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Abstract

The objective of this study is to compare and contrast impairment of assets principles in
three different accounting standards, TAS, IAS and SFAS. Literatures on these standards were
reviewed and consolidated financial statements of listed companies that were prepared in
conformity with these different accounting standards were analyzed. TheThai Accounting
Standard used in this study was TAS No. 36 “Impairment of Assets” which is based on
International Accounting Standard.

From this study, it was found that all three accounting standards require a review for
assets impairment whenever indication exists but TAS and JAS give more guidance than SFAS.
The differences among theses standards is that TAS and 1AS required an asscssment of asset
impairment when the carmrying amount of assets is over the recoverable amount, while SFAS says
impairment of assets néeded consideration when the carrying amount is over the estimated
undiscounted future cash flows.

In addition, TAS and IAS recognize impairment loss when the carrying amount of assets
is over the recoverable amount. However, SFAS recognizes the loss when the carrying amount is
over a fair value of the asset.

As for cash flow estimation, in all three standards, the use of discount rate and the
grouping of cash generating units are more or less up to each enterprise’s judgment but, TAS and

IAS give more guidance than SFAS.



t

The difference related to goodwill allocation among the standards is that TAS and IAS
require goodwill to be allocated first to the lowest cash-generating unit. However, if this can not
be done reasonably and consistently, goodwill would be allocated to a larger cash-generating unit.
Under SFAS, on the other hand, good will is required to be allocated only to assets that are held
and used on a pro' rata basis on the acquisition date.

In determining corporate assets, like goodwill, under both TAS and IAS, the assets are
allocated to the lowest cash-generating unit. In contrast SFAS does not differentiate between
corporate assets and other assets,

In impajnnent loss recognition, these three accounting standards have similar method in
recognizing impairment loss on the income statement. Goodwill is eliminated before making any
reduction on other carrying amounts but TAS and IAS give guidance for the allocation method
while SFAS does not give any guidance. TAS and IAS require a reversal of impairment loss when
there is any indication that the loss recognition may no longer exist or may have decreased. In
contrast, SFAS prohibited the reversal of impairment loss.

TAS and IAS require disclosure for each class of assets, the impairment loss or the
reversal thereof that materializes to financial statements, as well as the cash-generating unit.
Similarly SFAS also require a disclosure but revaluation of assets in each class can be excluded.
On the other hand SFAS does require disclosure of how a fair value of an asset is determined as
well as statements of assets that are to be disposed of.

This comparative study of accounting principles about impairment of assets among the
three accounting standards is particularly useful for investors and analysts who need to compare

financial statements that were prepared in conformity with different accounting standards,



