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ON ACCOUNTING FOR OFF BALANCE SHEET FINANCING

course, this is only presented as an initial attempt with the aim of
introducing others to come forward with opinions that are more

valuable.

The structure of this dissertation consists of five chapters, the

contents of which are as follows:

Chapter 1 is an introduction, which first from the viewpoint of
accounting research clarifies the definition of off balance sheet
financing,and both the theoretical and practical significance of the
study of off balance sheet financing in accounting. After an analysis
that the study is not conflicting with the accounting meaning of
efficient market hypothesis, we redefine the principle of “substance

over form”, bringing up the following chapters.

Chapter 2 deals with the phenomena of off balance sheet financing
related to the definition of assefs and the arguments in accounting.
First, an intemational comparison and choice is made of the
definitions of assets. Then the accounting rules conceming general
contracts are evaluated. It is suggested in this chapter that the
current all — or — nothing approach in lease accounting should be
replaced with property right approach . By following this clue, the

settlement of consignment in accounting is reexamined .

Chapter 3 is devoted to the discussion about some accounting
arguments arising from asset transfer with conditions. The

accounting arguments -of this kind are ones of true or false sales.
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The author believes that these arguments must be reexamined from
the viewpoint of when the recognition of the transferred assets
should be terminated. Therefore, this chapter analyzes the
asymmetry of the standards for recognition and derecognition of
assets. A comparison and analysis are made between the two
approaches of setting the standard for derecognition of assets —
rewards and risks approach and effective control approach. Based on
this, the chapter also gives an evaluation of the related accounting

rules in China and abroad.

Chapter 4 discusses whether assets can offset Liabilities. The author
thinks that, from the point of view of off balance sheet financing,
the offsetting of assets and liabilities has a double meaning, i.e.,
the direct offsetting of assets and liabilities and the linked
presentation of assets and liabilities, which are therefore discussed

in the this chapter.

Finally, Chapter 5 probes into the degree of control between
economic entities and the selection of combination method. The
author believes that, considering both, off balance sheet financing
may take place in two cases, i.e. when it is pinpointed that some
control must correspond to certain combination method, it would be
difficult to decide whether the degree of control between economic
entities has come to the place where this method must be used; and
when some degree of control does not correspond with the adopted
combination method, off balance sheet financing may also take place.

Therefore, this chapter analyzes the quantitative and qualitative



