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Ministry of Communications,
Peking.
July 22, 1914

To the Directors of the Chinese Government Railways:

The subject of Uniform Accounts for Railways being under
consideration, the following order addressed to the Directors of
the Chinese Government Railways and other officials concerned,
is dssued:

IT IS ORDERED, that the Classification of Capital Expenditures
and text pertaining thereto, prepared by the Commission on the
Unification of Railway Accounts and Statistics, and recommended
by that Commission for promulgation, is hercby approved; and
that a copy of the said Classification be sent to the Director of



~ﬁ%ﬁ$@ﬁﬁ%%ﬁm$%3i2ﬁ~é

AT R BT S AR MR D 2%
- AAAT 35 IRk 3% JEU ) S5 A i 45 B — T
R RBOR— PR F R
~%%ﬁ§wmu¢%@ LGS EAY i XU
A TR RS E DL V) e SO AE SL BRI
RTERREX

each Chinese Government Railway, and that a second copy be kept
on file in the Railway Department of the Ministry of Communica-
tions, both of which copies shall be deemed an original record
thereof.

IT IS FURTHER ORDERED, that the above namsad Classification of
Capital Expenditures be promulgated in Chinese, English and
French, but the English version shall, until otherwise ordered, Dbe
accepted as the standard classification while the other versions
are to be interpretations.

IT IS FURTHER ORDERED, that, beginning with January 1st. 1915,
all expenditures of monies for the construction or equipment of
Chinese Government Railways, shall be recorded according to the
classification, definitions and rules embodied in the above named
Classification of Capital Expenditures.
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IT IS FURTHER ORDERED, that, on or before June 30th. 1915, the
costs of all Chinese Government Railways built prior to January 1st.,
1915, shall be re-distributed on the books of the respective lines,
according to the above named Classification of Capital Expenditures,
and that a copy of such re-distribution be filed with the Railway
Department of the Ministry of Communications, together with an
explanatory statement of the way in which such re-distribution was
made and of the arbitrament used.

IT IS FURTHER ORDERED, that the Director of each Railway
owned by the Chinese Government shall be responsible for the
execution of this order.

(Signed) Liang
Yih
Mai
Seal: Ministers of Communications.
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COMMISSION ON THE UNIFICATION
OF RAILWAY ACCOUNTS AND STATISTICS
Peking.

At a regular meeting of the Commission on the Unification of
Railway Accounts and Statistics, held at its office in Peking, on
the 27th day of May 1914, it was

RESOLVED that, according to Article 9 of the Regulations of
this Commission, the Classification of ‘‘Capital Expenditures’’
with forms and General Rules, be presented to the Minister of
Communications for promulgation,

CHAIRMAN ADVISORY MEMBERS: MEMBERS:
Hon. Kung-"hao Yih F.Y. Chen K. S. Tsang
VICE-CHAIRMAN W. Henderson J. T. Zhen
Dr. Ching-Chun Wang T. K. Tcheng C.P.Yin
ADVISER H. Middleton C.S. Liu
Dr. Henry C. Adams H. Brickner Ssuen-Souen
H. C. Lee S. F. Yih
T. Cheu Y. C. Wang
A. Louillet
B. Bellion
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INTRODUCTION.

On account of peculiar difficulties the Government failed to

prescribe any uniform accounting laws in the past. The different
railways were left to keep their accounts and make their statistics
in their own way. Not only the accounts and statistics of the
different railways were different, but those of the same line were
often changed from year to year. Besides other serious disadvant-
ages, the lack of uniformity made it impossible to compare the
results of the different lines. In some cases it was also exceedingly
difficult to get any adequate information concerning the principal
items of capital expenditures or operating expenses, when such
informations were needed for important administrative purposes.

The evils resulting from the lack of uniformity of accounts

7))
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became more and more serious as the number of lines grew. Re-
peated efforts were taken now and then to prescribe uniform rules
concerning certain features of railway accounting, but for various
reasons nothing was accomplished.

The Honorable Chu Chi-Chien was seriously concerned over
the matter when he became Minister of Communications in the
second year of the Republic. Inquiries were made. A plan was
submitted and approved. The Commission on the Unification of
Railway Accounts and Statistics was organised, with the Hon
Yih Kung-Chao, the then Director General of Railways, as Chair-
man and Dr. Wang Ching-Chun, then Co-Director of the Peking-
Hankow Railway as Vice-Chairman. The present issue of the
Classification of Capital Expenditures is part of the work of
that . Commission which was presented to the Minister of
Communications.
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As to the efforts and problems which confronted that
Commission, the passages from a report of that Commission are
extracted :—

“When the Commission began its unification work last year,
there were many difficulties which appeared insurmountable, chiefly
among which may be mentioned the lack of precedence of such an
undertaking and the oppositions from many directions. Since this
is the first time in our railway history when unification of a fund-
amental problem on a large scale was taken up, which involved the
modification of many existing practices of all the railways it was
but natural that a good deal of apprehension prevailed at the time.
It was only due to the firm stand taken by Minister Chu Chi-Chien
and the continued support given by Minister Chow Tszu-Chi and
the co-operation of all men taking part, that the Commission

(9 )
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Las been able to carry out its programme so far.

The first question which confronted us, was how to find proper
men to do the work, in so far as the contemplated unification would
involve the change of existing practices of the different railways
and would also have to be suitable to local conditions. On the
other hand, since the requirements of the Finance and Auditing
Departments have to be kept constantly in view, we thought it of
neccessity to have men who are familiar with the requirements of
the Central Government as well as with the work. With these
points in view, we, therefore, rccommended the appointment of a
number of the members of the Ministry interested in accounting
and the Chief Accountants of the different railways as members of
the Commission, with the hope that local practices of the railways
and the requirements of the Central Government may both receive

( 10 )
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their due attention.

In order to enable these men of the Ministry to get a clear
insight of local conditions so as to understand and appreciate the
local accounting problems of the railways, we first of all sent two
of the members to each one of the railways to make a thorough
investigating of the organization and working of the railways. In
so far as Japan is our neighbour with a similar language, and has
perhaps, gone through similar difficulties in adopting and unifying
her railway accounting system, her experience was, therefore, to be
of value to us. So we also sent two members, versed in Japanese,
to make. a study of the organization and working of the South
Manchurian Railway.

To take advantage of the experience of cther countries, we
also engaged Dr. Henry C. Adams, the Expert in Charge of

( 11 )



M BB MR & RIRA B PR
AEVE R S B PR b B i 1 2 B W)
M A RR AR B A 2T
BUEA N SRRSO —: 5 58
-, JETSENE A B A RERE S HEAT L I I [ R
TR E b i s L B Ll
LS Z O AR 4R 2 BRI IR v 37, 2 B A,
B e N 2 W R4 B R IREE % 2 15 BB
~@%ﬁ&?ﬂmuﬁﬁ%~ﬁwﬁﬁ$4
EATRE ﬁ¢ﬁwﬁ BB P RE R

Railway Accounts and Statistics of the United States Government,
as Adviser, so as to get the benefit of both Scientific and inde-
pendent guidance.

After these preparatory works were done, the Commission
began its first formal meeting in October 1913. It has had three
Sessions, having held more than seventy meetings. Gradually the
difficulties have become less. The discussions in the meetings
have been marked with harmony and co-opzration and the work
has been progressing with great rapidity.

It is well know that one of the most important part of railway
management, is railway finance, that the key to railway finance
is railways accounting, and that the essential part of sound railway
accounting is a proper classification of all incomes and outgoings of
the railway. The railway business being so extensive, multifarious
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and complicated in nature, it is only by a proper classification of
all its expenses and revenue that the management may be able to
get hold of the situation and to develop the property properly. By
the guidance and proper enforcement of a good system of classifica-
tions, the management can compare the few headings of ex-
penditures and the few figures of revenue in deciding its policy
and practice.

Since there were many new railways under construction and
that these railways were in need of more adequate classification or
rules to guide them in their allocation of their construction expendi-
tures, the first question taken up was the classification of capital
expenditures, with the hope these new roads may adopt these
uniform classifications before they go too far, thus saving the trouble
of re-arranging their accounts later.

By taking local conditions into constant consideration and by
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careful examination of practices abroad, the Commission has
drafted the Classifications of Capital Expenditures. This is divided
into two parts, the first one covers construction accounts and the
second deals with financial accounts. Special emphasis has been
made to make these classifications practicable and suitable to our
conditions; and to allocate the expenditures in such a simple and
systematic manner as to enable thz Government or the railway
managements to see at_a glance the cost of the different principal
features of the property.

This new classification besides Dbringing about uniformity
which itself is a very important thing, will enable the Government
to see at a glance the different classes of expenditures in a scientific
manner, and will also enable the Government to know what and

how each railway costs her, We may appreciate the importance
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of so recording such costs by seeing the disadvantages which have
resulted from the lack of such records in other countries. For
instance, the United States failed to unify her railways accounts
early enough, and this delay is now costing her some 30 to 40°

million dollars in her effort to find out the value of her railways.

. China also had some similar experiecnce, although on a much

smaller scale, in that in the absence of adequate accounts she finds
considerable difficulty to fix the prices of private railways, which
she tries to purchase back from the Companies. In fact the principal
cause of the failure of our private railways and big business in
general, is the lack of proper accounting. By adopting and enforcing
a uniform classification at this stage of our railway development
we may avoid similar disadvantages.

In the course of our effort to unify the accounts we found many
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