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A RESEARCH ON GOODWILL
ACCOUNTING ABSTRACTS

Goodwill accounting has been being a touchy problem both in the
regulation of accounting and in accounting practices because of its great
differences among different countries. This thesis is designed to do a sys-
tematic research on goodwill accounting.

The thesis of six sections:

1.The concept and content of goodwill;

2.The characteristics of goodwill;

3. The recognition of goodwill;

4. The measurement of goodwill;

5.The accounting treatment of accounting;

6. The speculation on developing of the goodwill accounting stan-
dards in China.

In the first section, the author clarified the evolution of goodwill and
develops a new definition of goodwill. That is “goodwill” refers to all un-
recorded intangible resources {owned and controlled by a company) which
have superior earning power include: Favorable association with other
sides, good employee, effective management structure, monopolist stand-
" ing.

In the second section, The author discussed and analyzed nature of
assets, characteristic of intangible assets, relationship between goodwill
and other intangibles. Base on these researches, the author argued the
difference of goodwill as a kind of asset and other assets is that goodwill
can only be attached to the whole company and cannot be exchanged as an

independent asset. Individual factors contributing to formation of goodwill




cannot be respectively calculated with any methods. The author also ar-
gued that the influence of goodwill on a company’s assets and eaming
power is linear, the formation of goodwill is not related to other intangi-
bles and the existing period of goodwill cannot be determined.

In the third section, the author first discusses the recognition of in-
temally generated goodwill. It is universal practice not to recognize inter-
nally generated goodwill on balance sheets since there is no reliable mea-
sure of cost which may influence relevance and equality of accounting in-
formation. However, by analysis the reliability of accounting and rele-
vance in detail. The author holds that the recognition of intemnally gener-
ated goodwill cannot weaken the equality of accounting information and is
practicable. Then, the author discussed goodwill and pointed out that
purchased goodwill only exists under merger consolidation whether pur-
chased goodwill exists when by applying purchased accounting and pooling
of interests accounting depends on nature of consolidation.

In the fourth section, calculation and calculating method are dis-
cussed. The thesis persist that purchase goodwill is calculated as the dif-
ference between the cost and the f.air value of what is purchased, but in-
temally generated goodwill can be calculated as the capitalization value or
the discount value of a company’s future extra profit.

In the fifth section, the author gives a overview of goodwill account-
ing treatment in many countries, and comes to her own conclusion that
different accounting treatments of goodwill seriously affect the comparabili-
ty of financial statement and review of a company’s of a company’s per-
formance among different countries. The economic lifetime of goodwill is
not perdurable and practicable accounting treatment of internally generated
goodwill should been developed in accounting practice. The author raises

opinions of regularization of goodwill accounting treatment.




In the last section of the thesis, the necessity of development of
goodwill accounting and its principles in China are discussed. The author
holds that the basic reason for development of goodwill accounting in Chi-
na is marketing economic development which makes enterprises operation
much more complicated than before, especially more and more mergers,
consolidations and acquisitions occurring in enterprise reform and develop-
ment of marketing.

In the end, some suggestions are developed for development of good-

will accounting standards in China.
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