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The People’s Republic of China
Accounting Standard for Business Enterprises:

Non — monetary Transactions

Introduction

1. This Standard prescribes the accounting treatment for non —
monetary transactions and the disclosure of relevant information.
2. The principal issues to be addressed on accounting for non —
monetary transactions are the valuation of non — monetary assets
surrendered or received, and the recognition of related gains or
losses.
3. This Standard does not deal with;
(a) sacquiring equity investments in exchange for non — cash as-
sets other than equity investments; and

(b) non — monetary transactions in business combination.

Definitions

4. The following terms are used in this Standard with the meanings
specified
A non — monetary transaction is an exchange of non — monetary

assets between the transacting parties. This kind of exchange
may involve little or no monetary assets (i.e. monetary assets are
referred to as a “boot”).

Monetary assets are cash held and assets to be received in fixed
10




13238:

or determinable amounts of currency. Examples are cash,
accounts and notes receivable, and debt investments intended to
be held to maturity.

Non — monetary assets are assets other than monetary assets.

Examples are inventories, fixed assets, intangible assets, equity
investments and debt investments not intended to be held to ma-
turity .

Assets — held — for — sales are non — monetary assets which are
held for sales. Examples are merchandise goods, short term
share investments and debt investments not intended to be held
to maturity, etc.

Assets — not — held — for — sales are non — monetary assets other
than assets — held ~ for ~ sales. Examples are raw materials,
fixed assets, intangible assets and long term equity investments,
etc.

Fair value is the amount for which an asset could be exchanged
or a liability settled between two knowledgeable, willing parties

in an arm’s length transaction.

Exchange of Similar Non — Monetary Assets

5.

6.

Exchanges of similar non — monetary assets include;

(a) exchange of assets — held — for — sales;

(b) exchange of assets — not — held — for - sales;

(¢) exchange of an asset for several assets or exchange of
several assets for an asset at the same time, or exchange
of several assets for several assets at the same time.

In an exchange of similar non — monetary assets, the asset re-

11




ceived should be recorded at an amount equal to the carrying
value of the asset surrendered. However, if the fair value of the
asset surrendered is lower than its carrying value, the asset re-
ceived should be recorded at an amount equal to the fair value
of the asset surrendered. The difference between the fair value
and the carrying value of the asset surrendered is recognised as a
loss for the period.

If an exchange of similar non — monetary assets involves a boot,
it should be accounted for according to the circumstances.

When a boot is paid in the exchange of similar non — monetary
assets, the asset received should be recorded at an amount equal
to the aggregate of the carrying value of the asset surrendered
and the boot paid. However, if the fair value of the asset surren-
dered is lower than its carrying value, the asset received should
be recorded at an amount equal to the aggregate of the fair value
of the asset surrendered and the boot paid. The difference be-
tween the fair value and the carrying value of the asset surren-
dered is recognised as a loss for the period.

When a boot is received in the exchange of similar non — monetary
assets, a gain should be recognised based on the proportion of
the boot received to the fair value of the asset surrendered. The
asset received should be recorded at an amount equal to the
aggregate of the net amount of the carrying value of the asset
surrendered after deducting the boot received and the gain recog-
nised. However, if the fair value of the asset surrendered is
lower than its carrying value, the asset received should be

recorded at an amount equal to the fair value of the asset surren-
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