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The Financial Accounting Standards Board issued two statements in June 2001 related to
goodwill: Statement of Financial Accounting Standards (SFAS) No. 141, Business
Combinations and SFAS No. 142, Goodwill and Other Intangible Assets. SFAS No. 142 requires
that acquisition goodwill be periodically tested for impairment and not be subject to systematic
amortization. The uncertainty of the decline of goodwill in value and the decision usefulness of
financial information according to the impairment test are the main reasons for the change. In
this article, I argue that it is still open to dispute these reasons. First, since goodwill
representing superior earning power is formulated as the sum of discounted present value of
residual income that decreases over time, it declines in value over time. Secondly, it is necessary
to verify the decision usefulness of financial information improved by the implementation of
SFAS No. 142, Moreover, the inability to separate acquisition goodwill from total enterprise
goodwill in the post-acquisition period is a serious impediment to the adoption of an impairment
test approach to goodwill. In this article, I suggest that amortization should be the required

method of accounting for goodwill.
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