AV 55 it & 2

' 3 AL R EHEB Promulgated by: State Council

® Afi H # : 2000.06.21 Promulgation Date: 2000.06.21

A % H # : 2001.01.01 Effective Date: 2001.01.01

B % o IATHR Validity Status: valid

X =2 S ] Document No.: Order No. 287 of the State Council
Nt5 of the People’s Republic of China

A\ [ 46 4 56508 Regulations on Financial and Accounting Reports of
&= N HES TR

Enterprises

5
Order No. 287 of the State Council of the People's Republic of
China
BLAAE (Al 55 2 ik 1l 5%
By , E20014E1 H 1 H EiifT. Promulgated 21 June 2000, to Take Effect from 1 January 2001

Ei3

H R

—OO0O0#FENH=t+—H

ANV i i 2% 45

#s—= A CHAPTER | — GENERAL PRINCIPLES

Article 1. These Regulations are formulated in accordance with
B T A % -

the Accounting Law of the People's Republic of China in order to
THR i, PRIEM Sk & I F L standardize the financial and accounting reports of enterprises,

and to ensure the veracity and completeness of financial and
L, RUR (A RIERIE S _ Y P

accounting reports.
L), HlEAZG.

Article 2. Enterprises (including companies, also hereinafter) shall
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abide by these Regulations when drawing up and providing
) G il R0 AP A AR 25 221435, external financial and accounting reports.
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"Financial and accounting reports" in these Regulations means
documents of an enterprise provided externally that reflects the
financial situation of the enterprise over a specified period and the

business results and cash flow over a particular accounting period.

Article 3. An enterprise must not draw up and provide externally a
financial and accounting report that is false or that conceals

important facts.

The person in charge of an enterprise is responsible for the
veracity and completeness of the financial and accounting reports

of the enterprise.

Article 4. No organization or individual may incite, instruct, compel
or order an enterprise to draw up and provide externally false
financial and accounting reports or reports that conceal important

facts.

Article 5. A registered accountant or accounting firm shall carry
out the auditing of the financial and accounting reports of an
enterprise in accordance with relevant laws and administrative
rules and regulations together with the industry rules and
regulations of registered accountants, and shall be responsible for

the audit report that the accountant or accounting firm produces.

CHAPTER Il — COMPONENTS OF FINANCIAL AND
ACCOUNTING REPORTS

Article 6. Financial and accounting reports are divided into yearly,

halfClyearly, quarterly and monthly financial and accounting
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reports.

Article 7. Yearly and halflClyearly financial and accounting reports
shall include:

(1) accounting statements;

(2) annotations to accounting statements;

(3) an explanation of the financial situation.

Accounting statements shall include assets and liability
statements, profit statements, cash flow statements and

corresponding attachments.

Article 8. Quarterly and monthly financial and accounting reports
usually refer to accounting statements. The accounting statements
shall include at least assets and liability statements and profit
statements. Where the regulations of the unified state accounting
system stipulate that quarterly and monthly financial and
accounting reports require annotations to accounting statements to

be drawn up, those regulations shall be followed.

Article 9. An assets and liability statement is a statement that
reflects the financial situation of an enterprise over a specified
period. An assets and liability statement shall list each item
separately according to the classification of assets, liabilities or
ownership rights (or "shareholder rights", also hereinafter). The
definition and listing of assets, liabilities and ownership rights shall

adhere to the following provisions:
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(1) "Assets" means the resources obtained from past transactions
and events, which are possessed or controlled by the enterprise.
These resources are expected to bring economic benefits to the
enterprise concerned. Assets on an assets and liability statement
shall be classified and listed separately according to their liquidity,
including floating assets, longiterm investment, fixed assets,
intangible assets and other assets. Where the assets of banks,
insurance companies and nonlJbank financial institutions have
particular characteristics, each item shall be classified and listed

separately according to its characteristics.

(2) "Liabilities" means present obligations formed from past
transactions and events, and the economic benefits that are
expected to flow out from the enterprise in order to fulfil those
obligations. Liabilities on an assets and liability statement shall be
classified and listed separately according to their liquidity, and
include floating liabilities and long[Iterm liabilities, etc. Where the
liabilities of banks, insurance companies and non(Ibank financial
institutions have particular characteristics, each item shall be

classified and listed separately according to its characteristics.

(3) "Ownership rights" means economic benefits that an owner
enjoys in the assets of an enterprise. The value of the benefit is the
surplus after the liabilities of the enterprise are subtracted from its
assets. Ownership rights on an assets and liability statement shall
be listed separately according to capital actually received
(including capital stock), capital public reserve funds, net profit

public reserve funds and undistributed profits.
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Article 10. A profit statement is a statement that reflects the
business achievements of an enterprise over a particular
accounting period. Each item in a profit statement shall be
classified and listed separately according to each kind of income
and expense together with the various items that constitute profit.
The definition and listing of income, expenses and profit shall

adhere to the following provisions:

(1) "Income" means the total incoming economic benefit of an
enterprise from its day[itollday activities such as selling goods,
supplying labour and offering the right to use the assets of the
enterprise. Income does not include funds received on behalf of
third parties or clients. Income on a profit statement shall be listed

separately according its importance.

(2) "Expenses" means outgoing economic benefits that occur in
the course of an enterprise's day[tol1day activities such as selling
goods and supplying labour. Expenses on a profit statement shall

be listed separately according to their nature.

(3) "Profit" means the business achievements of an enterprise over
a particular accounting period. Profit on a profit statement shall be
listed separately according to the components of the profit, such as

business profit, gross profit and net profit.
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Article 11. A cash flow statement is a statement that reflects the
incoming and outgoing cash and articles equivalent to cash
(hereafter "cash") of an enterprise over a particular accounting
period. A cash flow statement shall classify and list separately
cash flow according to business activities, investment activities and
fund raising activities. The definition and listing of business
activities, investment activities and fund raising activities shall

adhere to the following provisions:

(1) "Business activities" means all transactions and events of an
enterprise other than investment activities and fund raising
activities. The cash flow of business activities on a cash flow
statement shall be listed separately according to the characteristics
of incoming and outgoing cash flow of the business activities; the
business activities of banks, insurance companies and non(Jbank
financial institutions shall be listed separately according to the

special features of the business activities.

(2) "Investment activities" means the purchase and building up by
an enterprise of longllterm assets and shall not include investment
in articles equivalent to cash and associated activities. The cash
flow of investment activities on a cash flow statement shall be
listed separately according to the characteristics of the incoming

and outgoing cash of the investment activity.

(3) "Fund raising activities" means activities that cause a change to
the scope and constitution of the capital and liabilities of an
enterprise. The cash flow of fund raising activities on a cash flow
statement shall be listed separately according to the characteristics

of the incoming and outgoing cash of the investment activity.
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Article 12. Corresponding attachments are supplementary
statements that reflect the financial situation, business
achievements and cash flow of an enterprise, and mainly include a
distribution of profits statement together with other attachments

stipulated by the unified state accounting system.

A profits distribution statement is a statement that reflects the
distribution of net profits realized over a particular accounting
period together with undistributed profits or the making up of
losses from the previous year of an enterprise. A profit distribution
statement shall classify and list separately each item of profit

distribution.

Article 13. Yearly and half(lyearly accounting reports shall reflect
comparative data of at least two (2) years or two (2) interrelated

periods.

Article 14. "Annotations to accounting statements" means
explanations of the foundation, basis, principles and method
behind the statement's formulation together with the main items of
the report in order to assist the user of an accounting statement to

understand the content of the accounting statement. Annotations
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to accounting statements shall include at least the following:

(1) an explanation of a hypothesis that does not accord with basic

accounting;

(2) important accounting policies and accounting estimates
together with the circumstances and reasons for any alteration,
and the effect of such alteration on the financial situation and

business achievements;

(3) an explanation of possible matters and matters that occur after

the making of the assets and liability statement;

(4) an explanation of the relationship with related parties together

with any transactions with those parties;

(5) the transfer of major assets and the circumstances of sale;

(6) any merger or division of the enterprise;

(7) major investment and financing activities;

(8) detailed information of important matters in the accounting

statement;

(9) other matters that require explanation in order to assist in

understanding and analyzing the accounting report.
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Article 15. A financial status explanation shall explain at least the

following matters:

(1) the basic situation of the enterprise's production and operation;

(2) the situation of profit realization and distribution;

(3) the circumstances of increase, decrease and flow of funds;

(4) other matters that have a major effect on an enterprise's

financial status, business achievements and cash flow.

CHAPTER Ill — THE FORMULATION OF FINANCIAL AND
ACCOUNTING REPORTS

Article 16. At the end of the year an enterprise shall draw up a
yearly financial and accounting report. Where an enterprise is
required by regulations of the unified state accounting system to
draw up halflJyearly, quarterly and monthly financial and

accounting reports, those regulations shall be followed.

Article 17. A financial and accounting report of an enterprise shall
be drawn up according to information such as actual transactions
and events together with complete and correct account records. It
shall also adopt the foundation, basis, principles and method of
formulation required by the regulations of the unified state

accounting system.

An enterprise must not violate the provisions of these Regulations

and the regulations of the unified state accounting system, or
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arbitrarily change the foundation, basis, principles and method

behind the formulation of the financial and accounting report.

No organization or individual may incite, instruct, compel or order
an enterprise to violate the provisions of these Regulations and the
regulations of the unified state accounting system, or change the
foundation, basis, principles and method behind the formulation of

the financial and accounting report.

Article 18. An enterprise shall, in accordance with these
Regulations and the regulations of the unified state accounting
system, carry out reasonable confirmation and calculations with
respect to each essential accounting component of the accounting
report, and must not arbitrarily change the standards for

confirmation and calculation of the essential accounting factors.

Article 19. An enterprise shall carry out account settlement on the
account settlement day stipulated by relevant laws, administrative
rules and regulations and these Regulations, and must not perform
account settlement before or after that day. The annual account
settlement day is 31 December of every Gregorian calendar year;
the account settlement day for halfllyears, quarters and months is

the last day of each halflJyear, quarter and month respectively.
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Article 20. Before an enterprise draws up a yearly financial and
accounting report, it shall verify its assets and liabilities completely

in accordance with the following provisions:

(1) settlement of accounts, including determining whether or not
accounts payable, accounts receivable or funds for tax purposes
exist, and whether or not the liabilities and credits are consistent

with the corresponding debtors and creditors;

(2) determining whether or not the actual value of stock, such as
raw materials, products being produced, semi’imanufactured
products and inventoried goods, is consistent with the value of the
stock on the books, and whether or not there are reported

write[loffs or an overstock;

(3) determining whether or not each investment exists, and
whether or not confirmation and calculations are carried out with
respect to gains from investments in accordance with the

regulations of the unified state accounting system;

(4) determining whether or not the actual number of fixed asset
items, such as houses and buildings, machinery and equipment,
and transportation vehicles, is consistent with the value of the

assets on the books;

(5) determining whether or not the actual cost of projects under

construction is consistent with the records in the books;

(6) other content required for examination and verification.

An enterprise completing the examination and verification specified
in the preceding paragraphs shall verify whether or not the actual
amount of property and assets accords with the amount on the
books, the circumstances and the reason for any account being in
arrears, the actual situation with respect to the storage of
materials, whether or not each investment has achieved its
projected objective, and the situation with respect to the use of
fixed assets and the maintenance condition of the fixed assets.

After examination and verification, an enterprise shall report the
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results of the examination and verification together with its method
of handling any problems to the board of directors of the enterprise
or a corresponding body. Corresponding accounting treatment
shall then be carried out in accordance with the regulations of the

unified state accounting system.

An enterprise shall, in the middle of the year, carry out random
checks, alternating checks or scheduled checks for key property,
assets and settled accounts of the enterprise in accordance with

the specific situation.

Article 21. Before drawing up a financial and accounting report, an
enterprise shall, in addition to a complete examination of assets

and verification of liabilities, complete the following tasks:

(1) verify whether or not the accounting records are consistent with
the content and amounts in the accounting evidence, and whether

or not the directions of the records match;

(2) carry out account settlement in accordance with the account
settlement day stipulated in these Regulations, settle surplus
amounts and discrepancies in the relevant accounting ledgers, and

verify surplus amounts between each accounting ledger;

(3) check whether or not the corresponding accounting calculation
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is carried out in accordance with the regulations of the unified state

accounting system;

(4) with respect to transactions and events for which the unified
state accounting system does not stipulate a unified method of
examination and calculation, check whether or not confirmation
and calculations are carried out in accordance with the general
principles for accounting examination and calculation, and whether
or not the corresponding accounts are handled in a reasonable

manner;

(5) check whether or not there are items from previous periods or
the present period that require readjustment on account of an

accounting mistake or a change in accounting policy.

Where a mistake appears from the tasks stipulated in the
preceding paragraphs, the matter shall be handled in accordance

with the regulations of the unified state accounting system.

Article 22. When an enterprise draws up a yearly or halfllyearly
financial and accounting report and finds changes in assets or
liabilities during the examination and verification, confirmation and
calculations shall be carried out in accordance with the standards
for confirmation and calculation of assets and liabilities, and the
corresponding accounting shall be carried out in accordance with

the regulations of the unified state accounting system.
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Article 23. An enterprise shall, in accordance with the form and
content of the accounting statements contained in the regulations
of the unified state accounting system, draw up accounting
statements according to accounting ledgers and records that are
complete and contain no mistakes, and other relevant information.
The accounting statements must be complete in content, accurate
in figures and correct in calculation, and must not leave out or

arbitrarily accept and reject items.

Article 24. Related figures among accounting statements and
each item within an accounting statement shall accord with each
other; related figures in accounting statements for the present

period and previous periods shall correspond with each other.

Article 25. Annotations to accounting statements and explanations
of the financial situation shall accord with these Regulations and
the regulations of the unified state accounting system, and matters
that require explanation in accounting statements shall be

explained accurately, completely and clearly.

Article 26. Where a merger or division occurs with respect to an
enterprise, it shall draw up a corresponding financial and
accounting report in accordance with the regulations of the unified

state accounting system.
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Article 27. Where an enterprise ceases operations, it shall, in
accordance with the requirements of drawing up a yearly financial
and accounting report, examine and verify all assets and liabilities
and carry out account settlement at the time of ceasing operations,
and draw up a financial and accounting report; during liquidation,
an enterprise shall draw up a financial and accounting report of the
liquidation period in accordance with the regulations of the unified

state accounting system.

Article 28. Where an enterprise group requires a combined
accounting statement to be drawn up in accordance with the
regulations of the unified state accounting system, the parent
company shall, in addition to drawing up its separate accounting
statement, also draw up a combined accounting statement for the

enterprise group.

A "combined accounting statement for the enterprise group"
means an accounting statement that reflects the financial situation,
business achievements and cash flow of the enterprise group as a

whole.

CHAPTER IV — THE EXTERNAL PROVISION OF FINANCIAL
AND ACCOUNTING REPORTS

Article 29. The accounting information reflected in a financial and
accounting report that is provided externally shall be accurate and

complete.

Article 30. An enterprise shall promptly provide financial and
accounting reports externally in accordance with laws,
administrative rules and regulations and the regulations of the

unified state accounting system that relate to time limits for the
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provision of financial and accounting reports.

Article 31. A financial and accounting report provided externally by
an enterprise shall have its pages numbered, have a front cover,
be bound and have the company seal affixed. On the cover there
shall appear the name, unified enterprise code number,
organizational form and address of the enterprise, the years or
months covered by the statements and the date of the report, and
it shall be signed and sealed by the person in charge of the
enterprise and a person in charge of the enterprise's accounting
work and a responsible person of the accounting organization (the
person in charge of accounting); where an enterprise has
appointed a chief accountant, the report shall also be signed and

sealed by the chief accountant.

Article 32. An enterprise shall provide financial and accounting
reports to investors in accordance with the provisions of the

enterprise's constitution.

Largellscale key state[lowned enterprises and key stateJowned
financial institutions for which a supervising council has been
dispatched by the State Council, and state[Towned enterprises for
which a supervising council has been dispatched by the provincial,
autonomous region or centrally administered municipality people's
government shall provide financial and accounting reports to the

supervising council on schedule in accordance with law.

Article 33. Where a relevant department or organization requires
an enterprise to provide financial and accounting reports and other

relevant data either in part or in full in accordance with laws or
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administrative rules and regulations or the regulations of the State
Council, it shall show the basis for its request to the enterprise and
must not ask the enterprise to alter the accounting specifications of

the data relevant to the financial and accounting reports.

Article 34. No organization or individual may require an enterprise
to provide financial and accounting reports and other relevant data
either in part or in full other than in accordance with laws or

administrative rules and regulations or the regulations of the State

Council.

Where an enterprise is requested to provide financial and
accounting reports and other relevant data either in part or in full in
violation of these Regulations, the enterprise has the right to refuse

such a request.

Article 35. State[Jowned enterprises and enterprises which are
controlled by the State or enterprises where the State occupies a
dominant position shall release a financial and accounting report at
least once a year to a meeting of employees' representatives, and

shall explain the report with emphasis on the following matters:

(1) it shall reflect information that is closely related to the interests
of the employees, including: the breakJdown of management
expenses, the provision, use and surplus of the salary and welfare
benefits of enterprise management personnel and the salary and
welfare benefits expenses for employees, the collection and use of
public reserve funds, the distribution of profits and other

information related to the interests of the employees;

(2) issues discovered by internal auditing and the rectification of
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those issues;

(3) the circumstances of auditing by a registered accountant;

(4) issues discovered by a state auditing organization and the
rectification of those issues;

(5) an explanation of major decisions relating to investment,
financing and the enterprise's handling of assets together with

reasons for the decisions;

(6) other important matters that require explanation.

Article 36. The foundation, basis, principles and method behind

the formulation of each financial and accounting report provided by
an enterprise to various parties in accordance with the Regulations
shall be consistent. Financial and accounting reports with different

foundations, bases, principles and methods must not be provided.

Article 37. Where a financial and accounting report must be

audited by a registered accountant, the enterprise shall attach the
audit report produced by the registered accountant and his or her
accounting firm to the financial and accounting report and provide

both reports externally.
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Article 38. Where an organization or individual receives an
enterprise's financial and accounting report before the report has
been officially released, the organization or individual shall keep

the contents of the report confidential.

CHAPTER V — LEGAL LIABILITY

Article 39. Where one of the following acts occurs in violation of
the provisions of these Regulations, rectification within a limited
time shall be ordered by the finance department of the people's
government at county level or above, and a fine of an amount
greater than 3,000 yuan and less than 50,000 yuan may be
imposed on the enterprise; a fine of an amount greater than 2,000
yuan and less than 20,000 yuan may be imposed on the person in
charge who is directly responsible and other personnel who are
directly responsible; where state workers are involved,
administrative action or disciplinary action may be imposed in
accordance with law:

(1) arbitrarily changing the standards for confirmation and

calculation of essential accounting factors;

(2) arbitrarily changing the foundation, basis, principles and

method behind the formulation of financial and accounting reports;

(3) performing account settlement before or after the account

settlement day;

(4) not verifying assets and liabilities completely in accordance with
the provisions of these Regulations before drawing up an annual

financial and accounting report;

(5) refusing to allow supervision and examination, in accordance

with law, of a financial and accounting report by the finance
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department or other relevant department, or providing details of
relevant circumstances other than in strict accordance with the
facts.

Where accounting personnel commit one of the acts in the
preceding paragraphs and the circumstances are serious, the
qualifications and certification to engage in accounting work shall
be cancelled by the finance department of the people's

government at county level or above.

Article 40. Where an enterprise draws up and provides externally
a financial and accounting report that is false or that conceals
important facts and a crime is committed thereby, an investigation

into criminal liability shall be pursued in accordance with law.

Where a crime is not committed by the act in the preceding
paragraph, a notice shall be circulated by the finance department
of the people's government at county level or above and a fine
greater than 5,000 yuan and less than 100,000 yuan may be
imposed; a fine of an amount greater than 3,000 yuan and less
than 50,000 yuan may be imposed on the person in charge who is
directly responsible and other personnel who are directly
responsible; where state workers are involved, administrative
action or disciplinary action ranging from loss of position to
complete dismissal may additionally be imposed in accordance

with law; where accounting personnel are involved and the
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circumstances are serious, the qualifications and certification to
engage in accounting work shall be cancelled by the finance

department of the people's government at county level or above.

Article 41. Where an organization or individual incites, instructs,
compels or orders accounting personnel or other personnel to
draw up and provide externally false financial and accounting
reports or reports that conceal important facts, or an organization
or individual conceals or intentionally destroys a financial and
accounting report that shall be kept in accordance with law, and a
crime is committed thereby, an investigation into criminal liability
shall be pursued in accordance with law; where the conduct does
not constitute a crime, a fine of an amount greater than 5,000 yuan
and less than 50,000 yuan may be imposed; where state workers
are involved, administrative action or disciplinary action including
demotion, loss of position or complete dismissal may additionally

be imposed in accordance with law.

Article 42. Where an enterprise is requested to provide financial
and accounting reports and other relevant data either in part or in
full in violation of the provisions of these Regulations, rectification
shall be ordered by the people's government at county level or

above.

Article 43. Where the provisions of these Regulations and the
provisions of other laws and administrative rules and regulations
are violated simultaneously, penalties shall be imposed by relevant
departments within the scope of their respective duties and

authority in accordance with law.
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CHAPTER VI — SUPPLEMENTARY PROVISIONS

Article 44. The finance department of the State Council may, in
accordance with the provisions of these Regulations, formulate
specific measures for drawing up and reporting financial and
accounting reports.

Article 45. Measures for the drawing up and external provision of
financial and accounting reports of smallliscale enterprises that do
not seek public funds shall be formulated separately by the finance
department of the State Council in accordance with the principles

of these Regulations.

Article 46. These Regulations come into effect from 1 January
2001.
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