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The upward adjustment and management’s motivations:
Why do some firms advocate whereas others oppose
the subsequent recognition of increases in value?

gcd2105@srv.cc.hit-u.ac.jp

FASB

@

(b)
(©)
(d)

Summary

| investigate why managers of some firms advocate restorations of impairment losses
in their financial statements while others oppose the subsequent recognition of
increases in value. | validate it via comment letters that were subscribed in a process of
accounting standards setting in the U.S. and financial data relative to the respondent
firms. Comment letters are useful and rich sources for explaining management’s
motivations and I'm not aware of previous studies that explicitly used those sources.

I document that firms advocating the subsequent recognition (a) tend to recognize a
change of economic circumstances but not prefer the current-value accounting, (b)
intend to properly state current and future operations, in particular the electric utility
industry because of regulatory utility rates, (c) are more likely to have opportunities of
squeezing earnings, (d) might carry out restorations without high cost. This study will

provide implications in terms of the upward revaluation for long-lived assets.
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