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Abstract

In September 1999, the Financial Accounting Standards Board issued
its Exposure Draft, Proposed Statement of Financial Accounting Stan-
dards, Business Combinations and Intangible Assets whitch would radi-
cally change the accounting for business combinations, goodwill and
intagible assets.

The Proposed Statement would eliminate the use of the pooling—of-
interests methods to account for business combinations and require the
purchase method to be used to account for all business combinations. In
another major change to current practice, the statement would require
that goodwill be recognized as asset, and be amrtized over its useful
economic life; however, the maximum amortization period would be
reduced from the current 40 years to 20 years. In addition, one of ob-
jectives in the Statement is to have more intangible assets separately
recognized than are currently recognized in practice. That is, the
Statement requires that all reliably measurable identifiable intangible
assets would be recorded separately from goodwill in the financial
statement at fair value.

The objective of this study is to analyze the accouting effects of
eliminating the pooling—of-interest method and the accouting problems
associated with wide—spread recognitions of intangible assets, as re-

quired by the Statement in using purchase accounting.
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(1) FASB, Exposure Draft, Business Combinations and Intangible Assets, Dcem-
ber, 1999.

(2) APB, Opinion No.16, Business Combinations, AICPA, 1970.

(3) APB, Opinion No.17, Intangible Assets, AICPA, 1970.

(4) G4+ 1 Position Paper, Recomendations for Aéhieving Convergence on the
Methods of Accounting for Business Combinations, 1998.

(5) FASB, Invitation to Comment, Methods of Accouting for Combinations:
Recomendations of the G4+1 for Achieving Convergence, December, 1998.

(6) Beresford, D.R., G4+1, The CPA Journal, March 2000, p.19.FASB, Invita-

tion to Comment, op. cit., para.192.
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(3) FASB, Exposure Draft, op. cit., paras.10, 93.
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2000, pp.19-20.

(5) FASB, op. cit.,, para.2.

(6) Ibid., para.l3.

(7) Ibid., para.18.

(8) Ibid., para.l9.

(9) Ibid., para.2l. _
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(1) FASB, Exposure Draft, op. cit., paras.2l, 189,190. FASB Concepts Statement
No.6, Elements of Financial Statements, para.25. FASB Concepts Statement No.
5, Recognition and Measurement in Financial Statements of Business Enterprises,
para.63.

(2) FASB, op. cit., paras.35, 68. Schleier, G., and P.Curth, op. cit, p.67.
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(4) FASB, op. cit., para.69.
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(8) Ibid., para.46. Schleier, G., and P.Curth, o0p. cit., p.69. Munter, P., 0p. cit., p.
80. Holzmann, O.]., M&A Accouting: FASB Calls for Ban on Pooling, The
Journal of Corporate Accounting & Finance, January/February 2000, p.47.

(9) FASB, SFAS No.121, op. cit., para.5.

(0 FASB, Exposure Draft, op. cit., para.47.
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1994 1156 219 19% 154 F v 53F  34%
1995 1381 327 24% 210 77 36%
1996 1434 338 24% 328 95 29%
1997 1572 396 25% 472 238 51%
1998 1715 498 29% 803 485 60%

=t 7258 1778 24 1,967F)L  948F)L  48%

(HFF : Christian, C., and W. Hillison, Pooling; Should We Care if the FASB Kills it?,
The Journal of Corporate Accounting & Finance, March/April 2000, p.54.)
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2% BEEOH LR (SHE)

1996 1995 1994 1993 1992 1991 1990
BEEFICBVTEHR SN OhA 421 402 395 385 383 381 379

ETHE, HEETRIAE 70 72 62 69 62 59 62
PN, N — R4, ek 67 57 52 51 50 48 46
GAUYR, TFTVFRARZ, Ai=yy7 23 24 19 19 17 17 16
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