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Background
Under IFRS, at the end of each reporting period, to the extent 
that an entity has previously recorded an impairment loss1 (other 
than an impairment loss related to goodwill), the entity should 
assess whether there is any indication that the previously recog-
nized impairment loss may no longer exist or may have decreased. 

If any such indication exists, the entity is required to estimate 
the recoverable amount of the asset or the cash-generating unit 
(CGU). The recoverable amount of an asset or CGU is the higher 
of its fair value less costs of disposal (FVLCD) and its value in 
use (VIU). 

If the recoverable amount exceeds the carrying amount, then  
a previously recognized impairment loss is considered to have 
been reversed (either fully or in part). IAS 36 Impairment of  
Assets requires an entity to recognize the reversal of the impair-
ment loss, except for goodwill for which an impairment loss 
cannot be reversed under any circumstances. 

Note that an impairment reversal is dictated by the specific facts 
and circumstances and is not an accounting policy choice.

Issue
How do mining entities apply the requirements of IFRS with 
respect to reversal of impairment?

1 For more details, please refer to Mining Industry Task Force on IFRSs Viewpoint —  
Commodity Prices and Impairment and Viewpoint — Impairment of Exploration  
and Evaluation Assets.

VIEWPOINTS: 
Applying IFRSs in the Mining Industry
REVERSAL OF IMPAIRMENT LOSSES

Mining Industry 
Task Force on IFRSs

International Financial Reporting 
Standards (IFRSs) create unique 
challenges for mineral resource 
companies. Financial reporting 
in the sector is atypical due to 
significant differences in char-
acteristics between mineral 
resource companies and other 
types of companies. The Char-
tered Professional Accountants 
of Canada (CPA Canada) and 
the Prospectors & Developers 
Association of Canada (PDAC) 
created the Mining Industry Task 
Force on IFRSs to share views 
on IFRS application issues of 
relevance to mineral resource 
companies. The task force 
views are provided in a series of 
papers that are available through 
free download. These views are 
of particular interest to Chief 
Financial Officers, Controllers 
and Auditors.

The views expressed in this 
series are non-authoritative and 
have not been formally endorsed 
by CPA Canada, PDAC or the 
organizations represented by  
the task force members.

JULY 2015

https://cpacanada.ca/~/media/Site/R2-docs/VIEWPOINTS-COMMODITYPRICESANDIMPAIRMENT.pdf
https://cpacanada.ca/~/media/Site/R2-docs/VIEWPOINTS-COMMODITYPRICESANDIMPAIRMENT.pdf
https://cpacanada.ca/~/media/Site/business-and-accounting-resources/docs/Viewpoints-IFRS-6-Impairment-of-Exploration-and-Evaluation-Assets-Mining-April-2013.pdf
https://cpacanada.ca/~/media/Site/business-and-accounting-resources/docs/Viewpoints-IFRS-6-Impairment-of-Exploration-and-Evaluation-Assets-Mining-April-2013.pdf


2 Viewpoints: Applying IFRSs in the Mining Industry | Reversal of impairment losses July 2015

Viewpoints

Indications of Reversal of Impairment
IAS 36 provides a list of indicators that a previously recognized impairment loss may have 
decreased or no longer exists. As a minimum, an entity would need to consider specifically:
• a significant increase in the asset's value
• significant changes during the period or expected in the near future in the entity's  

technological, market, economic or legal environment that will have a favourable effect;
• decreases in market interest rates or other market rates of return on investments and 

those decreases are likely to affect the discount rate used in calculating the asset's VIU 
and increase the asset's recoverable amount materially

• significant changes during the period or expected in the near future that will affect the 
extent to which, or manner in which, the asset is used. (These changes include costs 
incurred during the period to improve or enhance the asset's performance or restructure 
the operation to which the asset belongs.)

• evidence from internal reporting that the economic performance of the asset is,  
or will be, better than expected.

Of note is that this list of indicators for reversal of impairment mirrors the list of indicators 
presented in IAS 36 for identifying an impairment, with two exceptions: “the carrying amount 
of the net assets of the reporting entity is more than its market capitalization” is not specif-
ically an indicator of impairment reversal (see further discussion below) nor is “evidence of 
obsolescence or physical deterioration”. 

A further consideration is that an impairment loss should be reversed only if there has been 
a change in the estimates used (see further discussion below) to determine the asset’s or 
CGU’s recoverable amount (e.g., a change in cash flows or discount rate). In other words, 
the “service potential” of the asset must genuinely improve if a reversal is to be recognized 
as opposed to, for example, the reversal being the result of the passage of time (sometimes 
called the “unwinding” of a discount). 
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When considering the required indicators of reversal, the following are examples of factors 
that may indicate that a mining entity should test for a reversal of impairment: 
• a significant increase in relevant mineral price(s), in particular when using long-term  

forward prices or long-term price assumptions
• significant expansion of reserves or resources
• favourable changes in the applicable discount rates or foreign exchange rates.

Notwithstanding that market capitalization is itself not explicitly listed as an indicator,  
a substantial increase in the share price of an entity could nonetheless be seen as evidence 
that there have been significant changes with an overall positive impact on the underlying 
economics of the individual asset or CGU such that an indicator of impairment reversal may 
exist (i.e., an increase in market capitalization could be viewed as an “indicator of an indi-
cator”). Specifically, it would be expected that other indicators of impairment reversal exist 
other than an increase in market capitalization in order to justify an impairment reversal.

An indicator of impairment reversal does not necessarily need to relate specifically to the 
same event or condition that gave rise to the impairment loss.2

Similarly to determining whether there are indicators of impairment, management must apply 
significant judgement when determining whether or not there is an indicator of impairment 
reversal. Ultimately, the key when considering indicators of impairment reversal will be to 
apply an approach consistent with that taken when considering indicators of impairment. 

As a simple example, an entity considers a significant decline in its long-term commodity price 
assumption over a number of months in the current reporting period to be an indicator of 
impairment. If, in a subsequent period, the entity revises its long-term assumptions to signifi-
cantly increase a commodity price over a similar time period, this revision may be an indicator 
of impairment reversal. In practice, a mining entity will likely have considered a number of 
indicators that will have been factored into its original impairment assessment. As such, it may 
not be a simple exercise to identify changes in individual estimates in isolation for the purpose 
of assessing the existence of indicators of reversal. As noted above, an indicator of impairment 
reversal may not necessarily be the same as the original indicator of impairment.2

2 For additional insights, please refer to the IFRS Discussion Group Report — IAS 36: Reversal of Impairment — CGU remains 
Unchanged dated September 5, 2013. The report notes that an assessment under IAS 36.114 is based on any factor that would 
positively affect the asset’s recoverable amount, rather than being based on whether the original impairment indicator has 
changed.
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Individual Asset vs. Cash Generating Unit
In the event that an individual asset's impairment is being reversed, the reversal cannot 
result in the carrying value of that asset being adjusted above the amount that would 
have been recognized had no impairment originally been recognized after taking into 
account depreciation and expenditures on the asset. 

To the extent the prior impairment loss was taken against a CGU, the reversal of the impair-
ment loss should be allocated by increasing the carrying amounts of the assets (other than 
goodwill) in the CGU on a pro-rata basis (based on the relative carrying amounts of those 
assets). However, the carrying amount of an individual asset in a CGU cannot be increased 
above the lower of: 

• its recoverable amount (if determinable) or 
• the carrying amount that would have resulted, net of depreciation, had no impairment 

loss been recognized in prior periods. 

Any unallocated reversal (i.e., “surplus”) is to be allocated to the remaining assets pro rata 
(based on the relative carrying amounts of those assets), always remembering that a previous 
impairment loss to goodwill may not be reversed under any circumstances and that the pre-
viously mentioned maximum for an individual asset is not exceeded. Any remaining “surplus” 
would not be recognized.

It is important to note that when an entity records an impairment loss against a long-lived 
asset (other than goodwill), it must keep sufficient information to enable it to calculate the 
amounts described above if there is a subsequent impairment reversal. 

Exploration and Evaluation (E&E) Assets
Any impairment loss on an E&E asset recognized in accordance with IAS 36 (following the 
assessment of indicators of impairment in accordance with IFRS 6 Exploration for and Evalu-
ation of Mineral Resources) needs to be reversed if there is evidence the loss no longer exists 
or has decreased. 

For example, because an entity had significant financial difficulties, substantive expenditures 
on further exploration and evaluation of mineral resources in a specific area were neither 
budgeted nor planned. As a result, the entity recorded an impairment loss on those specific 
E&E assets. In the future, if facts and circumstances change (e.g., significant financial  
difficulties no longer exist, substantive expenditures on further exploration and evaluation  
of mineral resources in the previously impaired specific area are now budgeted, and the 
entity can benefit from the previous E&E activities in the specific area), evidence may exist 
that the previously recorded impairment loss no longer exists or has decreased.
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Reserve and Resource Expansion
A specific area of judgment relates to reserve and resource expansions. In such a case, it is 
important to evaluate the specific facts and circumstances to determine whether indicators  
of impairment reversal exist. 

For example, if the impairment was taken on a CGU and the reserve and resource expansion 
relates to a new or an existing ore body within the specific CGU, then such an expansion 
would be considered as part of the impairment reversal analysis. 

However, if the impairment was in respect of an individual asset (i.e., the property was con-
sidered an individual asset and not considered in the broader context of a CGU) the entity 
would need to determine whether the reserve and resource expansion is considered a better-
ment of the existing asset (in which case one would consider the expansion in the impairment 
reversal analysis) or the creation of a new asset (in which case it would not be considered). 

Other Considerations
The guidance related to impairment reversals also reminds entities that an indicator of rever-
sal, such as an indicator of impairment, is evidence that the remaining useful life, depreciation 
method and/or residual value of the asset should be reviewed and may need to be adjusted, 
whether or not the impairment loss is reversed.
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