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Abstract

The China’s current accounting standard for leasing recognizes two types
of lease-finance leases and operating leases and stipulates totally different
accounting practices for them. At the start of the finance lease, the lessee should
include the leased asset as a non-current asset and the obligation to pay rentals
as a liability. The gap between the leased asset and the rentals should be
recorded as un-recognized finance charges. The paper compares China’s
accounting standard for leasing with International accounting standard
17--leasing (revised) and refers to the current debate about the future of lease
accounting in international accounting sector. Then the paper discusses the
deficiencies in China’s accounting standard for leasing by the case study. In the
end, the paper proposes some suggestions to China’s current accounting
standard for leasing.

The paper includes four chapters as follows:

Chapter 1: Definition and importance of Lease. This chapter introduces the
definition, classes and function of lease, reviews the developing course of lease
sector in China and the reasons to it, and expects the future of China’s lease
sector.

Chapter 2: Comparison between China’s accounting standard for leasing
with IAS17. The chapter introduces the history of China’s lease accounting and
compares the China’s accounting standard for leasing with IAS17.

Chapter 3: Case study. This chapter analyzes the rationality of accounting
recording for a leased asset of a public company. Then this chapter analyzes the
difference between the different financial statements resulted from different
classification of leasing contract.

Chapter 4: The future of leases accounting and suggestion to China’s
accounting standard for leasing. The chapter introduces the current debate about
the future of lease accounting in international accounting sector and proposes
some suggestions to China’s current accounting standard for leasing.
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