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The Measurement Theory of Lease Transactions
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[Abstract]

The purpose of this article is to examine “Lease Accounting Standards of Japan”, to
define the questions, to provide the theory of recognizing and measuring lease transactions on
the basis of Asset-liability approach and the principle of fair value in the framework of the
unified theory of accounting, and to propose the accounting methods which are coherent on
the theory. The accounting methods of lease transactions which are prescribed by JASB,
FASB, and IASB respectively are similar and are classified into finance leases by the criteria
of noncancellability and full-payout, furthermore concretely by the transfer of ownership,
bargain purchase option, present value, and economic useful life of the leased property on the
basis of risk-award approach. The finance leases should be treated as ordinary purchase and
sale transactions. Lease transactions other than finance lease transactions are defined as
operating leases and should be treated as lease transaction. This article proposes the methods

of capitalizing all the non-cancellable leases on the financial components approach under the
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principle of economic substance over legal form, and to recognize the leased properties as
lease assets and liabilities at the time of its delivery.

Keyword : lease transactions, lease accounting standards, lease assets, lease liabilities, financial

components approach, substance over form.
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