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Ministry of Communications,
PEKING. 7
December 5th, 1914

The subject of Uniform Accounts for Railways bemg un-
der consideration, the following order addiessed to the Direet-
ors of the Chmese Government Railways and other officials
coneerned, is 1ssued

IT IS ORDERED, That the Rules for the Treatment of
New Lmes and Extensions and of Additions and Betterments
m the accounts of an operating railway, prepared by the Com-
mission on the Unifieation of Railway Aecounts and Statisties,
and recommended by that Commission for promulgation, is
hereby approved ; and that a copy of the said Rules be sent to
the Director of each Railway, and that a second copy be kept
on file 1n the Departinent of Railway Accounts and Statistics
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ot the Mimsh v of Comminnteations, both of which copies shall
he deemed an origmal record thereot

IT IS FURTHER ORBDERED, . That the above named
Rules tor the Treatment of New Lines and Extensions and ot
Additions and Betterments 1n the accounts of an operating
1ailwav be promulgated in Chinese, English and Fiench, bnt
pending the standardization of technical terms in Chinese, the
English version shall, until otherwise ordeied, be accepted as
the standard classification while the other versions aie to be
mierpretations

ITIS FURTHER ORDERED, That, begmning with Jannai v
1st, 1915, all the Capital accounts for new lines and extensions
md additions and betterments, of the Operating Railways shall
be kept aceording to the said Rules

IT IS FURTHER OBRDERED, That the Director of each
Railwav shall be responsible to1 the execution of this order

{Signed) Tixane Tox Yex
Seal- Jomster of Communeations
2
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CCMMISSION OM THE UNIFICATION OF RAILWAY
ACCOUNTS AND STATISTICS.
PEKING:

At a 1egular meeting ot the Commission on the Unihcation
ot Railway Accounts and Statistics, held at 1s Othec m
Pekimg, on the 22nd day ot October 1914, it was

RESOLVED that, acconding to Aiticle 9 of the Re-
gulations of this Commission, the “ Rules fo1 the Treatment ot
New Lines and Extensions and of Additions and Betterments’
m the Accounts of an Operating Railway, be presented to the
Mamster of Communications for piomulgation

CHATBMAN ADVISORY MEWBERS MENMEBE RS
Hon Kung-Chao Yih  F. Y Chen K 8 Teang
‘ ‘W Heunderson J T Zhen

VICE-CHATREAN T K Tcheng CP Ym
D1 Ching-Chan Wang H. Middleron C S Lm

H Biickne Soaen-Souen
ADVISER H C Lee S F Yih
Dr Henry C Adams T Chen Y C Whang

A Loullet

B Bellion

i
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INTRODUCTORY LETTER.

Depaitment of Railway Accounts and Statistics,

Ministry of Communications
Peking, Maich 1, 1915

To the Dnectors and Officers m charge of
Railway Accounts and Statistics

It 18 a well-known accounting principle that additions
and betierments to propeity should be charged to capital,
while repairs and alterations should be chargsd to opeiating
expenses In actual practice it often becomcs difficult erther
to diaw the line between the two Classes of work or to make
the charges properly The result will be on the one hand to
mistake capital as revenue, or, on the othei, to unduly reduee
the net revenue at the disposal of the Raslway The main 1dea
of these Rules 1s to credit revenue with all that is properly
earned and to charge capiial with the cost of all additions to
the properiy.

14
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An mmpoitant feature of these Rules 1s that they make 1t
possible for the charging of the expenditures tor additions and
betterments according to the Classification of Capital Expendi-
tures This will enable the total cost to date to be shown of
the difterent classes of the property from the begmmning of the
road '

By the order of the Mmister which appears above, these
Rules shall be followed by both the Goveinment and piivate
1a1lways  In case there should arise any doubt as to the
mterpretation of any Heads or items, inquiry should be ad-
dressed to this Department so that all questions’ may be
answered 1n a uniform manner

The attention of accounting officers is called to the 1mport-
ance of requiring all employees who are assigned to accounting
work 1n connection with New Lines and Extensions and with
Additions and Betterments to familiar themselves thoroughly

with these Rules
(Signed) Ching-Chun Wang,
Durector
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Rules for the Treatment of New Lines and
Extensions and of Additions and Betterments

IN THE ACCOUNTS OF AN OPERATING RAILWAY
————mR———

1 Applhcatwn of Bules—The followmg 1ules cover entries
which aftect the capital account because of new extensions
and additions and betterments to the property of a Railway,
subsequent to the formal transfer of a line to open-line
management The consideration which controls the date
on which the origmal construction cecount is formally
closed 1s the transfer of mterest charges from the Capital
to the Revenue Account Under this rule, all interest
received and paid on capital 1aised fter the Construction
Account 15 formally closed, must be shown in the Income
Account

2 @eneral Rule—The expenditures meurred on new lines
9
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and extensions as well as on additions aud betterments
should be allocated 1cemdmg to the *Classification ot
Captal Expenditmes” The General Rules of the Classi-
fieatipn ot Capital Expenditmes shail be folloned for this
Classification so fa1 as they apply

The accouniing iecords which peitain to new lines
and extensions or addifrons and betterments shonld reflect
the nef merease or decrease in the assets of a Railway 1e-
sulting fiom the work under construction This means
that mew hmnes and extensions (or additions and better-
ments) that involve no abandonment of property call tm
no eredit i the property aceount The entire cost of sneh
work should be charged to the property In the case,
however, of new lines and extensions o1 additions and
betterments  that involve the abandonment of umts of
property previously charged to the property account, the

10
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otiginal cost ol property abandoned should be eredited to

- the pioperty, the salvage on such units should be tians-
teired to ~tores o1 to cash and the balance chaiged to

Operating Expenses

3  New Lunes and Eiuiensions—Under this head aie melnded
all classes of eonstiuetion work which iesult in an
mcrease of the length of the mam or branch hmes and

so extended the terntory served by the Railway. The

" expenditures mclude the eost of the new lnes and

“of any additional rolling-stock or equipment requned
ior the purpose ot these lines

L. Addvhons and Betterments—Under this head aie meluded
all eclasscs of construetion work which imerease the
assets of the Railway, without increasing the length of
main or branch lmes, o1 which merease the efficzency
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or economy of pioperty pieviously owumed  Such
expendituies include additions (o land, buildings or
machinery, ths cost of second tracks, loops, sidings and
industrial lmes together with any additional 10lling-stock
or eqmpment requned for nereasmg tiaffic and all
improvements on the general property of the Railway
provided the enhancement exeeeds the New Mimnor Works
limit

Nothing which Is solely of the nature of repawrs to
poperty is to be treated as addifions and betterments
Alterations of existing property even if they are made
1 connection with additions and betterments should be
charged to mamtenance The cost of works involving
both alterations and additions should be so recorded as
to show separately the respective amounts chargeable
to maintenance for the alterations and to New Mmoo
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Works or Capital as the case may be for the additions
Enhancements m excess of the New Minor Works limit -
iesulting. from the replacement of property should be
treated as additions .and betteiments = Replacements

which do not involve any enhancement should be
allocated according to the “ Clasmification -of Operating
Expenses”

5  Reserves for Abandonment of Property—In the case of large
improvements a Railway may, it so authorized by the
Ministry of Commumcations, create a reserve by charges
to Operating Xxpenses, prior fo the date of abandon-
ment which at the time of abandonment will meet or
reduce the amount which otherwise will be charged to
Operating Expenses or to Profit and Loss

6  Dustribution of Charges for Abandoned Property—In case
the amount chargeable to Operating Expenses for property

13
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abandoned dinecily i connection with the improvement
woik is 1n  exeess of $50,000, and 1ts inclusion m
Operating Fxpenses for a smgle year would unduly
burden the Expenses of that year, the Railway may, 1f o
authorized by the Ministry of Communications, cariy the
amount in the General Balance Sheet as a defeired asset
to be written off by subsequent charges to Opeiatng

Expeuses In ecase the sum chaigeable to Operating
Expenses 18 not more than $50,000 the Managmg Director
may decide whether it 1s to be written off m the
current year o1 by 1iustalments spread over not moie
than 5 years

NOTE—Property abandoned and not 1eplaced should
be written out of the accounts through Profit and Loss

7  Incidental Supernision—No charge should be made to
Capital f~1 supervision by the Revenue Staft on works

14
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chairgeable to Caprtal whether on an open line o1 hine under
coustruction unless the Capital woiks to be caired out
1ender absolutely necessary the employment ot additional
Staft, which would be hable to be dischaiged on the
completion ot such work - In such cases the cost of the
additional supervisory staft should be so chaiged

8 New Ihmor Wor bs—The Rules here laid down do not apply
to impirovements that cost $2,000 o1 less  Piovision fm
such 1mprovements 15 made m the Classification ot
Operating Expenses nnder “New Mmnor Works” The
grouping ot small items of expenses (which properly
should be charged oft to New Minor Works) so as to
exceed the New Mmon Works limit and add to the
Capital cost of the Property is torbidden

15






