Building Impairment

A building was bought on 1 January 20X1 at a cost of $1,000,000 and has a useful life of 20 years. The company uses the revaluation model for its land and buildings, and on the 31 December 20X5 the fair value of the building was $1,125,000. The company opts to transfer any excess depreciation on the revalued amount to retained earnings. On the 31 December 20X7 a fall in the market value of property led to an impairment review on the building, which revealed the value of the building to be $600,000. 

Explain how the impairment of the building should be dealt with in the financial statements for the year ended 31 December 20X7.
