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 Coordinated work with the EFRAG/OIC 
 The EFRAG/OIC published its questionnaire on goodwill in July 

2012 (comment period ending September 30, 2012). 
 Considering that non-amortization of goodwill is one of the most 

contentious themes relating to application of IFRSs in Japan, the 
ASBJ has provided proactive support for the EFRAG/OIC’s work.  

 Separate initiative by the ASBJ  
 The ASBJ published its separate questionnaire based on the 

Japanese accounting standards (the amortization & impairment 
approach*) in September 2012 (the comment period ended October 
5, 2012).    

 On October 5, 2012, the ASBJ held a roundtable to discuss 
responses, having invited major stakeholders. 

     * Japanese GAAP requires an entity to amortize the acquired goodwill in accordance with the straight line method or other 
reasonable method over certain period that is expected to have effect, which is no more than 20 years. It also requires an 
entity to recognize impairment losses when meeting a certain threshold (hereafter, amortization & impairment approach). 
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Background  



 Outline of ASBJ’s questionnaire  
 The questionnaire consists of five parts, targeted for: 
 All stakeholders (Section-I) 
 FS users (Section-II) 
 FS preparers (Section-III) 
 Auditors (Section-IV) 
 Academia (Section-V) 

 The questionnaire has been developed based primarily on 
EFRAG/OIC’s questionnaire, with necessary modifications to 
accommodate with the requirements under Japanese GAAP.  

 The major differences from the EFRAG/OIC’s questionnaire are: 
   (i)  the new section of “All stakeholders (Section-I)”; and  
   (ii) the target audience of the questionnaire: EFRAG/OIC’s 

questionnaire is targeted for IFRSs users-only, while this questionnaire is 
targeted for Japanese GAAP users, who have seasoned with amortization 
& impairment approach.  

Copyright © 2012 Accounting Standards Board of 

Japan All rights reserved. 

 

3 

ASBJ’s Questionnaire (1/3) 



ASBJ’s Questionnaire (2/3) 
  
 Questions asked in the questionnaire 
 In short, the questionnaire invited comments on the following 

issues: 
 For all stakeholders: Which do you prefer the amortization & 

impairment approach or the impairment-only approach? 
 For FS users: How do you use financial information relating to 

goodwill? What do you learn from information relating to 
goodwill impairment losses? 

 For FS preparers: How can we lessen the practical burden 
relating to the impairment testing, while ensuring the quality of 
financial information? 

 For auditors: How can we improve auditability of the 
impairment testing of acquired goodwill? 

 For academia: Do you know particular academic research that 
would be helpful in furthering the project? 
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ASBJ’s Questionnaire (3/3) 
  
 Responses to the questionnaire 
 Despite the short comment period, the ASBJ has received 26 responses (12 

from FS preparers, 8 from users, 4 from auditors, 2 from academia).  
 On October 5, 2012, the ASBJ also held a roundtable to discuss responses, 

having invited major stakeholders. 
 Although respondents’ views were found to be different in a number of 

respects, there were certain themes that were found to be.  Examples 
include: 

For all stakeholders 

 Q5: Do you believe the current requirement which does not allow an entity to reverse 
impairment losses on goodwill appropriate?: Yes. 

For FS preparers 

 Q10: Do you find practical burden is too large, when performing impairment testing in 
accordance with Japanese GAAP*?: No. 

* Japanese GAAP  requires an entity to perform impairment testing when relevant indicators exist, while providing robust 
application guidance about the indicators.  When recognition of impairment losses are considered to be necessary by the 
impairment testing, the carrying amount of relevant asset group will be reduced to the recoverable amount.  
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Roundtable discussion 
  
 Outline 
 On October 5, 2012, the ASBJ held a roundtable to intensively 

discuss issues relating to goodwill impairment & amortization, 
having invited key stakeholders. 

 Objective: To facilitate understanding among the ASBJ and 
stakeholders about the responses to the questionnaire by enabling 
questions and answers each other.    

 Participants (who have seasoned with both Japanese GAAP and 
IFRSs and have responded to the questionnaire): 

 FS users (Four) 
 FS preparers (Four) 
 Auditors (Two) 
 Academia (One) 
 ASBJ Board members and staffs 
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What have we learnt? - General  
  
 The amortization & impairment approach or the 

impairment-only approach? 
    - Mixed views were expressed. 
 Use of financial information relating to goodwill? 
    - Primarily used to assess the capital adequacy and the 

management’s expectation about future cash inflows to the 
entity. Different views exist about how to use the information.   

 Burden on impairment testing? 
    - Not too burdensome under Japanese GAAP.  
 Auditability of impairment testing? 
    - Not impossible to audit, but auditability can be enhanced by 

taking several measures.  
 

    For details: Please see Appendices. 
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 Which do you prefer amortization & impairment 
approach or impairment-only approach? 

 – Mixed views were expressed from stakeholders in different 
sectors as well as those in the same sector.  

Supporters for Impairment-only approach 

 FS users:  I exclude amortization amount from my financial analysis.  
 FS preparers: Impairment-only approach better achieves communication 

with users (get to know that “something special” took place.) 
Supporters for Amortization & impairment approach 

 FS users:  No impairment loss is recognized in an economic boom cycle 
leading to recognition of inflated profit figures, while significant amount 
of impairment losses are recognized in an economic bust cycle. (Does the 
non-amortization approach result in inappropriate loss recognition?)   

 FS preparers: The amortization & impairment approach better reflects 
the decrease in an excess earning power at business combination, and is 
consistent with the financial figures used for internal management.  
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What have we learnt? (Questions to all 
stakeholders) 



 How do you use financial information relating to 
goodwill? What do you learn from goodwill impairment 
losses?  

– Varieties of views were expressed. Selected views include: 
Purpose and approach when using goodwill information  

 Information about goodwill is used primarily to determine entity’s capital 
adequacy, an appropriateness of the management’s judgment on the business 
combination (especially, purchase price), and an appropriateness of management’s 
expectation about future cash inflows to the entity. 

 Analysis of goodwill is particularly important when an entity acquires another 
entity in exchange for shares, as there is no cash outflows from such transactions.   

 In analyzing an entity’s capital adequacy, causes of goodwill are examined to 
determine the amount to be deducted from the equity section in its analysis.    

Suggestion to further improve the relevance of financial figures  

 Enhanced disclosures about goodwill would be helpful, especially which business 
combinations the goodwill is attribute to and financial figures about the acquired 
entity.  Such disclosures may include analysis of cash-flow projections (such as 
the comparison between future prospect of business environments and 
management strategy at business combination and the current assessment thereon 
at the reporting end.) 
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What have we learnt? (Questions to FS users) 



 How can we lessen the practical burden relating to 
impairment testing, while ensuring the quality of financial 
information? 

– No significant concern expressed for impairment testing 
under Japanese GAAP. Selected responses include: 

Views expressed on the burden of impairment testing 

 Impairment testing has become routine work, thus it does not give rise to 
significant burden.  

 The amortization & impairment approach may be helpful in lessening the 
difficulties associated with impairment testing.  

 Judgment relating to impairment testing  (especially, allocation of goodwill to 
asset groups or CGUs) is difficult when acquired goodwill is recognized by a 
merger of entities and both entities have varieties of  businesses.   

Other comments 

 Recognition of impairment losses requires significant management’s judgment 
and assumptions especially in determining whether the decline the 
profitability is not just temporary.  In practice, therefore, judgment tends to be 
delayed than users might have wanted.   
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What have we learnt? (Questions to FS 
preparers) 



 How can we improve auditability of the impairment 
testing of acquired goodwill? 

– Not impossible to audit impairment testing, but difficulties 
were expressed thereon.  Selected responses include: 

Views expressed on the challenges relating to the auditability 

 Impairment testing embodies significant amount of management judgments, 
and auditors may often find it very difficult to challenge management's 
assumptions unless they are clearly unreasonable.  

Suggestions to further enhance the auditability 

 Auditability of goodwill impairment can be enhanced by the followings: 
 If accounting standards could require documentation of necessary 

assumptions (including those relating cash flow projections) at business 
combinations; 

 If an entity has robust internal control to compare the cash flow projection at 
business combinations with the actual figures at reporting ends (periodic back 
testing) ; 

 If accounting and auditing standards require involvement of experts when 
performing assessments as to future cash flows and discount rates therewith. 
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What have we learnt? (Questions to auditors) 



 The ASBJ’s planned work in the future 
Objective: Positively contribute to the global debate about 

goodwill impairment & amortization. 
 Further studies on academic research are planned. (– Early 

2013) 
 Analyze the lessons we have leant and examine what could 

be done to improve financial information relating to goodwill. 
(-Early 2013) 

 Publication of the report summarizing findings. (Q1-2 of 
2013) 

 Report on the research findings at the IFASS meeting. 
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Next Steps 



Thank you! 
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