
CHINESE ACCOUNTING SYSTEM

Chinese accounting standards are the accounting rules used in mainland China. As of February , the Chinese
accounting standard systems is composed of.

The production or service output method may also be used where the straight line method is not appropriate.
Premium on capital represents the excess amount contributed by investors over the amount of the registered
capital. The completion of annual statutory audits and settlement of all relevant tax liabilities are prerequisites
for FIEs to distribute and repatriate their profits or dividends back to their home country. The cost of fixed
assets contributed by the investors represents the amount stated in contracts, agreements, the enterprise's
application document for incorporation or the statement of examination and receipt of fixed assets contributed
including transportation, loading and unloading expenses, insurance and taxes payable borne by the enterprise.
Chapter VII Intangible and Other Assets Article 36 Intangible assets of enterprises with foreign investment
include patents, proprietary technology, patents and trademarks, land occupancy rights and other intangible
assets, and shall be accounted for separately and separately disclosed in the balance sheet. Net foreign
exchange losses incurred during the set-up period shall be amortized based on the provisions set out in Article
39 of the System and the unamortized value shall be separately disclosed under other assets in the balance
sheet. Income earned and expenses incurred during the period shall be accounted for as income and expenses
of the period, regardless of whether the amount has been received or paid during the period. Apart from
paying employees with company stock, the CAS does not address certain types of employee benefits that are
offered by multinationals. Article 41 Long term liabilities of enterprises with foreign investment include long
term borrowings, redeemable bonds and amounts payable under finance leases, and shall be accounted for
separately and separately disclosed in the balance sheet. Staff and workers' bonus and welfare fund and other
funds, which are liabilities in nature, shall be accounted for as current liabilities. Where debentures are
acquired at a premium or discount, the difference between the cost and the face value of the debentures shall
be amortized by installments using the straight line method or effective interest rate method over the period to
maturity of the debentures in order to adjust the interest income and the book value of the long term
investments. Compliance The accountant is responsible for China compliance procedure and tax filing. The
company can value these assets either using the historical cost principle, or by applying a revaluation of assets.
Article 58 Adjustments which are identified as being necessary after the accounts of the current year have
been finalized shall be made in the relevant accounts of the ensuing year and shall be properly disclosed in the
financial statements. However, since the U. In the case of long term contracts, operating income may be
recognized according to the stage of completion or work completed. Where in a Chinese foreign co-operative
joint venture products are distributed among the investors, operating income shall be recognized when
products are distributed to the investors. All those tasks require personnel to pay attention to business details
and ensure transaction records are always accurate. Article 34 Where there is spoilage or damage to the
construction in progress, net losses resulting shall generally be accounted for as part of the cost of construction
in progress after deduction of the residual value and compensation from person s causing such losses or from
insurance companies. Assets under finance leases shall be accounted for separately until ownership is
transferred. For enterprises engaged in the hire purchase business, operating income may be recognized
according to the payment dates specified in the hire purchase contracts. Foreign exchange quotas purchased
shall be accounted for at cost. Framework for Chinese Accounting Standards According to the Company Law
and other relevant regulations, it is compulsory for all types of foreign-invested enterprises FIEs in China to
comply with annual statutory auditing and other compliance processes. Gains on inventory shall generally be
used to offset relevant expenses. This reporting currency shall not be changed at will once it is adopted.
Failure to do so may result in extra expenses, penalties or even the revoking of business licences. General and
administrative expenses include expenses incurred in the management of the enterprise. Article 38 Other
assets of enterprises with foreign investment include pre-operation expenses, exchange losses during the
set-up period, deferred investment losses and other deferred expenses to be amortized by installments, and
shall be accounted for separately and separately disclosed in the balance sheet. Retained for setting off
operating losses in future years; 3. If accounting only learns of the request later on, this may significantly
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delay the process. Therefore, unlike Western accounting standards, they were less a tool of profit and loss, but
an inventory of assets available to a company. Where the liquidation process extends over more than one
accounting year, a balance sheet and a profit and loss statement shall be prepared and submitted at the end of
each accounting year, and a profit and loss statement for the period from the commencement to the completion
of the liquidation process, and an asset distribution statement shall be prepared and submitted on completion
of the liquidation. As the CAS becomes increasingly similar to international standards, foreign investors must
adapt to the changing environment. Dividend and interest income received or receivable from long term
investments; profit or loss on liquidation or assignment of long term investments and, in the case of enterprises
which equity account for long term investments, the changes in book value of long term investments arising
from any changes in the interest in the invested enterprise shall be treated as investment gains or losses and
accounted for as non-operating income or expenses.


