a) Applying the provisions of IAS 36 Impairment of Assets, explain the criteria for determining whether an asset is impaired and to which categories of assets the provisions apply.


b) Prometheus invested £650,000 in a new item of plant on 1 May 2016 for the production of a building product exclusive to a major supplier to the construction sector.

The item of plant has an estimated life of 5 years and is being depreciated on a straight-line basis.

On 30 April 2018 Prometheus was informed by its customer that because of competition from other similar products in the marketplace it would be reducing the order quantities of the exclusive product.

Following this news Prometheus now estimates that its net cash flows earned from the item of plant in the next 3 years will be:

	
	£000

	Year ended 30 April 2019
	180

	Year ended 30 April 2020
	150

	Year ended 30 April 2021
	120



Prometheus has indicated that the current market value of the item of plant would be only £80,000. 

Prometheus's cost of capital is 10%. The discount rates at 10% are as below:

	Year ended 30 April 2019
	0.91

	Year ended 30 April 2020
	0.83

	Year ended 30 April 2021
	0.75



Required:

Calculate whether any impairment has arisen and identify the value at which the item of plant should be carried in Prometheus's financial statements at 30 April 2018.

