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The definition of goodwill based on the accounting standards codification (ASC) is regarded as an asset that presents economic benefits in the future that arise from acquiring the assets of another business. The assets may not be recognized individually or identified separately during the acquisition process of the business. It involves the amount above the fair price of the unit acquired from the market perspective. This means the value the acquirer would be willing to pay for the reporting unit is involved in a market transaction. Goodwill testing and recording in entities are conducted annually with any impairment having a defined level of the reporting unit. The Accounting Standards Unit (ASU) 2017-04 provides a guideline for companies to test for goodwill. The new update eliminated calculating the fair value of the goodwill but rather calculating the amount of goodwill above the entity’s reporting unit based on its fair value. 
There are various steps companies are required to follow when testing goodwill for impairment according to the standards of the ASC. The current guidance allows the companies to select an option of assessing the impairment based on qualitative factors. The step allows companies to determine whether the fair value of the reporting unit in the transaction is more likely. Companies that decide to eliminate this procedure from their assessments are provided with other alternative steps for assessing goodwill impairment (ASC 350-20-35-3A). The first step is the comparison of the reporting unit’s fair value to the carrying amount. When the fair value is lower than the carrying amount, the goodwill impairment is calculated by a comparison between the fair value and the carrying amount of the entity. This means that the goodwill impairment only results when the fair value of the reporting unit is lower compared to the carrying amount. In calculating the goodwill impairment, companies are required to calculate the fair value of the assets acquired including any intangible assets which may be unrecognized as well as liabilities, and then its subtracted from the reporting unit’s fair value. Private entities that would like to bypass this costly and complex process are allowed to select an option of amortizing the goodwill realized after combining the businesses or even select to use one only one step of testing the goodwill impairment(ASC 350-20-35-63). In impairment assessment, the guidelines under the ASU 2017-04 require companies to only record impairment charges when the carrying value of the reporting unit is above its fair value. The impairment charge, in this case, is calculated based on the resulting difference and should always be limited to the unit’s goodwill amount. 
ZD Corporation’s goodwill valuation 
ZD Corporation’s goodwill charge can be calculated by following the steps provided by the ASC. The first step is comparing the fair value of the reporting unit to its carrying value. From the information, the fair value can be calculated from the net of the assets and liabilities of the acquired unit. In this case, it will be equal to the sum of all assets including the current assets and equipment less the total liabilities. 
In this case, Total assets= (24.8m+2m+14.75m) =$41,550,000
The total liabilities of the unit =$29,000,000
Calculating the difference between the liabilities and the total assets results in the company's carrying value;
= (41550000-29000000) =$12550000
Once the fair value is acquired, it should be compared to the carrying amount to determine whether the goodwill impairment can be calculated. In this case, the fair value ($11, 339000) is lower than the carrying value hence the goodwill impairment can be calculated. 
=carrying value-fair value
=12550, 000-11339000.
= $1,211,000 Goodwill charge 
This means there will be an impairment loss of $1211000 from acquiring the unit. 
HOPE evaluation 
The same steps can also be applicable in determining Hope Industries' goodwill valuation. The sum of all assets of the acquired unit less than the total liabilities helps in determining the carrying value of the business.  In this case, Hope Industries carrying value can be determined by the sum of all current assets, goodwill as well as property and equipment.
=16.6m + 1.3m + 11.2 M = $28900000.
Subtracting the total liabilities from the total assets gives the carrying value which in this case;
=28900000-20000000=$8900000
The fair value for Hope industries is higher than the resulting carrying value. This means there will be an impairment gain once the goodwill charge is calculated.
= $8900000 - $14,070,000
=$5,170,000 Goodwill Charge
Effect on household goods segment and financial statements
The above figures have various likely effects on household goods as well as the income statement. When there is a case of an impairment loss such as in ZD Corporation’s goodwill, the impairment has to be recognized as a loss in the income statement. The goodwill loss adds to the liabilities of the company and can always be recorded as an expense in the income statement until the removes it from the balance sheet. The goodwill impairment for ZD Corporation adds as a part of the total liabilities in the company. In the balance sheet, the impairment gain for companies such as the Hope industries can be considered as a part of the assets and household inventory and considering it as revenue gain in the income statement. This is because the fair value was higher hence there is a positive result on the reporting unit’s impairment charge. When recorded as an expense, the net income from the household goods is likely to reduce while an impairment gain increases the net revenue (ASC 850-740-25). 
Disclosures in financial reports 
The ASC standards require companies to analyze the value of their new acquisitions each year. There are various considerations that the companies should include when testing for goodwill impairment. One of the major disclosures required includes the policies of accounting involved in the process of testing for impairment including the time of the previous impairment test as well as the procedure of assigning goodwill to the different reporting units. Another disclosure includes how the fair value associated with each of the reporting units was arrived at including the various assumptions and estimations used while testing for impairment (ASC 350-20-35-31). The material amounts of the reporting units should also be evaluated to determine any possible risks. According to ASC 350, there should include a percentage of the fair amount which is above the carrying price based on the previous tests. 
Conclusion 
The ASC standards guide the assessment of goodwill impairment in companies and large entities when acquiring a new business. Then there are various steps that companies like ZD Corporation and Hope industries need to follow when performing impairment testing based on the principles of ASC (ASC 350-20-35-31). Various factors are put into consideration in determining the goodwill impairment testing. One includes the fair value which is the difference between the total assets and the total liabilities. The fair value includes the value of the acquisition of the reporting unit. When the carrying value is higher than the fair value, the company realizes an impairment gain. A goodwill impairment loss is when the fair value is higher than the carrying value. This can have effects on the company's stock and overall financial statements.  When the impairment value is calculated as an expense, it can be a loss to the total revenue recorded in the income statement.

