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Chapter One;

General Description on Accounting Reports

1. Contents of Accounting Reports

Accounting reports are summarised written = documents, with
which enterprises provide to relevant parties and government offices a-
bout their financial condition and business results, In China, account-
ing reports are composed of accounting statements and relevant working
notes. The accounting statements include Balance Sheet, Profit & Loss
Accounts, Statement of Changes in Financial Position  elc.

Accounting Reports are not exactly the same as Accounting State-
menls. They are much so related and also different somechow. One of
the main functions for accountants, especially the external accounting
reporters, is lo provide information to relevant users such as investors,
creditors, potential investors, to enable them to make a reasonable (i-
nancial decision. And the users can therefore estimate the funds flow,
circulating speed and time in a future period. Accountants accomplish
their reporting function via accounting statements. Without it, users
both internal and external can impossibly understand the company’ s
financial situation completely and systematically.

Accounting reporls can serve several purposes as stated below
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They help management assess the efficiency of the company.
Managers will almost certainly wish to know the results of past
decisions. Were they right or wrong? Did the results coincide
with expectations? Exactly where did differences hetween ex-
pected and actual figures arise? How did different parts of the

husiness perform?

. A knowledge of past performance is generally considered to he

of use in making decisions about future. Almost any plans
for the future will require knowledge of the present finan-
cial state of a company. Information ahout the past often
provides a good guide to future events. This second ohjec-
tive is rather different to the others. It must he recognised
that, while the accounting reports provide much useful in-
formation for decision — making, it is actually the decision

— maker who predicts what will happen.

. In a share — holding company, shareholders shall he willing to

understand accounting information, lo know aboul the compa-
ny s profitahility and the size of dividends in comparison with

l'ﬂ'&lill(“(l earm i"g.\'.

. Both long — term and short — term creditors of a company (in-

cluding the bank where the company has its account) need the
accounting information, for they want to know aboul the ability

of the company to repay its debis.

. Taxation authorities should be provided with the accounting re-

ports,since they want to know about the company ' s business

turn — over and profits,in order to assess the tax payable.
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6. Accounting reports should also he submitted to Industrial &
Commercial Administration Bureau ,since governments want lo
put the whole economy under their control in the large.

7. Financial analysts and consultants need accounting informa-
tion, for their clients’ s interests. For instance, slock brokers
need the information ,to provide business advices 1o the inves-
tors on stock exchange ;and financial journalists need informa-

tion for their reading public.

In a word, accounting information is prepared in accounting re-
ports to salisfy the needs of these different groups and individuals.
Managers of a business need the most information, to help them take
their planning and control decisions. Of course, being managers , they
obviously have" special access" 1o information about the business, be-
cause they are in the position of gellingwhatever internally produced
stalements and information they require.

2. Structures of Accounting Reports

Accounting reports is an indispensable part of the husiness ac-
counting. Depending on various stalements, accounling reporls re-
flect a company’ s financial position and business resulls systemat-
ically and periodically in all aspects, to provide necessary informa-
tion to those investors and creditors for their decision making. In
order to meet different needs of the information users, the account-

ing reports can be prepared in three differentstandards.
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(1). Published accounting reports

These accounting reporls are mainly used lo provide information
to company ' s exsiting and potential investors, as well as the lenders,
and o satisfy their needs of investments in the business. Accounting
reports can reveal a company’ s financial situation, operating resulls,
capilal structure, and funds application within a certain period. These
are the major information being considered by those investors when
making decision. To strengthen the comparative nature of accounting
information and to let investors know hetter about the real value of a
company , accounting reports must be prepared in accordance with the
nationally unified accounting standards and examined by registered ac-
countants with their signatures. The accouting reports are composed of
halance sheet, profit & loss account, stalement of changes in financial
position ,and some appendixes.

(2). Accounting reports submitied to government hodies

These accounting reports are referred to those submitted to rele-
vanl government bodies according to official requirements, to meel
the needs of these departments to control enterprises indirectly.
Enterprises are obliged to provide n(‘.('essary information and fig-
ures, such as the production costs, funds applications, profit and
its distribution, ete. to government offices concerned. These ac-
counling reports consisl of assels appreciation stalement, credil
funds application report, costs report, expenditures records, stock
- laking report, fixed assels and accumulated depreciation state-

menl, ele.
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