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A Study on Accounting for Assets Retirement
Obligations
—From the Perspective of Liability On-Balanced—

Hitoshi Katsumata

Abstract

Historically, many entities have accounted for retirement obligation costs as a part of
depreciation. However, after the accounting for the Assets retirement obligations(ARO) is published,
entities must recognize ARO liability in the period in which it was incurred. And an asset equal to the
initial liability is added to the balance sheet, and depreciated over the life of the asset. The result is an
increase in both assets and liabilities. We studied the difference between these accounting methods.
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