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[Abstract] When one firm acquires another in a business combination, the difference between the
net amount of the fair values and the total purchase price paid by the acquired company is “goodwill”
(purchased goodwill).

The impairment loss for property, plant, and equipment is recognized if the book value is greater
than recoverable amount, where the recoverable amount is smaller than fair value less costs to sell

or value-in-use.
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This paper discusses the true meaning of goodwill and impairment of fixed assets and their ac-
counting disclosure. Their accounting treatment and disclosure differs among IFRS, US-GAAP and
J-GAAP.

IFRS and US-GAAP don't require the amortization of purchased goodwill, but if the impairment
losses have incurred, the losses are charged against current earnings.

On the other hand, J-GAAP requires to amortize the purchased goodwill periodically (under 20
years), and where the book value is greater than recoverable amount, the impairment losses are rec-
ognized.

Which treatment is proper to give the true and fair view of the purchased goodwill and the impair-

ment losses to the investors?
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