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Goodwill impairment report 2 
Goodwill impairment is considered as the fair value or the market value of acquiring the new entity is higher than the fair value.  The fair value is considered as the market value of the newly acquired business while the carrying value is defined as the net value of the assets and liabilities from the company’s balance sheet. The good impairment represents some intangible aspects of the acquisition such as a company’s reputation or the customer base of the previous company. The Accounting Standards Unit (ASU) provides various guidelines and procedures which companies need to follow when testing when performing the impairment assessment. The guidelines require organizations to calculate the amount exceeding the fair value when acquiring the new business. 
The procedure for performing impairment assessments is well defined following the ASC standards. There are some optional steps companies can undertake while others are optional. The companies can decide to use the qualitative factors in assessing the amount the acquirer would be willing to pay above the net equity when involved in a marketplace transaction. This step is usually used in assessing the presence of an impairment value in the acquisition. Companies that require more accuracy in the impairment testing usually use the quantitative methods in performing the test. The first step includes comparing the fair value which is the market value of the business to the carrying value which includes the shareholder’s equity from the balance sheet. The market value is required to be lower than the shareholder's equity for a goodwill impairment to be realized. If the market value of the business is lower than the shareholder’s equity calculated from the balance sheet, the goodwill impairment can be established. First, business equity is established by subtracting all the liabilities from the total assets to establish the company's carrying value. The value of all assets is determined based on the market value of each unit. The value established from the total of assets and liabilities is then compared to the market value and the difference is identified as the goodwill impairment. Companies such as private organization which are not willing to undergo the complex process are provided with alternative procedures according to the ASC standards. The companies can decide to use an option of amortization of the goodwill based on the value established once the two businesses are merged. This is only possible, however, when the market value of the acquisition has been established to be lower than the total equity obtained from the company’s financial statements during acquisition.
ZD Corporation’s Goodwill Impairment 
Following the standards established by the ASC, ZD Corporation's goodwill impairment can be calculated. The first step includes identifying the total value of the company's assets from the balance sheet as well as the liabilities. The difference between the two values results in shareholder's equity which is a part of the carrying value.
In this case, Total assets= (24.8m+2m+14.75m)=$41,550,000
The total liabilities of the unit =$29,000,000
Shareholder’s equity =  (41550000-29000000) = $12550000
After identifying the value of equity in the acquired business, it is then compared to the market value to establish whether there is goodwill impairment.  In the case of ZD Corporation, the market value or price of the business is $ 11339000 which is lower than the carrying price of $12, 5550000. This way, the impairment charge can be calculated by determining the difference between the two. 
=shareholder’s equity - market value	
=12550, 000-11339000.
= $1,211,000 Goodwill charge 
The difference shows that the buyer would be willing to pay $1,211,000 above the total equity of the business when involved in a marketplace transaction for the intangible aspects of the business. 
Hope Industries valuation 
Hope Industries can also be evaluated following the same procedures provided by the ASC standards. The total assets of the business are determined by adding the value of all the assets based on their market value. The value of all liabilities or the company's debts is also established from the company’s balance sheet. Once the values are established, the difference is obtained to arrive at the shareholder’s equity. 
Total assets = 16.6m + 1.3m + 11.2 M = $28900000.
Total liabilities = $20000000 
Equity = 28900000-20000000
	=$ 8900000
Since the market value in this acquisition is higher than the shareholder’s equity, there is likely to be a positive gain instead of goodwill impairment.
= $8900000 - $14,070,000
=$5,170,000 Goodwill Charge
Effect on household goods segment and financial statements
Performing the above impairment testing procedures can have various effects on both the household products and the financial statements of the company. ZD Corporation’s goodwill impairment remains lower than the shareholder’s equity. This means the organization can decide to amortize the impairment over time to reduce its effect on the total business debt. When there is an impairment value, it is mostly recorded as an expense in the income statement. This means the impairment value can add as a loss to the total revenue recorded on the income statement. Positive goodwill such as the Hope Industries’ is recorded as a part of the business assets and can also add to the inventory. The value also adds to the net revenue of the business recorded from business transactions and sales. 
Important disclosures in impairment testing 
Various factors also need to be put into considerations by any business when assessing the goodwill impairment in a new acquisition. These disclosures are considered important as they help the business inaccurate estimation of the business. The procedures followed arriving at the previous impairment testing are one of the important disclosures. It includes all steps followed in assigning goodwill to every unit in the acquired entity. The method of assigning a market value to each of the reporting units such as assets and equipment is also required including the various assumptions and estimations that the assessment included. The acquired entity should also disclose the amount of the market value which is above the business equity based on the reports of the pass assessment. 
Conclusion 
The standards provided by the Financial Accounting Standards Board (FASB) followed in impairment testing in different companies should always be the same. Companies are required to perform an annual assessment to establish the level of goodwill impairment in each fiscal year. Companies are provided with a standard procedure and conditions which must hold for a successful impairment testing. One of the important steps is comparing the equity of the acquired business to the market value. The ASC standards provide that goodwill impairment can only be realized when the market value is lower than the total equity established from the business’ balance sheet. The results obtained from the assessment can have various effects on the value of the business as well as the organization’s financial statements. The presence of an impairment loss can result in more expenses in the income statement as well as adding to the total liabilities of the business. When there is again, however, the company can record the results as a part of the company’s assets and can also add to the net revenue of the business (Finley, & Finley, 2017). 
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