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Accounting for the Impairment of Fixed Assets and Historical Cost Basis Accounting

Keisuke SHimizu

ABSTRACT

In this paper, I examin the logical relationship between accounting for the impairment of
fixed assets and historical cost basis accounting. In my opinion, there are two theories
underlying historical cost basis accounting. One is the residual usefullness theory. The
other is the invested fund theory. Accounting for the impairment of fixed assets differs
depending on the theory underlying historical cost basis accounting. Accounting standards
for impairment of fixed assets depends on residual usefullness theory. I think, however, that
residual usefullness theory is not appropriate as a theory underlying historical cost basis
accounting.

Kreyworps : impairment of fixed assets, residual usefullness, invested fund, historical cost basis

accounting.
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