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Notes to the financial statenrents (antinued)

24. Significant accounting policies (ontinued)

(f) lmpairment of financial assets

The organisat ion assesses at each balance sheet date whether there rs
object ive evidence that a { inancial  asset or group of f inancial  assets is
impa i red .  A  f inanc ia l  asse t  o r  a  g roup o f  f inanc ia l  asse ts  i s  impa i red  and
impairment losses are incurred i f ,  and only i f ,  there is object ive evidence of
impairment as a result  of  one or more events that occurred after the ini t ia l
recogn i t ion  o f  the  asset  (a ' loss  event ' )  and tha t  loss  event  (o r  events )  has  an
impact  on  the  es t imated  fu tu re  cash f lows o f  the  f inanc ia l  asse t  o r  g roup o f
f inanc ia l  asse ts  tha t  can  be  re l rab ly  es t imated  Ob jec t ive  ev idence tha t  a
f inanc ia l  asse t  o r  g roup o f  asse ts  i s  impa i red  inc ludes  observab le  da ta  tha t
comes to the attentron of the organisat ion about the fol lowing loss events:

( i )  S ign i f i can t  f inanc ia l  d i f f i cu l ty  o f  the  issuer  o r  ob l igor ;
( i i )  a  b reach o f  con t rac t ,  such as  a  de fau l t  o r  de l inquencv  in  in te res t  o r

pr inc ipa l  payments .

The organ isa t ion  f i rs t  assesses  whether  ob jec t ive  ev idence o f  impa i rment
ex is ts  ind iv idua l l y  and co l lec t i ve ly .  l f  the  organ isa t ron  de termines  tha t  no
ob jec t ive  ev idence o f  impa i rment  ex is ts  fo r  an  ind iv idua l l y  assessed f inanc ia l
asse t ,  whether  s ign i f i can t  o r  no t ,  i t  inc ludes  the  asset  in  a  g roup o f  f inanc ia l
asse ts  w i th  s imi la r  c red i t  r i sk  charac ter is t i cs  and co l lec t i ve lv  assesses  them
for  impa i rment .

When a loan is uncol lectable, i t  is wri t ten off  against the related provision for
loan impa i rment .  Such loans  are  wr i t ten  o f f  a f te r  a l l  the  necessary
procedures have been completed and the amount of the loss has been
determined. Subsequent recoveries of amounts previously wri t ten off  are
treated as debt recoveries in the income statement.

l f ,  in  a  sub 'sequent  per iod ,  the  amount  o f  the  impa i rment  Ioss  decreases  and
the decrease can be related object ively to an event occurr ing after the
impa i rment  was recogn ised (such as  an  improvement  in  the  debtor ' s  c red i t
ra t ing) ,  the  prev ious ly  recogn ised impa i rment  loss  is  reversed by  ad jus t ing
the  a l lowance account  The amount  o f  the  reversa l  i s  recoon ised in  the
income s ta tement .

(g) Provisions

Prov is ions  fo r  lega l  c la ims are  recogn ised when the  organ isa t ion  has  a
present legal or construct ive obl igat ion as a result  of  past events; and rt  is
more l ikely than not that an outf low of resources wi l l  be required to sett le
the  ob l iga t ion ;  and the  amount  has  been re l iab ly  es t imated .  Prov is ions  are
not  recogn ised fo r  fu tu re  opera t ing  losses .

Where  there  are  a  number  o f  s im i la r  ob l iga t ions ,  the  l i ke l ihood tha t  an
out f low w i l l  be  requ i red  in  se t t lement  i s  de termined by  cons ider ing  the  c lass
o f  ob l iga t ions  as  a  who le .  A  prov is ion  is  recogn ised even i f  the  l i ke l ihood o f
an outf low with respect to any one i tem included in the same class of
ob l iga t ions  may be  smal l .
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