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Ministry of Communications,
Peking.
February 25, 1915,
T0 THE DIRECTORS OF THE CHINESE GOVERNMENT RAILWAYS:

The subject of Uniform Accounts for Railways bzing under
consideration the following order addressed to the Dircctors of the
Chinese Goverament Railways "and other officials concerned is
issued :

IT [S GRDEREB, That the rules for the classification of the
Income Account, the Profit and Loss Account and Surplus Appro-
priation Account, prepared by the Commission on the Unification
of Railway Accounts and Statistics, and recommended by that
Commission for promuigation, are hereby approved; and a copy of
the said Rules be sent to the Director of each Railway, and that a

[1]



— BRIV DI 3 =R S e AR A
R R AL RIERE DL wi B DSR4
e

—# il H B B M4 — H— B ks
R B Jen

—Z B RRERIERS BB 2 RIE

VI 25 i B SR e a0 T B 25 B — g IR )
I LEs
ot

second copy be kept on file in the Department of Railway Accounts
and Statistics of the Ministry of Communications, both of which
copies shall be deemed an original record thereof.

IT IS FURTHER ORDEREB, That the above named rules be pro-
mulgated in Chinese, English and French, but pending the
standardization of technical terms in Chinese, the English version
shall, until otherwise ordered, be accepted as the standard, while
the other versions are to be interpretations.

IT IS FURTHER ORDERED, That beginning with January Ist 1915,
the Income Account, Profit and Loss Account and Surplus Appro-
priation Account of the different Railways shall be kept according
to the said Rules,

IT I3 FURTHER ORDERED, That the Director of each Railway
shall be responsible for the execution of this order.

(Signed) LIANG
YIH

MAI
Ministers of Communications,

Seéai
f21
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COMMISSION ON THE UNIFICATION
OF RAILWAY ACCOUNTS AND STATISTICS.
PEKING.

At a regular meeting of the Commission on the Unification of
Railway Accounts and Statistics, held at its Office in Peking, on
the 22nd day of Octuber 1914, it was

RESOLVED that, according to Article 9 of the Regulations of

this Commission, the ““ Classifications of the Income, the Profit

and Loss and the Surplus Appropriation Accounts,” be pre-
septed to the Minister of Communications for promulgation.

CHAIRAAN ADVISORY MEMBERS MEMBERS

Hon. Kung-Chao Yih F.Y.Chen K. S. Tsang
W. Henderson J. T. Zhen

VICE=-CHAIRMAN T. K. Tcheng C. P. Yin

Dr. Ching-Chun Wang H. Middleton C.S. Liu

. H. Brickner Souen-Souen

ADVISER H.C. Lee S. F. Yih

Dr. Henry C. Adams T. Chen Y. C. Whang
A. Louillet
B. Bellion

[3]
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INTRODUCTORY LLETTER

Department of Railway Accounts and Statistics,

Ministry of Communicatioas.

Peking, March I, 1915.

To the Directors and Officers in charge of
Railway Accounts and Statistics:

These Classifications are based upon the recommendations of
the Commission on the Unification of Railway Accounts and
Statistics, the members of which included the Accounting Officers
of the Ministry of Communications and the Chief Accountarts of the
Government Railways.

The important points of these classifications are set forth in
the Report of that Commission from which the following passages
are extracted :—

[51
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*“The Classifications of Operating Revenues and Operating

Expenses, which have already been promulgated, cover the revenues
and expenses pertaining to operation. Other receipts and payments
like those resulting from financial transactions or from the use of
properiy for other purposes than operation, are liable to increase or
decrease independently. Such increase or decrease of receipts and
payments has an immediate effect upon the finances of the railway
as a whole; but the railway operators have no control over it.
Therefore such increase or decrease of revenues should not be
mixed up with operating rzvenues and expenses; otherwise the
revenue account would be so distoried as to lose its true meaning.
Thus for the purpose of personalizing the year and separating
operating reévenues and expenses from other items the Classifica-
tion of the Income Account is prepared. This Account includes all
such items as income from securities, interest on debt, profits and

[6]
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Josses on industrial investments, rents receivable or payable, taxes,

losses and gains on exchange, discount on depreciated currency,
and finally the net revenue or net loss of the year.

The balance of the Income Account is then transferred to the
Profit and Loss Account, the objzct of which latter is to cover debit
and credit entries arising out of the transactions of the previous
years, or transactions covering a number of years. It includes such
items as delayed income debits and credits, loss on property retired,
profit on sale of asssts, and the balances of the Income Account.

For the purpose cf dealing with the surplus and deficits shown
in the Profit and Loss Account, the Surplus Appropriation Account
is prepared. The debit side of this account iacludes the deficit of
the year and that of previous years, proprietors’ profits, appropria-
tions for additions and betterments, appropriations for the repay-
ment of funded debt, discount extinguished through surplus, special
appropriations to funds, miscellaneous appropriations, and remit-

[7]
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tances to the Government. The credit side of this accouat 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 account that the policy of
each line is seen.

By the order of the Minister, which appears above, thess
Class fications shall be followed by both the Government and private
railways. [n case there should arise any doubt as to the interpreta-~
tion of any Heads or items, inquiry should be addressed to the
Department so that all guestions may be answered in a uniform
manner.

The attention of accounting officers is called to the importance

of requiring all employees who are assigned to accounting work to
familiarize themselves thoroughty with these Classifications.

(Signed) CHING-CHUN WANG,
Director,

(8]
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Classification of the Income Account
i - _

GENERAL NOTE

The balance of the d=bit and credit 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 statement which undertakes to personalize this period.
No entries which pertain to the transactions of previous periods
should be included in this account,

CREDITS,

k1, Balgnce, Net Revenue—This head should show the crédit balance
of the Revenue Account for the fiscal period concerned.

2. Income from Securities—Usnder this head should be credited
(distributed as provided below) amounts received from investing
the proceeds of the railway in securities created by other rdils
ways or by non-railway uhdertakings.

113}
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1-2:1.7 Income from Shares—Under this head should-be credit-
ed amounts received as dividends on shares owned.

E2-2. Income from Funded Securities—Under this head should
be credited the interest on bonds, debenture stocks, or
other forms of funded securities, whether created by a
railway or by some other business underfaking; also
returns which accrue on agreements in case of time lpans
or advances made by one line to another. Interest
accrued should not be credited unless there is reasonable
assurance that such interest will be paid.

NOTE—Furded securities cover evidence of indebtedness
payable at a date not less than'a year from the date
of issue.

1-3. Interest—Under this head should be credited all sums received
for interest whether.on current bank balances, -fixed deposits,

T141
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I-4.

fixed deposits made from Railway funds for certain specific
services, shoft term loans, reserve and sirking funds or any
similar sources; also interest recovered from debtors on out-
standing accounts.

Profit on Industrial Investments—Under this head should be
credited the net profit which accrues from the operation of
property carried as a capital asset but not used for tran;];;orta-
tion purnases, also the profit which accrues from the operation
of any property that for any reason is given an independent
legal or accounting existence. Profits arising from property
operated as an Auxiliary Opzration should not be credited
under this head,

. Renis Becewable—Under this head should be credited (distribut-

‘ed as provided below) all income accruing as rents receivable

[15]
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from the rental of any portion of the property of a railway,
except so far as such rental receipts are adjusted through the
Revenue Account.

I-5-1. Lease of Road—Under this head should be credited
the income that accrues 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. Amiounts
received for Running Powers should not be credited
under this head, but under “R-8. Rents”.

I-5-2. Miscellaneous. Rents—Under this head should be
credited the income that accrues from the rental
(interest and profit) of property owned but not used for
operating purposes, such as agticultural lards or

[16]
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buildings; income arising from the loan of equipment
locomotives, cars, boats, or other like property provid-
ed the loan is for the exclusive use of the borrower and
provided further that the amount of rent receivable
exceeds 91,000, and any other rental incom= which, on
the part of the debtor railway, is in lien of an interest

charge.

1-6. Exchange—Under this head should be credited thenet difference
when it is a gain, arising from transactions involving the con-
version of money from one currency to another. )

1-7. Miscellaneous—Under this head should be credited all items of
income properly creditable to the Incomes Account for which
no specific provision is made if such items pertain to the fiscal
year covered by the Incoms Account. Unclaimed wages out-
standing for six months should be credited under this head, also
gains on stores or materials in transit by rail or by sea prior to
their arrival on the home line.

DEBITS.
1-8, Balance, Net Loss—This head should show the debit balance of

{17]
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the Revenue Account for the fiscal period concerned.

. Interest on funded Debi—To this head should be charged the

interest on bonds and debentures, or other forms of obligations
issued or assumed by the debtor line, including commissions
paid on the annual loan service. The amount charged should
be the amouni of one year’s interest.

1-10. Inferest on Current Debt—To this head should be charged

interest on unfunded or current debt, such as short time notes
(not exceeding a year), bank overdrafts, matured funded
securiiies 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 fiscal

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. Taferest on Government Investments—Under this head should be
charged the. interest accrued during the year at the rate

agreed :—

(1) On the original amount of the capital invested in the
line by the Government together with any subsequent
advances from Governgnent funds the total of which is
shown in the General Balance Sheet under “Permanent

Government Investments B-1-3,” and

f19]



(AR BREIIRZEL PR ER (@)
BRI ZIEERER G2 BERBER2Z
EZEAHE T BT EE & A B
18 ZF S A IR

SR A BEERARE RIUEREEEEA

BT=H o) BEREBZESR JLELEM

BRAEEE PMABERES X 2L

BB A E a2 E R TR

e EE LB AEERRERZE

TR ESI A SLIE FLR B B & B AR R 2

BB RS A SLIE

BT IWE @ SIERERZIm LER

(2) On the accumulated investments in the line in the
form of “ Additions to property through surplus B-4-1 *
and in Funded Debt retired through surplus B-4-2.”

NOTE~—These entries would not be made on those
lines on which they would conflict with the terms
of the loan agreement.

1-13. "Loss on Industrial Investments—To this head shovld be charged
losses arising from the operation of property carried as a
capital asset, but not used for transportation purposes; also
losses on the operation of any property that for any reason is
given an independent legal or accounting existence. L.osses on
property operated as an Auxiliary Operation should not be
charged to this head.

I-14. Amortization of Discounis—To this head should be charged
such portion of the discount on funded obligations, as pertain
to the fiscal year covered by the Income Account. The amount

f20]



LABRIEE BB MBI AL

B S T R S ST P

RERUS RS Z IV E R R AL

VISR A R R R B 2

v

FEME— UEZERASZ SN A BRI HER
IR BR P Fn Bl R 8L 4 S A n] il
BE BRI ER AR T L
ﬁé?ﬁl@%ﬁ%ﬁ%ﬁ?ﬂiﬁﬁ RN i

SR LABERIE SRR S THESS
B R IR LS B S
7S

so charged should be a sum which, if continued during the.1ifé
of the bond, will have extinguished the discount at mafurity.
In the case of option bonds, the annual charge should be com-
puted on the longest period for which the bond can run.

NOTE 1.~For loans that make specific provision for
amortization of the principal of the debt, the date for
beginning the charge should be the same as that
specified for beginning the amortization of the princi-
pal. For loans that'make no provision foramortization
of the principal of the debt, the date for beginning the
amortization of the discount should be’determined by
the Ministry of Communications in such case, ’

NOTE 2—1Iu the case of those lines for which no amortiza-
tion table has been provided and for which an edtry
for arrears of amortization has already been made, it
is necessary that the Ministry should state whether the
date from ‘which the calculation has beea made is
correct.

[21]
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I-15. Tazes—To this head should be charged all taxes payable to
the localities through which the line runs, fo the Provinces or
to the Central Government. Special or current remittances to
the Central Government are mot to be construed as taxes.
Taxes on property not used for transportation purposes should
be treated as an expense attaching to such property.

NOTE 1.—Taxes, Customs duties, or any such payment
should not be charged to this account but added to the
price of the Stores.

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

1-16. Rents Payable—To this head should be charged (distributed
as provided below) all rents which accrue as rents payable be-
cause of the use of property not owned, except so far as rental
payments are adjusted through the Revenue Account.

[22]
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-16-1. Lease of Road—To this head should be charged
amounts which accrue as rents payable for the
exclusive use of a line, or portion of a line, which
belongs fo another railway. Amounts paid for Run-
ning Powers should not be charged to this head but to
“E-1-13 Rents ”.

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

[23]
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I-17. Discount on Depreciated Currency—To this head should be
charged the gross loss incurred in disposing of depreciated bank
notes, dollar, small silver, copper and other coins received. It
will be credited with the gross sums recovered from the public
on account of premiums on small money &c. and the net loss
only will then be extended.

1-18. Euwchange—To this head should be charged the net difference,
when it is 2 loss, arising from transactions involving the con-
version-of money from one currency 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%.

I-19. Miscellaneous—To this head should be charged all debit items
properly included in an Income Account, for which no specific
provision is made, if such items pertain to the fiscal year cover-
.ed-by the Income Account, such as losses of cash by theft,
losses on stores of materials i transit by rail or'sea prior to
their arrival on the home line, &c.
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Classification of the Profit and Loss Account.

GENERAL NOTE

The Profit and Loss Account serves two purposes r—

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

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

CREDITS

Pl-1. Bdlance 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 Acceunt.
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PL-2. Profit on Sule of Assets—Under 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 charged as Capital
Expenditure.

PL~3.' Delayed Operating Credits—Under this head should be credit-
ed amounts which belong to the Revenue and Kuxpense transac-
tions of previous years, provided the amounts are relatively
large and the credits graatly delayed, such as amounts recover-
ed on bad debts written-off and exchange gains on delayed
setflements. Constantly recurring “lap-over” items should not.
be credifed to this head, but to the appropriate heads under the
Operating Revenue and Evpense Accounts,
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NOTE.—All entries in this account should be made in such
detail as to indicate the operating heads to which they
pertain.

PL-4. Miscellaneous Credits—Under this head should be credited
amounts transferred to Profit and Loss from other then Revenue
and Frpense accounts, and amounts which represent increases in
resonrces not properly assignable to the incoms of the current
year, such as adjustments of balance sheet accouats, profits
derived from investment securities, contraciors’ end suppliers’
Jfines, ond gains by exchunge on redemption of funded debt,

DEBITS.

PL-5. Bulance of the year—This head will show the net loss result-
ing from the operating and contractual transactions of the
current year. The figure inserted should be the balance of the
Income Account.

P16, Loss on property retived—To this head should be charged all
loss resulting from the sale of property, this loss ta be measured
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by the difference between the armount ofiginél]y charged as
Capital Expenditure for the property and the amount realized
from the sale, together with amount (if any) accumulated for
depreciation on such property.

NOTE.—See B-7-4" dbandoned Property not charged off”

PL~7. Delayed Operating Debits—To this head should be charged
amounts which pertain to the Revenue and Eupense transactions
of previous years provided such amounts are relatively large
and the debits greatly delayed, such as bad debts and exchange
losses arising on delayed settiements. Constantly recurring
*lap-qver ” items, should not be debited to this head, but to the
appropriate heads under Operating Revenwe and Fapense
Accounts.

NOTE.—All entries in this account should be made in such
detail as to indicate the operating heads to which they
perfain.
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PL-8. Miscellaneous Debits—To this head shounld be charged
amounts transferred to Profit and Loss from other accounts and
amounts which represent 2 decrease in resources not properly
assignable to the income transactions of the current year.
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Classification of the Surplus Appropriation Accoiint.
(f’%@."—*‘
GENERAL NOTE

The surplus for the current fiscal year, as shown by the credit
balance of the Profit and Loss Account, added to the free'sur-
plus shown on the General Balance Sheet for the previous fiscal
year, will disclose the amount at the disposal of the manage-
mert for appropriations. The following heads provide a
classification of appropriations which should be observed in the
accounts.

CREDITS.

S-1.  Surplus for the year—This head will show thé surplus resulting
from the transactions recorded in the Revenue Account, the
Income Account, and the Profit and Loss Account. The figure
inserted will be the Balance on the debil side of the Profit and
‘T.oss Account.

S-2. Surpl-ué Jfrom previous. years—This head will show .the unappro-
priated portion of the accumulated surplus of previous years.
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The figure inserted will be the balance on the credit side of the
General Balance Sheet for the previeus fiscal year.

S-3. Transfer of Government interest—Under this head should be cre-
dited the interest accrued during the year at the agreed rate on
the Permanent Government Investments and on the acemmulat-
ed investments. in the line in the form of “Additions to property
through surplus B-4-1  and ““ Funded Debt retired through sur-
plus B-4-2.” The total of the interest should agree with the
amount charged in the Income Account under “ Interest on
Government Investments [-1z.”

‘NOTE.~The provision made for charging interest on
Government Investments in the Income Account, and
of the cross entry of the amount so credited under this
head, is made in order to group the amounts at the dis-
posal 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.
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DEBITS.

S-4. Deficit for the yesr—This head will show the deficit resulting
from the transaction recorded in the Revenue Account, the
Income Account and the Profit and Loss Account of the year.
The figure inserted should be the balance on the credit sidzs of

the Profit and Loss Account.

S-5.  Dejicit from previous years—This head will show the accumulat-
ed deficits of previous years. The figure inserted should be the -
Balance on the debit side of the General Balance Sheet for the

previous fiscal year.
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S-6. Bondholders share of sm-plus—-Tq this head should be charged

the proportion of the surplus profits which are payable to
bondholders in accordance with the term's of Loan Agreements.

S-7. Appropriations for Additions tb Property—This head should show
the -amounts appropriated for ;deitions to or betterments of
praperty, the cost of which is shown in the Classification of
Capital Expenditures. Improvement work duly authorized baid
for out of current cash should bz constured as work donz under
an addition and betterment appropriation and the cost of such
work should finally lodge in this account provided there is a
surplus.
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S-8. - Approprictions for repayment of funded debi—This head should

show the amount appropriated for the repayment of funded
debt. The use of current cash for this purpose should be con~
strued as an appropriation and the amount of cash so used
should finally find lodgment in this account.

S-9. Discount evtinguished through surplus—To this head should be
charged appropriations made to reduce or extinguish the dis-
count on funded obligations in excess of the amount annually
charged for this. purpose. under “I-I4. Amortization of Dis-
count on funded debt. ¥

S-10. Special App'rapriau:ons to funds—This head should show the

amounts appropriated from the surplus for sinking funds and
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other reserve funds. The amounts thus appropriated may be
determmed in accordance with the terms of trust agreement or
by spevxal order-of a duly authorized officer of the railway.

S-11- Miscellaneous Appropriations—This head should show appro-
priations made, from the surplus not provided for elsewhere
and should include remittances to the Ministry for the support
of schools for the children of 1ailway employees.

S-r2. Special remitiances to Government—This head should show all
sums paid to the Government with the excai)tion of temporary
advances which are carried on the balance sheet as an asset
(B-7-1).

S-12-1. Cash Remaittances.
S-12-2. Remittances made through MMilitary transportalion,
S;12-3_ Other Remittances,
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1-0. Interest on funded Debt
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Page Line

8 8 “Class fications ” should read ‘‘Classifications ”
11 1 “Income " » » " Operating »

1 5 “Income”’ " » Operating

. I§ “and Betterments” ,, » “to Property ”

20 3 Insert () before the word “ Funded ”.
34 8  “constured” should read “ construed™
39 PL-y “income” » » ‘‘operating®

] PL'3 » ” ” [
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