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Ministry of Communications,
Peking.

Felruary 25, 1915.

To tae Direcrors oF THE CHINESE C OVERNMENT RATLWAYS:

The subject of Uniform Accounts for Railways biing
under consideration the following order addressed to the
Directors of the Chinese Goverament Railways and uther
officials concerned is Issued:

IT IS ORDERED, Tlat the rules for the classifieation of
the Income Aceiunt, the Profit and Loss Account and
Surplus Appropriution Aeeount, prepared by the Commissjon
on the Unifieation of Railway Accounts and Statistics, and
recommended by thal Commission for promnlgation, are liere-
by approved; and a copy of the said Rnles be sent to the
Director of cach Railway, and that a second copy be kept on

1
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file in the Department of Railway Accounts and Statisties of
the Ministry of Communications, both of which eopies shall
be deemed an original reeord thereof.

IT IS FURTHER ORDERED, Thattheabivenamed rules
be promulgated in Chinese, English and French, but pending
the standardization of technieal terms in Chincse, the English
version shall, until etherwise ordered, be accepted as the
gtandard, while the other versions are to be interpretations.

IT IS FURTHER ORDERED, That beginning with Jan-
vary 1+t 1915, the Income Account, Profit and Loss Account
and Surplus Appropriation Account of the different Railways
shall be kept aceording to the said Rules. '

IT IS FUBTHER ORDERED, That the Director of each
Railway shall be responsible for the execution of this order.

(Signed) LIANG
YIH
MAIX

Seal: Ministers of Communieations.
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COMM!SSION ON THE UNIFICATION OF RAIL\VAS_{

ACCOUNTS AND STATISTICS.
Peking.

At a regular meeting of the Commission on the Unifica~
tion of Rdll\\ ay Auumnta and Statisties, held at its Office in
Peking, on the 22nd day of October 1914, it was

RESOLVED that, aceording to Article 9 of the

Regulations of this Ci)ﬂ‘ﬂﬂl\bl()“ the © Classifications of

the Income, the Profit amd Loss and the Burplus

Appropriation Accounts,” be presented to the Minister

of Communications for promulgation.

CHAIRMAN ADVISORY MEMIBERS MEMDBERS
Hon. Xung-Chao Yih I. Y. Chen K. 3. Tsang
W. Henderson J.T.Z hen

VICE.CHAYRMAN 'F 1\ l(lllLIl(, (‘ l) 3111
Dr. Ching-Chun \Vﬂ.ll" 1. l\[ltl\“ttuu C. 8. Lia

= 1. Drickner Souen-Soucn
ADVISER H. (L Lee 8. F.Yih
Dr. Henry C. Adams T, Chen Y. C. Whang

A. Lonillet
B. Belliun

3






5 85
AR AR i — SR R R RS UGE B BT
BEBERMZCUIR G IR R BA A5
SRR Py T AR E R TR F e ]
SRERIAmA  LERICEEEA R A ZE
SO IR SEER AR WG IS AR A BANRAE
SRR LN LT B B RET
RSEELZ AL S5  MA RN LI B SRR
B2 B IR, 2 AL G S Bk T
TR AR UK R BUR R &R R R

INTRODUCTORY LETTER.

Department of Railway Accounts aud Statisties,

Ministry of Communieations.
Peking, March 1, 1915.
To the Directors and Gfficers in charge of
Railway Accounts and Statisties:

These Classificativus are based upun the recommendations
of the Commission on the Unification of Ruilway Accounts
and Statistics, the members of which included the Acecounting
Officers of the Ministry of Communications and the Chief
Accountan’s of the Government Railways.

The important points of these classifications are set forth
in the Report of that Commission {rom which the fellowing
Ppassages are extracted :—
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“The Classifications of Operating R venues and Operat-
ing Expenses, which have already been piomulgated, cover
the revenues and expenses pertaining to operation. Other
receipts and payments like those resuliing from finanecial
transactions or from the use of property for other purposes than
operation, are liable 1o increase or decrease independently.
Such inerease or decrease of receipts and payments has an
immediate effect upon the financ:s of the railway as a whole;
but the railway opevators have no eontrel over it.  Therefore
such inerease or deercase of revenues should not be mixed up
with operating revenucs ard expenscs; otherwise the revenue
account would be so distorted as to lose its true meaning.
Thus for the puipese of personalizing the year and separating
operating revenues and expenses from other items the Clas-
sitication of the Income Aeesunt is prepared. This Account
inecludes all such items as ivcome from securities, interest on
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debt, profits and losses on industrial investments, rents
receivable or pavable iaxcs losses and gains on exchange,
discount on dspreciated enrreney, and finally the net revenne
or net loss of the year.

The balance of the Tnecome Account is then transferred to
the Profit and Loss Account, the abjiet of which latter is to
cover debit and credit enirvies avising vut of the transactions
of the previous years, or transactions covering a number of
vears. It inecludes sueh items as delayed income debits and
eredity, loss on property retir.d, profit on sale of assets, and
the balances of the Iticome Acecunt.

For'the purpose of dealing with the surplus and deficits
shown in the Profit arld Loss Account, the Surplus Appropria-
tion Account is preparcd. The debit side of this account
includes the defieit of the yar and that of previous years,
proprietors’ profits, appropriations for additions and better-
ments, appropriations for the repayment of funded debt,

7



BRI ARG iU B SR AP A R
Z BRI A R T R B o £ P B P Al
Mi— 2R RGHERRMmE R Ik
TR REER O BB S BB E R R B
SRARTHBAT I S R N JE D RN A R R DL
ER—BOLABEEeRIRB IUEARTBA
BB 2 VT RSy
et

discount extinguished thirough surplus, special appropriations
to funds, miscellaneous appropriations, and remittances to the
Government. The credit side of this account includes the
surplus for the year and that from previous years as well as
Government advances to cover losses. In other words, this
account records the disposal of the results up to the end of
the fiscal year under consideration and it is through this
aceount that the policy of each line is seen.

By the order of the Minister, which appears above, these
Classifications shall be followed by both the Government
and private railways. In case there should arise any doubt
as to the iuterpretation of any Heads or items, inquiry shounld
be addressed to this Department so that all questions may
be answered in a uniform maunmner. .

The attoution of accounting officers i3 called to the
importance of requiring all employees‘who are assigned to
accounting work to familiar themselves thoroughly with these

(Classifications.
(Signed) CHING-CHUN WANG,_
Director.
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Classification of the Income Account

mﬁ

GENERAL XOTE

The balance of the debit and eredit entries to this Account
measures the loss or gain resulting from the operating and
financial transactions of the fiscal period covered by an
Income Account Statement, a statemsnt which undertakes to
personnlize this period. No entries wiheh pertain to the
transactions of previous periods should be included in this

account.
. CREDITS.

I-1. Balance, Net Revcnue—This head should show the
credit balance of the Revenue Account for the fiscal
_period concerned.

I-2. Income from Securitics—Under this head should be
credited (distributed as provided below) amounts received
from investing the proceeds of the railway in seccurities
created by other railways or by non-railway undertakings.
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I1-2-1.  Income from Shares—Under this head should
be ecredited amounts received as dividends on
shares owned.

1-2-2  Ineome jfroaw Funded Steurilies—Under this
head should be credited thé interest on bonds
debenture stocks or other forms of funded
securities, whether created by a railway or by
some other business undertaking; also returns
which acerue on agreements in case of time loans
or advances made by one line to another. Iuterest,
acerued should not be credited unless there is
reasonable assurance that such interest will be paid.
NOTE—Funded securities cover evidence of

indebtedness payable at a date not less than
a year from the date of issue.
1-8. Interest—Under this head should be credited all sums

14
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received for interest whether on current bank balanees,
fixed deposits, fixed deposits made from Railway funds
for certain specific services, short term loans, reseive
and sinking fusds or any similar sourcss; also interest
recovered from debtors en outstanding aceounts

I-4. Profit on Industrial Investments—Under thislead should
be credited the net profit whieh acerues from the operation
of property carried as a capilal asset but not used for trans-
portation purposes, also the profit which acerues from
the operation of any property that for any reason is given
an independent legal or accounting existence. Profits
arizing from pruperty operated as an Auxiliary Operation
should not be eredited under this head.

I-5. Renfs Reccivallc—Under this head should be eredited
15
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(distributed as provided below) all income aceruing as
rents reeeivable from the rental of any portion of the
property of a railway, except so fur as such rental receipts
are adjusted through the Revenue Account.

I.5-1 Leuse of Road—Under this head shoull be
credited the income that acerues from the grant to
a foreign railway of the exclusive use of a portion
of the track of a home railway included in its
capital assets. Amounls received for Ruanning
Powers should not be credited under this head,
but under “R-8. Rents”.

I1-5-2. Miscellaneous Rents—Under this head should
be eredited the income that acerues from the rental
(fnterest and profit) of property owned but not
used for operating purposes, such as agrienltural

16
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lands or buildings; ineome arising from the loan of
equipment, locomotives, cars, boats, or other like
property provided the Ioan is for the exclusive use
of the borrower and provided further that the
amonnt of rent receivable excecds $1,000, and
any other vental income whieh, on the part of
the debtor railway, is in lieu of an interest charge.

I-6. Erchange—Under this head shoull be eredited the net
difference when it is a gain, arising f{rom transactious
involving the conversion of money from one currency to
another.

I-7.  Miscellaneons—Under this head shonld be eredited all
items of income properly creditable to the Income
Acecount for which no sp:eifie provision is made, if such
frems pertain to the fiseal vear coversd by the Income
Account. Uneclaimead wages ontstanding for six months
Qhould be eredited under this head.

DEBITS.
I-8. ])’almme, Net Lose— This head shounld show the debit

17
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balance of the Revenue Aceount for the fiscal period
concerned.

1-9. Interest on funded Debi—To this head should be echarged
the inferest on bonds and debentures, or other forms of
obligations, issued or assumed by the debtor line, includ-
ing commissions paid on the annual loan service. The
amount charged should be the amoant of one year’s
interest.

1-10. Inferest on Current Debt—To this head should be
charged Interest on unfunded or ecurrent debt, such as
short time notes (not exceeding a yesar), bank overdrafts,
matured funded securities and open accounts. Discount
on short time notes should be charged as interest to this
account. The amount charged should be the amount
accrued during the current fiseal year and not the
amount paid.

18
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I-11. Contractual dividends—Under this head should be
charged the interest accrued during the year on shares
which have been issued with a cumulative preference

interest right.

I-12.  Interest on Government Investmenis—Under this head
should be charged the interest acerued during the year at

the rate agreed :—

(1) Onthe original amount of the eapital invested
in the line by the Government together with any
subsequent advances from Government funds the
total of which is shown in the General Balance
Sheet under “Permanent (Government Investments
B-1-3,” and

19
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(2% On the sccumulated investments in the line in
the form of ¢ Additions to property throngh
sarpius B-4-1"" and in *“ Fonded Debt retired
through surpius B-4-2."

I-18.  Loss on Industrial Invesiwents—To this head should be
charged losses arising from the operation of property
carried as a eapital asset, but not used for transportation
puarposes; also losses on the operation of any property that
for any reason is given an independent legal or accounting
existence. Lwsses on property operated as an Auxiliary
Operation should not be charged to this head.

I-14.  Amortization of Disconnts—To this head should be
charged sueh portion of the discount on funded obli-
gations, as pertain to the fiscal yeur covered by the Income

20
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Account. The amount so charged should be a sum

which, if continued during the life of the bond, will have
extinguished the discount at maturity. In the case of
option bonds, the annual charge should be computed ou
the longest period for which the bond can run.

I-15. Tuwres—To this head should be charged all taxes
payable to the localities through which the line runs, to
the Provinces or to the Central Government. Special or
current remittances to the Central Government are not to
be construed as taxes. Taxes on Pproperty not used for
transportation purposes should be treated as an expense
attaching to such property.

NOTE 1.—Taxes, Customs duties, or any such pay-
21
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ment shoold not be charged fo this acecount but
added to the price of the Stores.

NOTE 2.—Likin taxes paid by 2 railway in lieu of
such taxes imposed on the shippers should also
be charged to this account.

I-16. Renis Payable—To this head should be charged
(distributed as provided below] all renis which acerue as
renis payable because of the use of properly not owned,
except so far as rental payments are adjusted through
the Revenue Account.

I-16-1. Lease of BEoad—To this head should be
charged amounts which acerue as rents payable
for the exclusive use of a line, or portion of a
line, which belongs to another railway.
Amounts paid for Running Powers should not
be charged to this head but to “ E-1-18 Rents”.

I-16-2. JMiscellancous Renis—To this head should be
22
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charged the amounts due as rental (interest and
profit) which acerue on property not used for
operating purposes; on equipment, locomotives,
cars, boats and other like property if borrowed
for the exclusive use of the lessee, provided the
amount of rent payable exceeds $1,000, and any
other payments made in lieu of interest charges.

1-17. Diseounton Depreciated Currency—To this head should
be charged the gross loss ineurrved in disposing of de-
preeciated bank notes, dollar, small silver, copper and other
colns received. It will be credited with the gross sums
reeovered from the public on aceount of premiums on small
money &e. and the net loss ouly will then be extended.

1-18. Frchange—To this head should be charged the net
23
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difference, when it is a loss, arising from transactions
involving the eonversion of money from one eurrency to

another. Brokerage on exchange transactions must also
be charged to this head. Depreciation on currency such
as on notes or subsidiary coins must not be charged to this
head but to “I-17".

1-19. Jiscellancons—To this head should be charged all debit
items proparly included in an Income Acevunt, fur whicl:
no specifie provision is made, if such items pertain to the
fiscal year covered by the Income Account, such as losses
of cash by theft, losses on stores of materialsin transit by
rail or sea prior to their arrival on the home line, &e,’
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Classification of the Profit and Loss Account.

———a————
GENERAL NOTE

The Profit and Loss Account serves lewo purposes :—

(a) It covers debit and credit entries arising out of
transactions of previous fiseal years, but which do not pertain
to the operations of the current fiscal year; and

{(b) It carries miscellaneous losses or gains whieh, if
combined with the regular operating or income accounts would
distort the meaning of the balances 'resulting from those

aecounts.
CREDITS

PL-1. Balance of the year—This head will show the net
profit resulting from the operating and contractual
transactions of the current year. The figure here inserted
should be the Balance of the Income Account.
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PL-2. Profi on Sule of Assets—Ununder this head should be
credited the surplus arising from the sale proceeds of
property together with the amount (if any) accumulated
for depreciation on such property, over the amount
originally eharged as Capital Expenditure.

PIL-8. Deluyed Income Credits—Under this head should be
eredited amounts which belong to the transactions of
previous years, provided the amounts are relatively large
and the eredits greatly delayed, such as amounts recovered

on bad debts written-off and exchange gains on delayed
settlements.  Constantly recurring “lap-over” items
gshould mnot be credited to this head, but to the

~ appropriate heads under the Operating Revenue and the
Income Acecounts.
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NOTE.—AIl entries in this account should be made in
such detail as to indicate the operating or income
heads to which they pertain.

Pl-4. Miscellaneous Credits—Under this head should Dbe
credited amounts transferred to Profit and Loss from
other accounts, and amounts which represent inereases
in resources not properly assignable to the Income of
the current year, such as adjusiments of balance sheet
accounts, profits derived from the sale of investment
securities, and contractors’ fines.

DEBITS.

P1-5. Balance of the year—This head will show the net loss
resulting from the operating and contractual transactions
of the current year. The figure inserted should be the
balance of the Income Account.

PI.-6. Loss on property retired—To this head should be charged
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all loss resulting from the sale of property, this loss to be
measured by the difference between the amount originally
charged as Capitel Expenditure for the property and the
amount realized from the sale, together with amount (if
any) accumulated for depreciation on such property.

PL-7. Delayed Income Depits—To this head should bé
charged amounts which perfain to the transactions of
previous years provided such ameunis are relatively
large and the debits greatly delayed, such as bad debts
and ‘exchange losses arising on delayed settlements.
Constantly recurring “lap-over” items, should not be
debited to this head, but to the appropriate heads under
Operating Expenses or Income Accounts,

NOTE.—AIll entries in this account should be made in
28
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such detail as to indicate the expense or income head

to which they pertain.
PL-8. Miscellaneous Debits—To this head should be charged

amounts transferred to Profit and Loss from other accounts
and amounts which represent a decrease in resources not

properly assignable to the transactions of the current year.
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Classification of the Surplus Appropriation Account.

0

GENERAL NOTE

The surplus for the curreni fiseal vear, as shown by the
credit balance of the Profit and Loss Aceount, added to
the free surplus shown on the (General Balance Sheet
for the previous fiscal year, will disclose the amount at
the disposal of the management for appropriations. The
following heads provide a classification of appropriations
which should be observed in the acconuts.

CREDITS.

S-1.  Surplus for the year—This head will show the surplus
resulting irom the transactions recorded in the Revenue
Account, the Income Account, and the Profit and Lioss
Acconnt. The figure inserted will be the Balanee on
the debit side of the Profit and Loss Account.

S-2. Surplus from previous years—This head will show the
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unappropriated portion of the accumulated surplus of
previous years. The figure inserted will be the balance
on the credit side of the (General Balance Sheet for the
previous fiscal year.

8-8. Transfer of Government interest—Under this head
should be credited the interest accrued during the year
at the agreed rate on the Permanent Government
Invesiments and ou the accumulated investments in the
line in the form of “ Additions to property through
surplus B-4-1" and “Funded Debt retired through
surplus B-4-2"  The tutal of the intercst should agree
with the amount charged in the Income Aceount under
“ Interesi on Government Investments 1-12.”

NOTE.—The provision made for charging interesit on
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Government Investments in the Income A ccount, and

of the cross entry of tlie amount so eredited under this

head, is made in order to group the amounts at the

disposal of the Government arising out of revenue.

It is not intended to decide any question of law that

may arise between the Government and other parties.

S4. Government Advances to cover lpsses —This head will show
the amount paid by the Government to cover the deficit as
disclosed in the balance of the Profit and Lioss Account.

DEBITS.

S-5. Deficit for the year—This head will show the deficit
resulting from the transactions recorded in the Revenue
Account, the Income Account and the Profit and Loss
Aeccount of the year. The figure inserted should be the
balance on the eredit side of the Pofit and Loss Account.

8-8. Defizit from previous years—7This head willl show the
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accumulated deficits of previous years. The figure
inserted should be the Balance on the debit side of the
General Balance Sheet for the previous fiseal year.

7. DBondholders share of surplus—To this head should be
charged the proportion of the surplus profits which are
payable to bondholders in aceordance with the terms of
Loan Agreements.

8-8. Appropriations for additions and befferments—This head

should show the amounts appropriated for additions to or
betterments of property, the cost of which is shown in the
Classification of Capital Expenditures. Improvement
work duly authorized paid for out of current cash should
be construed as work done under an addition and better-
ment appropriation and the cost of such work should
finally lodge in this account provided there is a surplus.
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S-9. Appropriations for repayment of funded debt—This head
should show the amount appropriated for the repayment
of funded debt. The use of current cash for this purpose
should be construed asan appropriation and the amount of
cash so used should finally find lodgment in this account.

8-10. Discount extinyuished through surplus—To this head
should be charged appropriations made to reduce or
extingpish the discount on funded obligations in excess
of the amount annually charged for this purpose, under
“I-14. Amortization of Discounts on funded debt.”

811.  Special Appropriations to funds—This head should show
the amounts appropriated from the surplus for sinking
funds and other reserve funds. The amounts thus

35



VEB U S R AR &2 BUES A ML
BER 2 2 P8RS O e 2 SR i ik
FEBBVIRNGSIEZ

B TIE ogae HAEEE FLRBHIAMLIEZ
AREHE NS A JLIH ‘

= o N BURZ 0 AT RBON &
SRIAIR B B A TR oo 1B
BB NN LR EMA LB R T4
B i

H—H g K

B H o) HEHEREE

B=H ag1ss) HAl

appropriated may be determined in accordance with the
terms of trust agreement or by speeial order of a daly
authorized officer of the railway.

8-12. Miseellaneous Appropriations—This head should show
appropriations made {rom the surplus not provided for
elsewhere.

8-18. Special remitlances to Government—This head should
show all sums paid to the Government with the exception
of temporary advances which are carried on the balance
sheet as an asset (B-7-1).

$-13-1. Cash Remittances

8-13-2. Eemittances made through Military transporta-
tion.

$8-13-3. Other Remitfances.
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