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I. Objective 

1. The objective of the session is: 

(a) To present the feedback statement that summarises the responses received on the 

Discussion Paper jointly published by the Accounting Standards Board of Japan 

(ASBJ), European Financial Reporting Advisory Group (EFRAG) and Organismo 

Italiano Contabilità (OIC), Should Goodwill Still Not Be Amortised? – Accounting 

and Disclosure For Goodwill (hereinafter referred to as the “Goodwill DP”); and  

(b) To seek IFASS members’ comments on the topics that the ASBJ/EFRAG/OIC may 

want to explore in proceeding with the research on this issue in the next phase.   

2. In this paper, the Research Group presents its preliminary views, solely for the purpose of 

facilitating the discussion during the meeting. These views are the view of the Research 

Group’s only and subject to change based on its future research and discussions with 

constituents. Based on the discussion with constituents (including those at the IFASS 

meeting) and having regard to the resource constraint, the Research Group will prioritise 

topics so as to allocate its resource in the most effective way. 

II. Background 

Feedback Statement of the Goodwill DP 

3. In July 2014, the ASBJ, EFRAG and OIC jointly published the Goodwill DP with the 

comment period ending 30 November 2014. The DP, among others, presented the views 

of the Research Group 1  that reintroduction of goodwill amortisation would be 

appropriate. At the same time, the DP suggested measures to improve the impairment and 

disclosure requirements in IAS 36 Impairment of Assets. 

4. The ASBJ, EFRAG and OIC have received 29 comment letters on the DP from various 

regions (including Europe, Middle East and Asia) as well as global organisations. The 

                                                        
1 The Research Group consists of Tommaso Fabi (Director of the OIC), Marco Mattei (Project manager of the 
OIC), Filippo Poli (Research Director of the EFRAG) and Tomo Sekiguchi (Board member of the ASBJ).   
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feedback received revealed that the majority of respondents (66%) supported the 

Research Group’s view that amortisation of goodwill should be reintroduced (only 

10% of respondents supported the impairment-only approach), but also pointed out that 

there are areas for improvement in the impairment testing. In addition, many respondents 

considered that, if the IASB reintroduced amortisation of acquired goodwill, it should 

require the same for virtually all intangible assets (including those with indefinite useful 

lives). For details, the feedback statement is available as paper 6.2.  

5. Having considered the feedback received, the Research Group is now evaluating the 

topics for next phase. Depending on the topics, the scope and extent of the research work 

would vary, but the Research Group preliminary thinks that it would be useful to carry 

out discussions with users and preparers and a review of relevant academic research.   

Category 1: Improving the Mechanics of Amortisation 

6. Respondents expressed mixed views on the proposed guidance on assessing the 

amortisation period. The Research Group would explore the following issues: 

(a) Relevant factors for the assessment of the amortisation period, so as to meet the 

overall principle2; 

(b) Use of presumptions in determining the amortisation period (i.e., minimum and/or 

maximum amortisation periods, the rationale to determine the presumptions and 

whether they should be rebuttable); 

(c) Pattern of amortisation; 

(d) Assessment of the residual value; and 

(e) Reassessment of the amortisation period. 

Amortisation Period 

7. In relation to the relevant factors, the Research Group would consider: 

(a) Clarifying the principle and the role played by the duration of the expected excess 
                                                        
2 The Goodwill DP suggested as an overall principle that goodwill should be amortised over the period in which 
the goodwill recognised from a business combination is expected to give rise to its effect.  
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earning rate of the acquired business, as well as the expected synergies from the 

business combination; 

(b) Providing additional guidance on the factors to consider and which evidence is 

needed and expected to be available; and  

(c) Establishing a hierarchy of the relevant factors.   

8. The relevant factors identified in the Research Group Discussion Paper are the 

following: 

(a) The expected period in which the acquirer expects the acquired business to earn a 

higher rate of return as a standalone business, as well as the period over which 

synergies and other benefits from combining the acquirer’s and acquiree’s net assets 

and businesses will be realised;  

(b) The expected payback period of the investment on a business combination; and 

(c) The useful life of the primary asset (or the weighted-average useful life of group of 

assets) which is the primary identifiable long-lived asset. 

Discussion Points  

What are the views of the IFASS members on the relevance and priority of potential relevant 
factors listed above? 

Amortisation Pattern 

9. In relation to the pattern of goodwill amortisation, the Research Group would investigate 

if it could be other than straight-line method (for example, diminishing balance method or 

increasing balance method) and if the choice would be an accounting policy or an 

accounting estimate. In doing so, the Research Group would consider what evidence 

could sufficiently support a pattern other than straight-line.  

10. It may be argued that amortisation of goodwill leads to a loss of information for users 

because it affects recognition of impairment losses that are relevant to understand the 

management’s results in pursuing a growth strategy based on external acquisitions.  
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11. The Research Group preliminarily notes that an annuity depreciation (where the 

amortisation charge increases over the amortisation period – see table below) may 

mitigate this risk of loss of information. Assume that an entity recognises in year-1 a 

goodwill for CU 100 with an amortisation period of 10 years. In year-5, the recoverable 

amount falls to CU 70. Under the straight-line amortisation approach, no impairment loss 

would be recognised, since the carrying amount of goodwill has become lower than the 

recoverable amount, whilst under increasing amortisation approach the entity would 

recognise an impairment loss, providing users with the information about impairment. 

 

12. Depending on the situations, an annuity amortisation approach could also better reflect 

the pattern of substitution of purchased goodwill with internally generated goodwill. 

After the acquisition, the purchased business is modified and integrated into the 

acquirer’s business and organisation – this process normally takes time to start, and the 

pace of change accelerates over the years. In such situations, an increasing amortisation 

could provide a faithful representation of the process.  

Discussion Points  

What are the views of the IFASS members on the potential approaches for the amortisation 
pattern? 
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Residual Value 

13. With regard to the residual value, the Research Group would investigate if there are 

conditions under which the goodwill may have residual value. The Research Group’s 

preliminary view is that it would be difficult to rationalise and at least uncommon that 

goodwill has residual value.    

Reassessment of Amortisation Period 

14. With regard to the reassessment of the amortisation period, the Research Group would 

explore whether this should be required or permitted, and if so, when. The Research 

Group’s preliminary view is that an annual reassessment of the amortisation period may 

not be required for goodwill and there could be a higher threshold. This is because a 

reassessment of the period would not only reflect changes in the original estimate, but 

would also be inherently affected by the developments after the date of the acquisition, 

including the effect of the internally generated goodwill. 

Discussion Points  

What are the views of the IFASS members on the residual value and reassessment of 
amortisation period? 

Category 2: Improving Impairment Testing 

15. Many respondents considered that, even if amortisation of goodwill was reintroduced, 

there would be areas for improvement in the impairment testing. In relation to this, the 

Research Group would explore the following topics: 

(a) Frequency of testing, including if the annual impairment test should be mandatory; 

(b) Clarifying the notion and ways of identification of CGUs;  

(c) Discount rate, including the use of a pre-tax rate; 

(d) Methodology of calculation of recoverable amounts, including if the Standards could 

require only one estimate of the recoverable amount; and 

(e) Association of goodwill to relevant CGUs and reallocation at the time of 

restructuring. 
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16. As for the bullet (a) in the previous paragraph, the Research Group considers that the 

judgment may differ depending on the decision of amortisation period and pattern. As for 

the bullet (b), some respondents suggested improving the link between the identification 

of the CGUs and the internal units monitored internally. As for the bullet (c), a 

respondent suggested that the use of pre or post-tax rates should be discussed. 

17. The Research Group preliminarily thinks that topics (a) to (c) could be the object of 

short-term improvements, while (d) to (e) may take a longer time to be addressed. 

18. The Research Group would also consider if any of the features of the new expected credit 

loss model in IFRS 9 Financial Instruments could provide useful input to the impairment 

test in IAS 36. 

Discussion Points  

What are the views of the IFASS members on the prioritisation of issues related to the impairment 
testing? 

Category 3: Consequential Modifications to Disclosure Requirements   

19. The Goodwill DP discussed possible enhancements in disclosures around the impairment 

test of goodwill. Most respondents emphasised that any additional requirement should be 

assessed in the context of the overall volume of disclosure. The Goodwill DP did not 

address which disclosures would be needed and justified on a cost-benefit perspective, if 

amortisation of goodwill was reintroduced.  

20. The Research Group think that wholesale review of disclosure requirements should be 

carried out as part of disclosure project.  However, if amortisation of goodwill was 

reintroduced, the Research Group would preliminarily support the following 

consequential modifications to disclosure requirements: 

(a) An explanation of how the entity assessed the amortisation period (in general and/or 

for each major business combination); 

(b) Factors considered in deciding the amortisation period and the percentage of 

amortisation used (in general and/or corresponding to each major business 
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combination); 

(c) Amortisation periods for each goodwill arising from major business combinations;  

(d) Amortisation charge during the period (including the line item in which the 

amortised amount is included) and carrying balance of goodwill; and 

(e) Roll-forward information of goodwill classified by each major CGU.  

Discussion Points  

What are the views of the IFASS members on making consequential modifications to disclosure 
requirements? 

Category 4: Consequential Amendments to the Requirements for Intangible Assets  

21. Many respondents considered that, if the IASB reintroduced amortisation of acquired 

goodwill, it should require the same for virtually all intangible assets (including those 

with indefinite useful lives). The Research Group would explore potential consequential 

amendments to the following requirements of intangible assets, provided that 

amortisation of goodwill was reintroduced: 

(a) Separate recognition in a business combination of intangible assets previously 

unrecognised in the acquiree’s financial statements; and 

(b) Extension of amortisation to all intangible assets. 

22. As for the bullet (a) in the previous paragraph, the Research Group preliminary thinks 

that the key consideration on this matter is to appropriately balance the associated costs 

and benefits. Therefore, the first step would be to identify what the separation of 

intangible assets achieves if goodwill was amortised, as well as impediments for the 

separation. Based on the findings, the Research Group would list up possible reasonable 

approaches that could balance the cost and benefit.   

23. As for the bullet (b), the Research Group preliminary thinks that the key consideration is 

to identify the common practice of identifying intangible assets with indefinite useful 

lives.  This is because intangible assets (such as brands) are classified as intangible 
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assets with indefinite useful lives by some entities but classified otherwise by other 

entities.  The Research Group would then explore if the arguments to reintroduce the 

annual amortisation of the goodwill can apply also to other intangible assets with 

indefinite useful lives.  

Discussion Points  

What are the views of the IFASS members on consequential amendments to requirements for 
intangible assets? 

Category 5: Two types of Goodwill 

24. The majority of respondents supported the Research Group’s view that amortisation of 

goodwill should be reintroduced for a number of reasons. However, some respondents 

stated that acquisitions were based on the intention to continue the acquired activities for 

an indefinite period and some items subsumed in goodwill have an indefinite life.  

Therefore, the Research Group would explore if there could ever be two types of 

goodwill, one type that should be amortised and the other that should be considered as a 

non-wasting asset and not amortised.  

Discussion Points  

What are the views of the IFASS members on two types of goodwill? 

 


