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VALUATION s BEST PRACTICES FOR STEP 0 GOODWILL IMPAIRMENT TESTING 

in the relevance of the subject intangible asset to the overall 
business. For example, a new product introduction or shift in 
market share could negatively impact the market royalty rate 
applicable to an indefinite-lived intangible asset, such as a 
trade name. Other common indefinite-lived intangible assets 
include franchises, Federal Communications Commission 
licenses, and customer-related assets. These assets have 
unique value drivers and will need to be reviewed individually 
to determine the likelihood of impairment. 

Consider Supplemental 
Quantitative Analyses  
The Step 0 Test certainly provides increased flexibility to 
simplify the annual impairment testing process. However, 
given the aforementioned FASB factors to consider when 
applying the Step 0 Test, it does not imply that no analysis 
needs to be performed. The case study cited a number of 
market-based metrics that may be considered within the 
constructs of performing a Step 0 Test, many of which could 
require supplemental quantitative analyses. Further, these 
supplemental analyses will likely be of greater importance 
to the extent the “gap” between fair value and carrying value 
in prior impairment tests is small, yielding a greater level of 
scrutiny during the review process. 

This is an updated version of an article published in the Spring 
2012 issue of the Stout Journal.
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