges that in

limited circumstances, an asset group will include all assets and liabilities of the

entity.
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100 ...The Board concluded that the recoverability test in paragraph 6 should be
performed at the entity level if an asset does not have identifiable cash flows
lower than the entity level. The cash flows used in the recoverability test should
be reduced by the carrying amounts of the entity's other assets that are covered
by this Statement to arrive at the cash flows expected to contribute to the

recoverability of the asset being tested.
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100 Not-for-profit organizations should include unrestricted contributions to the

organization as a whole that are a source of funds for the operation of the asset.
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