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The Valuation on Assets in Business and the Impairment

Masaya Okawa and Hideki Katsuda

We examined the validation of the fixed assets value by the real optional method. As a result to
make the model to evaluate the flexibility to suspend the operation of the properties temporarily
without any cost when the future cash flow of them will become worse and to do a case study using
this model, we got the result not to need to recognize the impairment losses as for the asset value
calculated with a real optional model in stead of DCF (Discounted Cash Flow) method in the
recognition of the impairment loss when the operation of the applicable property had flexibility. These
results may influence on the recognition of the impairment loss based on the DCF method which went
through the estimation of the medium term cash flow, hereby may suggest the reconsideration of

recognition method of impairment loss.

Keywords: Valuation on Assets in Business, Impairment Loss, Real Option, Discounted Cash Flow
Method
JEL Classification: G34, M49
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