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Foreword

On 15 February 2008, the Ministry of Finance released the revised “Accounting Standard for Business Enterprises—Basic
Standard” together with 38 revised and newly issued specific standards. The “Accounting Standards for Business
Enterprises — Application Guidance” was subsequently issued on 30 October 2006. These releases are an important
milestone in the development of the new system of Accounting Standards for Business Enterprises (hereinafter referred to as
the “China Accounting Standards” or “CAS™) in China.

CAS incorporates almost all of the principles of International Financial Reporting Standards (IFRS) and draws on the existing
experience of accounting for complex transactions under IFRS. Furthermore, CAS addresses situations in China arising from
the specific characteristics of the China market, while also serving as an integral part of the legal system. Therefore, the
promulgation of CAS is considered to be crucial in helping to promote the Chinese economy and enhancing the reputation of
Chinese companies in the international capital markets.

As enterprises start to implement new CAS, the impact of the changes brought about will definitely create significant
challenges for management and its decision-making process. In order to achieve the key objective of “embedding” the new
standards into the financial reporting process and daily management activities, an adequate understanding of the principles
and implementation requirements of CAS is essential.

In order to achieve a smooth transition to CAS and to assist enterprises in better understanding and implementing its
requirements, we have drawn together a team of experts in this field in our China Technical Team. We have also recognised
the need for a practical, timely and complete transition tool to assist management to leverage on the experience obtained from
other countries or teritories which have already completed the transition to IFRS, while also considering the impact to Chinese
enterprises on their previous accounting treatments and the special nature of enterprises operating in China.

In view of this, our China Technical Team originally published the “China Accounting Standards —Summary, Changes and
Comparison” in January 2007 and has now completed the first revision of this document in January 2008. We hope that this
publication will help accounting practitioners to obtain a better understanding of the impact of the changes, the principle
accounting treatments as well as the presentation requirements contained in CAS.
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FEHEITEBEES{AA China Assurance Leader
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Editor’s Note

In 2006, the Ministry of Finance issued the Accounting Standards for Business
Enterprises and the related Application Guidance (hereafter collectively referred to as
the “CAS”). Since CAS has introduced many new accounting concepts and principles,
extensive time is required to assess and put into practice these concepts and
principles to ensure the accuracy and consistency of the implementation.

Based on our experience of applying the original accounting regulations and the
International Financial Reporting Standards in China, we published the “China
Accounting Standards—Summary, Changes and Comparison” in January 2007. This
first revision was compileted in January 2008, taking into account the Implementation
Guidance of the CAS, Opinions of the Expert Task Force and Interpretations of

CAS (hereinafter collectively referred to as the “Interpretations”) that have been
subsequently published or promulgated, and for which the content of the three

main sections and Appendix | have been provided with English translation. We hope
this publication will serve as a reference tool for accounting practitioners in better
understanding and implementing the CAS.

This publication was completed under the combined efforts of our China Technical
Team. While every effort has been made to ensure the completeness, accuracy and
practicability of the information contained in this publication, it shall not be construed
as exhaustive. Accordingly, this publication is not a substitute for reading the CAS and
Interpretations.
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How to use this publication

This “Summary, Changes and Comparison” has been prepared based on the Basic Standard and the 38 Specific Standards
issued by the Ministry of Finance (“MOF”) on 15 February 2006, the Application Guidance of the Accounting Standards for
Business Enterprises issued on 30 October 2006, the Interpretation of Accounting Standards for Business Enterprises No.1
issued on 16 November 2007, the Implementation Guidance of Accounting Standards for Business Enterprises published in
April 2007 {by members of the Accounting Regulatory Department of MOF who are responsible for drafting the CAS), and the
Opinions of the Expert Task Force on the Implementation Issues of the CAS (hereinafter collectively referred to as the “China
Accounting Standards” or “CAS”). This publication is divided into three sections:

Section I: Summary of CAS. This section aims to introduce the China Accounting Standards through a high level review of
the main contents.

Section II: Changes between CAS and Original Accounting Regulations. This section provides not only an analysis on
the changes in the principles of accounting treatments, but also, from the application aspect, an analysis of the potential
impacts on financial reporting of specific implementation issues under the new and original accounting systems.

Section Ill: Comparison of CAS and IFRS. This section mainly provides a comparison of descriptions between the CAS and
the IFRS.

Appendix |—Index of Cross-referencing between CAS and IFRS aims to provide a clear linkage between the accounting
standard references used by IFRS and CAS. It helps readers to search for the applicable standards relating to the same
topics.

This “Summary, Changes and Comparison” is intended only to act as a reference for readers when implementing CAS.
It cannot be considered as an exhaustive analysis of the changes nor a comparison between the accounting standards
applicable to any industry, and is not a substitute for reading the relevant standards and regulations nor for making
appropriate judgment as to the fairness of presentation of financial statements when implementing the CAS.
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SIC: Standing Interpretation Committee
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Section I:
Summary of CAS

This section constitutes a summary of the Basic Standard and the Specific
Standards, including interpretations and other relevant guidance issued as of
31 December 2007. The purpose of this Summary is to facilitate readers to
better understand the key points and main contents of each CAS standard.
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Summary ofCAS l

Summary of CAS

CAS Basic Standard
Scope

Objective of financial
reporting

Fundamental
assumptions of
accounting

Basis of accounting
Qualitative

requirements of
accounting information

Accounting elements

China Accounting Standards
Summary, Changes and Compariscn

Enterprises established within the People’s Republic of China.

The objective of financial reporting is to provide relevant accounting information
about the financial position, operating resdults, and cash flows, etc. of an
enterprise to users, in order to show the accountability of management for the
resources entrusted to it, and to be useful to users of the financial reports in
making economic decisions.

Accounting entity
Going concern
Accounting period
Monetary measurement

Recognition, measurement and reporting shall be made on the accrual basis.

To ensure that the information provided by financial reporting is useful to users,
the qualitative characteristics of accounting information include truthfulness
and reliability of the accounting information and completeness of its contents,
its relevance to the economic decision-making needs of users, being readily
understandable and usable to users, comparability, being prepared in
accordance with substance over form, refiecting all significant transactions and
events, prudence being duly exercised and accounting treatments being dealt
with in a timely manner, etc. ’

Accounting elements include assets, liabilities, owners’ equity, revenue, expenses
and profit.

Assets are resources owned or controlled by an enterprise arising from past
events or transactions. Liabilities are present obligations arising from past events
or transactions. Assets and liabilities are recognised only if it is probable that
economic benefits will flow to or out of the enterprise, and the amounts can be
reliably measured.

Owners’ equity is the residual interest in the assets of the enterprise after
deducting all its liabilities.

Revenue is the gross inflow of economic benefits arising in the course of ordinary
activities of the enterprise. Expenses are the gross outflows of economic benefits
arising in the course of ordinary activities of the enterprise. The inflow or outflow

of economic benefits will result in increases or decreases of owners’ equity, other
than those related to capital contribution from the owners or distribution of profit.

Profit is the operating results of the enterprise over a specific accounting period,

which includes the net amount of revenue after deducting expenses, and any
gains and losses that are included directly in profit of the current period.

PricewaterhouseCoopers



