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The views expressed in this presentation are those of the presenter.
Official positions of the FASB are reached only after extensive due process and deliberations
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Economic nature
of goodwill Is
unresolved

Setting coherent
business
combination
accounting
standards
remains elusive



The
Existing
Model
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Existing business combination accounting

does NEITHER well
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 Investors ignore reported
goodwill.

Cost > benefit

Comprehensive

income is: é;?#ilr:eg |
« Understated 9 . « Uncertainty
Recognition dered i
in period of Value of VErsus considered in
acquisition. growth measurement measurement not
« Overstated in Value of recognition.
subsequent combination
periods.

Acquired _ _ _
earnings « Value of discounted perpetual residual income

versus also unrealized and “at risk”.

Value of  Allocation between acquired earnings and
growth and value of growth depends on managers’
combination discount rate assumption.
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An Alternative “Proposed Solution”
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Contact us: FASB

u @FAFNorwalk E teching@fasb.org
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