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

The subject of Uniform Accounts for Railways being un-
der considerafion, the following order addressed to the Direct-
ors of the Chinese Government Railways and other officials
concerned, is issued :

IT IS ORDERED, That the Rules for the Treatment of
New Lines and Extensions and of Additions and Betterments
in the accounts of an operating railway, prepared by the Com-
mission on the Unification of Railway Accounts and Statistics,
and recommended by that Commission for promulgation, is
hereby approved ; and that a copy of the said Rules be sent to
the Divector of each Railway, and that a seecond copy be kept
on file in the Department of Railway Accounts and Statistics
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of the Ministry of Communications, both of which copies shall
be deemed an original record thereof.

IT IS FURTHER ORDERED, ‘That the above named
Rules for the Treatment of New Lines aud Extensions and of
Additions and Betterments in the accounis of an operafing
railway be promulgated 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 classification while the other versions are to be
inlerpretations.

ITIS FURTHER ORDERED, That, beginning with January
1st, 1915, all the Capital accounts for new Imes and extensions
and additions and betterments, of the Operating Railways shall
be kept aceording to the said Ru]ea

IT 1S FURTHER ORDERED, That the Director of cach
Railway shall be responsible for the execution of this order.

{Signed) Iixaxe Tuy YEw.
Seal: Minister of Communications.
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CCMMISSION ON THE UNIFICATION OF RAILWAY
AGCOUMTS AMD STATISTICS.

PEKING:
At o regular meeting of the Commission on the Unification

of Rqﬂ\my Accounts ‘Lnd Statisties, held at its Oifice in
Peking, on the 22nd day of Uctober 1914, it was
RESCLVED that, according to Article 9 of the Re-
gulations of this Commission, the “Rules for the Treatment u{
\Tew Lines and Xxtensions and of Additions and Betterments”
in the Accounts of an Operating Railway, be presented to the

Minister of Communications for promulgation.
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Hon. Kung-Chao Yih  F. Y. Chen K. 8. Tsang
‘W. Henderson J. 1. Zhen
YVICE-CHATREAN T. K. Tcheng O. P. Yin
Dr. Ching-Chan Wang H. Middleton C. 8. Liu
H. Brickner Souen-Soucn
ADVISER H. C. Lee 8. F. Yih
Dr. Henry C. Adams  T. Chen Y. C. Whang
A. Louillet
B. Bellion
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Department of Railway Accounts and Statistics,
Ministry of Communications.
Peking, March 1, 1915.

To the Divectors and Officers in charge of
Railway Accounts and Statisties »

It is a well-known accounting principle that additions
and betterments to property should be charged to capital,
while repairs and alterations should be chargsd to operating
expenses. In actual practice it often becomes difficult either
to draw the line hetween 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 other, fo unduly reduce
the net revenue at the disposal of the Railway. The main idea
of these Rules is 1o credit revenue with all that is properly
earned and to charge capital with the cost of all additions to
the property.
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An important feature of these Rules is that they make it
possible for the charging of the expenditures for additions and
betterments according to the Classification of Capital Expendi-
tures. This will enable the total cost to date to be shown of
the different classes of the property from the beginning of the
road.

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

The attention of accounting officers is called to the import-
ance of requiring all employees who are assigned to accounting
work in connection with New Lines and Extensions and with
Additions anid Betterments to familiar themselves thoroughly
with these Rules.

(Signed) Ching-Chun Wang,
Director.
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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.

220155

1. Application of Rules—The following rules cover entries
which affeet the capital account because of new extensions
and additions and betterments to the property of a Railway,
snbsequent to the formal transfer of a line to open-line
management. The consideration which eontrols the date
on which the original construction :ccountis formally
closed is the transfer of interest charges from the Capital
to the Revenue Account. Under this rule, all interest
received and paid on capital raised . ter the Construction
Account is formally closed, must be shown in the Income
Aeccount.

2. General Rule—The expenditures incurred on new lines
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and extensions as well as on additions aud betterments
should be allocated according to the * Classification of
Caypital Expenditures”. The General Rules of the Classi-
fication of Capital Expenditures shall be followed for this
Classification so far as they apply.

The accounting records which pertain to mew lines
and extensions or additions and betterments should reflect
the net increase or decrease in the assets of a Railway ve-
sulting from the work under construction. This means
that new lines and extensions (or additions and better-
ments) that involve no abandonment of property call for
no credit in the property account. The entire cost of such
work should be charged to the property. In the case,
however, of new lines and extensions or additions and
betterments that involve the abandonment of units of
property previously charged to the property acecount, the
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original cost of property abandoned should be eredited to
the property, the salvage on such units should be trans-
ferred to stores or to cash and the balance charged to
Operating Expenses.

New Lines and Brtensions—Under this head ave ineluded
all classes of construction work which result in an
inerease of the length of the main or branch lines and
so extended the térritory served by the Railway. The
ex]mnﬂitures include the cost of the new lines and
of any additional rolling-stock or cquipment required
for the purpose of these lines.

Additions and Betterments—VUnder this head are included
all classes of construction work which increase the
assets of the Railway, without increasing the length of
main or branch lines, or which increase the eificiency
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or economy of property previously owned. Sueh
expenditures include additions to land, buildings or
machinery, ths cost of second tracks, loops, sidings and
industrial Hnes together with any additional rolling-stock
or equipment required for increasing iraffic. and all
improvements on the general property of the Railway
provided the enhancement exceeds the New Minor Works
Bimit.

Nothing which is solely of the nature of vepairs to
property is to be treated as additions and betterments.
Alterations of existing property even if they are iade
in connection with additions and betterments should be
charged to maintenance. The cost of works involving
both alterations and additions should be so vecorded as
to show separately the respective amounis chargeable
to maintenance for the alterations and to New Minor
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Works or Capital as the case may be for the additions.
Enhancements in excess of the New Minor Works limit
resulting from the replacement of property should be
treated as additions and betterments. Replacements
which do not involve any enhancement should be
allocated according to the * Classification of Operating
Expenses.”

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

6. Distribution of Charges for Abandoned Property—In case
the amount chargeable to Operating Expenses for property
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abandoned directly in connection with the improvement
work is in excess of $50,000, and its ineclusion in
Operating Expenses for a single year would wuunduly
burden the Expenses of that year, the Railway may, if so
anthorized by the Ministry of Communications, carry the
amount in the General Balance Sheet as a deferred assef
to be written off by subsequent charges to Operating

Expenses. In case the sum chargeable to Operating
Expenses is not more than $50,000 the Managing Director
may decide whether it is to be written off in the
current year or by instalmenis spread over not more
than & years.

NOTE—Property abandoued and not replaced should
be written out of the accounts through Profit and Loss.

7. Incidental Supervision—No charge should be made to
Capital frr supervision by the Revenue Staff’ on works
14
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chargeable to Capital whether on an open line or line under
construetion unless the Capital works to be carried out
render absolutely necessary the employment of additional
Staft, which would be liable to be discharged on the
completion of such work. In such cases the cost of the
additional supervisory staff should be so charged.

8. New Minoy Works—The Rules here laid down do not apply
to improvements that cost $2,000 or less. Provision for
such improvements is made in the Classification of
Operating Expenses under “New Minor Works”. The
gronping of small items of expenses (which properly
should be charged oftf to New Minor Works) so as to
exceed the New Minor Works limit and add to the
Capital cost of the Property is forbidden.
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