SRS s BBk
s HME XM

7 nternational Accounting

———

* & FHW

ShE B F S W5 AR AL

FOREIGN LANGUAGE TEACHING AND RESEARCH PRESS



SR HE B

Efr&it3iE

International Accounting

* 4R =W
BlEH: F W BB

K I KXET
)

IMEBF ST AR

FOREIGN LANGUAGE TEACHING AND RESEARCH PRESS
Jt= BENING



ElHB7ERR% B (CTP) ¥l

EEr& i #RE / FHmEs » EEER. — dOX o SNESE SRR,
2016.9

R S5 SR RSB/ HE, ek R g

ISBN 978-7-5135-8061-8

. OF- 0. OF- Q% WM. OEFREIF - 58 - EmEHE - Hbt V.
@F811.2

o [E Wi A= B 451 CIPEL I Z = (2016) 452269185

R A ZIE

mARE A

EERE  BRE®

HEgit MGF 8 &

IREigit AN

ERERIT  INEHESHRLIR

£ b JEEmE=RLE 195 (100089 )
Wt hitpdiwww fitro.com

B Rl AERREREDRIERAS

F &K 787x1092 116

B 3k 14

R R 201659 B%E 15k 2016 £ 9 55 1 REDR
$ = |SBN 978-7-5135-8061-8
EFOfM 39907

MH&E; (010) 88819926 EBFHIE: club@firp.com
SNRBIS: hitps:/Avalyants.tmall.com
FLENRI. 5 T/RSIEM, EEARIRILENHIED
EXFEIE: (010) 61207896 EEFMAME: zhjien@ftmp.com
FUSIR. BRPHEEE, BREDEESSES
BIREE. (010) 88817519 EFHE: banquan@fitrp.com
ERPAE: SEEINES NERER

FERERES B EEm
YIS 280610001



v R

REMIOEHE VERNETF 2 RRIEL TEEFTEK. Em—{
EXVEHE RN T, AT, PHEESN S —TTE R RE R, 4
WERE — Mt Zd IaE L LHEEMAAL . HE, MELFH 20
FEANAEAL, ) B Sl 7 AR ™ RN 7T B 1 AN
WA, BB L HE RS SR A R LR R Tk . A 20 42 90 4F
I, JOBEHHE FOAHIRZ E IR RS € A A B R TR A R
(N B SE ISPy S in - AVALBHE S A L8V NN = 2P 1 MR/
Ao

RIEHEFREMIME, AN, S2FFFQENREA
A, RIERORANFREAME, £ amgmiteitd,
A F 2 B R Ak ki, At afn e B R R A B
Ze o] (0P TRNN B/ sl | PR 5 Sl R E PN BT T - SV 2y & )
X —FEABEIHARE 24 W M EAEE, M — el R ™
a4, £F=20—8, BatmwR— 1 ECFTmnE, B., £
PMREPHEMTGIAE D, £ A= 2 A8 [ AR Xl A7 T2k
B, B—RAER, WRAEAREZ M T, BaE
MORGEL, PaiALE, Sl ZIEA ;1AL # A
BTG, B— B R, WERAE AR 2R T,
MEA R E AR EBPHRE 2L RME. R, WREAESH
[ IR AR D, el th 2 AE T 750 S b R I, (BXS ik 2B H
PSR, MRIRIE 27 1Y [R5 A DR 2 7 4 R A 7= 2 /0 1 ) A 5
A

AR AU AE T PRI T 5 1 1 BE R R T 4 L A H 2
R, ORZRHT o X — S A B R Rl ] T 3l & L AA IR 7
HAT, £EFRIEGELLAEmEEL— T, EREZEELLEEN
FHAMTIZZ., HadIEEL WAL M Z R L PR EER.
— 7, 2011 A RUB R AT EHE 2 S AR A A 0 b e AR Bk A
Fif TOP24 HEATES” A1 BRI R AT R, —HELUSMERES)
B WA i 07 A L P 0 A/ e A 114 B b A A s e T



FHEFRIN THRAMZES S (2EINEBRIMEAR 17 FraMERERAL &
S EAR RSB 1.5%, #EA RPN A SME B IMEAL R 5L 7
WA 8 1S BY, Zraldi FBSBEACAY 33.3% Ml 25% ) 5 B—rii, #he
PAESEIEE L A S ME, 2010 4EHE TP OGE % MR i Ll
SRR, bl REFEENR, HH R BRR S ol XUBS B £l

XABAR IR 7E3ES H MM AE T, SR d TEA
et e AR PR LA () A DK S A T RETE SE A
HFRINH; EHEESVHEUEARY KOTEHA T, TR—HHIRE
KRR, HEOLEAE T BRI, KIEE AL BEFRE
3N 12 Bl A PR EE (1 AR TR ARk

2 BE A W HE W AR 2 P e A B A R R AE R — R B PR T 55
M H , (FaXEPER M FRGESE ., FRH1E, RIEXHR ., B
dncp Al BHRFRIUARE B Ab X i sKOT AR 5 2 AE T RIAFER R
25 B — BT R RER T LA AR R K A HES DA A4 B R A SR B
] — A B, HApFER AT E R TR B AR, AR K
A AL 1 s AL S 2 e, K SR s A SRk 2R R 45 AN AR, BT A ) M bk
WA, FERMIES RPN T4 B R E RS, F 2R
HERMEE CMAaEN, REES A CHIERAMEREE, Il
Frea, KT, PR (ot B ) A 55 F R0RS 25 0 IR 25 Rl 0 e T 57 0K
FEHE SRS 07 FNREAR ., 22, ARG R LR A9 2l A A RIA% T4 —1
PbhrE IGE R WAA WA E, MEEK. RERAEEDN AL RE
B = A B B

R NG 24 A I SRR AR 2R AL, & S BE R 19 Bl A A B R EKE
EREZEILAA LR BB O R RS AR, B
KBTS AP AR R EI N SLBFEERS, HiRER
RIGEAA; A FEREARGER, EHIEARAT. 40 3k E 4
B R FEPE R RER 25 R, &R A HNTES Y, HFRA EIRIE S Z 5.
FOf L AA T FRBC SRR P & R R AR SE Bl B R B 2
Ry K, HafREERZALNIEAT, JOBE R A RAEFRERER
SESE LIRS

FEAMES —RAJE, XAMNEFRAB K. T HRIMEINFTREM i
XA K2 AF B 20 42 90 AEREETT b 1 %5 B Lk IR IR
. P EERAS¥FSWSRIBEM R SNBSS T, B8R +—
Jii 4 AR 7 5 BRI £ . 2006 4, FE THLME H SRAMAING %5 iR
ARk, BOEARR (il EERAR Ll ER) (BiT—/) it

i | EfREit80E



RIS HEIEMER "B, i i, REMHT . HRERREIL" Z
—FIAT “HARL" . XEHEEH SRR T P RIEE
BB 1 L B PR R R . S H SRAMR N, PR ASEAR Ll 1 i T ke
THEEHEGEZPMERERNREESE. E— TRTBRITIIEE LA
BHEE, B EREL AR, EIRRSEHITROENT, I
IR S YETFARE Bl A 00 B2 AN BEEAS T I

HAT, SEIFIRESFIEIEAR LA BER AW, FF5w 55 ik
PR 0 B A S ORI 2 . Ol T AR 2RI 55 BB ARl T R 7 45 3
IR B R AR —E m R RIS 08 RV, AN SR Z 8
HERE T “HEEFIEBERIIBH" . ERELED, KOTIRIAB
VLT 45 )«

. SHEFERHENEZEEYE . EREE TG ZRERK
BB AA S FRBE, R AA TR R e A (R hRIEE
MO R BRI EL (2010 - 2020 4F) ) A1 A E KT S X
HPTF LR BER, S5 3R R B E PR LT . Gl B E PR . RERE S 5 PR
3155 MR PR3E S () EPRIEA A BER R ZAE A i A AR

2. 38 7 R PR 45 U & AR TR . A AR S S AU, TR
R 55 U B & kA TR k. AEFR S B, A5 ST EE
ZMNEF T R 5 AR S . RS R AHRH G ENR K
5" Wl W5 BURM K N5 R B2 Mk 25 Bl 51 ) BUR AT 1] 5
BT KR TURE AR 5 B 5 A AR T PR BT B 28 M AT 10 L PN B Ak ol B 5
) FF 0 S BR 20 B B R A SR G Y R0 5 i o e Mg
SE N AN B o ) B I A B — IR E R T R S s R BT R
MBS RGBT G mBCEL (5 BRI IR R 5 31776 .
A FR B HObE 7K 5 IR A P 28 ™ B o i 45 S Bk A3

3. 1 3 PR 45 00 7 T 1T . PR 45 T LAAE ORAT AT A T
N NFHLAG T BT AT MBS SR A8 5 . B, [ B i 45 60 475 7
PEA MRS . AN FBORM EPRAGE, R (AIEER] . bR, 4%
ARREEE ) WEESEAE S, SR RSB, T Y A s
AR Cal e e, BRI AT, 75 EAME 8 R
YiAF. TS ALEE T B ARG LA RS RS AR A SR 5 i . R
RGNS, FMEWRTERN. &M, Bk, 455 BEA S,
XA HHEREHE . B, BTSSRI SOk A PR 4R
SUPTEE K AL &, TS A UATE RS s, BaiiEi . k.
WAT. A FE R R BE. i, BE, B, 2%



Wb b ARSI AT AL AR B 55 AR Sy, bR PR T i S
R 55 30 .

YRR 5 SR R YA S (MRS AR AR (1-2) ) . (&
PR S HBUTHC1-2) ) R 5 3B E1E ) . Chrgatt th D96 R ) |
(EZmHER) . (RERHFHE) « CRERFIEEREE (1-2) ) |
(HEPRRT 5 ik ) 5.

A RIIEM A E N PR RA KSR ECA 2 R #0m, FER
A LXAMER A RIAE R BHEANEIE RS OO
1N DA S e N o U

ARIIEM F R FF AT L. FFIGEL MM EE L
FAME, T EA A S SOKF RRT R M SR

I [ PR 31 5 2 2 B 55 SR IT R 2 MR R B XA RSB RS
LT VWL TR, FMOQOAEEBIA RINBM RS 1T N R—IF

T a& AKFAR, PR A ZEEERmRZLE. RINBULE
BERFERFEREN.

340

iv| EffsitEeE



Phrefase.

W Background

International accounting can be broadly viewed as the study of how
accounting is practiced in each country around the world, learning about
and comparing the differences in financial reporting, taxation and other
accounting practices that exist across countries. It also focuses on the
accounting issues confronted by companies involved in international
business. Economic globalization accelerates the globalization of capital
flows. As international business activities and economic interactions
increase among countries, capital markets require high-quality financial
information to meet the need of diverse participants in international
business. International Accounting Standards (IAS) and International
Financial Reporting Standards (IFRS) issued by the International
Accounting Standards Board (IASB) attempt to meet this objective and
harmonize financial reporting standards among countries. IAS and IFRS
have wide international acceptance, being used in some form by more than
100 countries around the world. In China, the Ministry of Finance (MOF)
issued a new version of Accounting Standards for Enterprises in 2006,
indicating the elementary convergence of Chinese Accounting Standards
(CAS) and IFRS.

W Orientation and unique features

This textbook is suitable for non-accounting major college students at
both undergraduate and postgraduate levels. It can also be a reference book
for accounting practitioners and executives in medium and large enterprises
with global business.

Based on the six elements of accounting, this textbook is designed to



provide a general understanding of IAS/IFRS and CAS, and focuses on
the major differences between IAS/IFRS and CAS in terms of specific
accounting issues. Chapter | is written by Li Wanli. Chapter 2, 3 & 4 are
written by Dong Ting. Chapter 5 & 6 are written by Li Lin. Chapter 7 is
written by Zhang Liang. Chapter 8 is written by Wu Wei. Chapter 9 is
written by Zhang Tianshu. Chapter 10 is written by Lu Yingjun. Chapter 11
is written by Sun Wenlong. Chapter 12 is written by Jia Gang. Chapter 13
is written by Yin Feng.

This textbook has the following unique features:

® up-to-date coverage of relevant standards to demonstrate differences

between IAS/IFRS and CAS in terms of accounting practices;

@ extensive numerical examples to help students understand rules and

regulations on specific accounting issues under IAS/IFRS or CAS;

® a number of end-of-chapter assignments and questions to help

students develop their analytical, communication and research
skills.
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Chapter 1

Introduction

LEARNING OBJECTIVES

By the end of this chapter, you will be able to:

® Understand the concept of international accounting

® Describe basic accounting elements

® Understand the accounting equation

® Explain main accounting concepts and principles

@ Outline International Accounting Standards (IAS) and International Financial Reporting
Standards (IFRS)

® Outline Chinese Accounting Standards (CAS)

KEY POINTS OF THIS CHAPTER

@ [nternational accounting includes a broad number of territories, both geographically and
topically. It can be defined at three levels.

® The basic accounting elements include assets. liabilities, equity, revenues, expenses and
profit or loss.

® The relationship between accounting elements can be expressed in a simple
mathematical form known as accounting equation.

® The concepts and principles in this chapter include accounting entity principle,
accounting period principle, monetary unit principle, going concern principle, cost
principle, conservatism principle and full disclosure principle.
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MHAT IS INTERNATIONAL ACCOUNTING?

Accounting is the “language of business,” which is to provide reliable and relevant
financial information for decision makers inside or outside the business, including
managers. shareholders and other stakeholders. Accounting information can help users
understand a business entity’s past performance. current financial position, and future
prospect. The accounting process through which information is provided to users is as
follows:

@ I1dentify users.

€ Assess users’ information needs.

© Design the accounting information system to meet users’ needs.

€ Record economic data about business activities and events.

© Prepare accounting reports for users.

The provision of accounting information for users within the business entity is referred
to as managerial accounting. The preparation and presentation of financial reports for
external users relate to financial accounting.

Most accounting students are familiar with financial accounting and managerial
accounting, but many may only have a vague idea of international accounting. International
accounting includes a broad number of territories. both geographically and topically.
It can be defined at three levels. The first level is supranational accounting, which
encompasses standards, guidelines, and rules of accounting, auditing, and taxation issued
by supranational organizations, such as the United Nations. The second level is the
company level. At this level, international accounting can be seen as the study of standards,
guidelines, and practices that a company follows related to its international business
activities and foreign operations. At the third level, international accounting can be viewed
as the study of standards, guidelines, and rules of accounting, auditing, and taxation that
exist within one country as well as comparison of those items across countries.

This textbook is designed to provide an overview of the broadly defined area of
international accounting for Chinese students according to accounting elements division
and focus on the comparison of standards, regulations and rules of accounting issues
between IAS and CAS.

E3[GEERE 6



QCCOUNTING ELEMENTS AND ACCOUNTING
EQUATION

» Accounting Elements

Since accounting provides information about business activities and events, the
information can be classified according to economic characteristics of these business
activities and events. These categories of accounting information are accounting elements.
Typical accounting elements are assets, liabilities, equity, revenues, expenses and profit or
loss.

Assets

Assets are the resources which arise from past transactions or events and are owned or
controlled by the company. These resources are expected to bring economic benefits to the
company.

Assets have the following features:

® Assets are in nature eConomic resources.

® Assets were formed in the past.

® Assets are able to bring economic benefits., which may include direct or indirect

inflows of cash or cash equivalents.

@ Assets must be owned or controlled by the company.

® Assets can be measured by money.

Assets can be classified into current assets and non-current assets. Current assets are
economic resources that would be liquidated within one year or one operating cycle (whichever
is longer), such as cash, accounts receivable, supplies, inventories and short-term investment.
Non-current assets consist of long-term economic resources that are held for operational
purposes, such as plant, property and equipment, long-term investment, intangible assets, etc.
Liabilities

Liabilities are the duties arising from past transactions or events. The fulfillment of the
duties will cause the outflow of economic benefits.

Liabilities have the following features:

® Liabilities are the duties caused by past or current accounting events.

® Liabilities will lead to future sacrifice of economic benefits.

® Liabilities can be measured by money, or can be reasonably estimated by money.

® Liabilities can be paid off by transferring assets, providing services, or borrowing

new liabilities.

Liabilities can be classified into current liabilities and non-current liabilities. Current
liabilities are the debts that come due within one year or one operating cycle (whichever is
longer), including accounts payable, notes payable, taxes payable, portions of long-term debt
due within one year or one operating cycle, etc. Non-current liabilities are the debts whose
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maturity date is longer than one year, such as long-term notes, mortgages and bonds payable.

Equity

Equity is the residual interest in the assets of a company after deducting all its
liabilities.

Equity has the following features:

® Equity is a duty rather than a right for a company.

® Only in an abstract and holistic way is equity related to assets of a company.

Typical equity includes paid-in capital, retained earnings, capital reserve and surplus
reserve.

Revenues

Revenues refer to the inflows of economic benefits which are caused by selling goods,
providing services, and other economic activities.

Revenues have the following features:

@ Revenues are an achievement of a company within a certain period.

® Revenues may lead to an increase in assets, a decrease in liabilities, or both.

® Increase in revenues will increase equity.

Expenses

Expenses refer to the outflows of economic benefits as a result of purchasing goods,
receiving services, and other economic activities.

Expenses have the following features:

® Expenses can be matched with relevant revenues.

® Expenses can be divided into cost of production and period expenses.

& Expenses may cause a decrease in assets, an increase in liabilities, or both.

® Increase in expenses will decrease equity.

Profit or loss

Profit or loss is the operating result of a company over an accounting period, which is
the result of sales/revenues minus expenses.
W Accounting Equation

The relationship between accounting elements can be expressed in a simple
mathematical form known as accounting equation:

Assets = Liabilities + Equity

Profit T

+Revenues -Expenses

Efreit i



The equation represents the relationship between assets, liabilities and equity of a
company. It is the basis for setting up accounts, double entry bookkeeping, and preparing
financial statements. For each transaction, the total debits equal to total credits. The effect
of any transaction on the accounting equation may be indicated by increasing or decreasing
a specific asset, liability or equity element. Each transaction has either equal effects on
both sides of the equation or counteracting effects on one side of the equation, so that the
equation will remain in balance. The accounting equation is valid at all time over the life of
the business.

hONCEPTS AND PRINCIPLES

In the previous section, accounting elements and equation have been outlined. Now the
underlying principles are presented.

M Accounting entity principle

The accounting entity principle states that the recorded activities of a business entity
will be separated from the recorded activities of its owner. An accounting entity can be either
a business or subdivision of a business that engages in economic activities with economic
resources that must be accounted, and is separate from the personal dealings of its owners.

» Accounting period principle

The accounting period principle states that the life of a business can be divided into
artificial periods and that reports covering those periods can be prepared for the business.
All entities report at least annually. Listed companies report at least semiannually to
shareholders.

¥ Monetary unit principle

The monetary unit principle of accounting states that all the transactions must be
recorded in the form of currency. In other words, a business only records those transactions
that can be expressed in monetary terms. And the information of these transactions that
cannot be expressed in monetary terms may not be recorded in the financial statements.
even though it may be important to users of the financial statements.

» Going concern principle

The going concern principle states that a business will continue to exist long enough to
carry out its objectives and commitments and will not liquidate in the foreseeable future.
Management must make an assessment of the validity of the going concern principle when
preparing financial statements under the requirement of accounting standards. It allows the
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company to defer some of its prepaid expenses until future accounting periods.

W Cost principle

The cost principle states that all assets are initially recorded in the accounts at their
purchase price or cost. Because of this principle, the value of the recorded assets is not
adjusted upward for inflation, neither for time value. The cost principle is often criticized
as being irrelevant. Critics argue that market value would be more useful to make financial
decisions. Proponents of the cost principle say that cost is the best measure as it can be
verified easily from transactions between two parties, whereas market value is often
subjective.

W Conservatism principle

If there are two acceptable alternatives for reporting an item, conservatism directs the
accountant to choose the alternative that will result in less net income or less asset amount.
The basic accounting principle of conservatism leads accountants to anticipate or disclose
more losses, but it does not allow a similar action for gains.

W Full disclosure principle

The full disclosure principle states that the business entity’s financial statements should
contain all information that would affect users’ understanding of financial statements.
The interpretation of this principle is highly judgmental since the amount of information
that can be provided is potentially massive. To reduce the amount of disclosure, it only
discloses the information about events that are likely to have a material impact on the
financial position and financial results of the company. If an important item cannot be
reported directly in the financial statements. it should be discussed in the notes to the
statements.

QNTRODUCTION TO INTERNATIONAL ACCOUNTING
STANDARDS (IAS)

The original international accounting standards setter, the International Accounting
Standards Committee (IASC), was established in 1973 by an agreement of the leading
professional accounting bodies in 10 countries with the broad objective of formulating
international accounting standards. IASC issued 41 International Accounting Standards
during the period from 1973 to 2001. Twelve of these standards have been superseded
or withdrawn. Most of the remaining standards have been revised one or more times. On
April 1, 2001, the newly created International Accounting Standards Board (IASB) took
over from the IASC the responsibility for setting international accounting standards. The
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IASB has continued to develop standards which were then called International Financial
Reporting Standards (IFRS). The formation of the IASB in 2001 with a change in focus
from harmonization of accounting across the European Union to convergence of global

accounting standards setting, manifested the beginning of a new era in international
financial reporting. Since 2001, the IASB has issued 15 IFRSs and 41 IASs.

“NTRODUCTION TO CHINESE ACCOUNTING
STANDARDS (CAS)

In Anglo-American countries, setting accounting standards is the responsibility of
accounting societies or independent bodies created for that purpose, whereas in China, it
is the responsibility of the Ministry of Finance (MOF). In 1992, the MOF promulgated the
first accounting standard, the Basic Standard of Accounting for Business Enterprises (similar
to a conceptual framework), which was a landmark in Chinese accounting reforms. It has
then been superseded by 16 Chinese Accounting Standards up to the end of 2001. The
MOF issued 22 CASs again in 2006. So far, the 42 CASs make up a relatively complete
Chinese accounting standard system. Since China is the member country of IFAC, the
MOF follows the international accounting practice in setting Chinese standards, which
implies the convergence of CAS to IAS/IFRS. However, there are still many differences
between IAS/IFRS and CAS. These differences will be specifically discussed in the
following chapters.

EXERCISES

Please classify the following items into appropriate accounting elements and complete
the following table.

(to be continued)
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