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A Study of Accounting Treatments on Train Cars of Railway Companies

OTSUKA Ryoji

[abstract]

To railway companies, methods of acquiring train cars are two: ordering making new train cars to train car
makers and acquiring second-hand train cars from other railway companies. Since Japan Railway (JR) companies
and major private railway (MPR) companies have sufficient money, these companies can purchase new-making
train cars. Then when these companies retire old train cars, make a choice between scrapping these cars and
transferring these cars to other railway companies. But since small and mid-sized railway companies have no
sufficient money, these companies are interested in second-hand train cars of JR companies and MPR companies.
Legal useful life of electric train cars is 13 years. But normal usable life of electric train cars is between 30 years
and 40 years. This paper discusses accounting treatments of acquiring and depreciating new-making and second-
hand electric train cars and impairment treatments of retired electric train cars in 20 years from completion of these
cars. By doing impairment treatments, then Return on Investment (ROI) improves and overstatements of assets
depresses ROI.

[key words]
electric train car, depreciation, impairment
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