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Summary

In Japan, many entities face a huge amount of remediation obligation or impairment of site. However,
most entities are not generally identified these risks in their financial reports though they had known the
environmental-related exposure arising from past activities, because there are no accounting standards
dealing with such issues. Consequently, users of financial reports have some difficulty in Judging to
what degree entities are responding to Remediation obligation. This paper discusses specific accounting
issues including the recognition and measurement of environmental remediation liabilities and the
impairment losses from the entity's contaminated site, within the existing financial accounting
framework. | identified that the application of the existing accounting rules is insufficient to account for
such environmental issues. New accounting standards are needed for environmental-related liabilities
and impairment losses.
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{FT) International Accounting Standard No.37, “Provisions, Contingent Liabilities and Contingent Assets,” Appendix A.
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