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Abstract 

The disclosure of financial report information of enterprises can effectively connect the 
demanders of information with enterprises, and provide the information of enterprises 
to the demanders in an open way. This is the basic requirement of modern enterprise 
management system, because most of Chinese enterprises have implemented the 
professional manager management system, that is, the owners and managers of 
enterprises are different, and the separation of the two rights makes it necessary to 
disclose financial report information to the owners. 
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1. Introduction 

In February 2006, the Ministry of Finance of China issued the Accounting Standards for Business 
Enterprises No.30-Presentation of Financial Statements, which standardized the detailed rules 
for information disclosure of enterprise financial reports. With the development of the capital 
market, the requirements for the transparency and disclosure quality of enterprise financial 
reports are gradually increasing, so the Ministry of Finance revised it again in January 2014 
according to the above situation (Xiaoyu Hu & Qun Wang,2019). The newly revised presentation 
of financial statements provides more details on the content of report disclosure, which not 
only makes the content components of financial report information disclosure clearer, but also 
stipulates that important items of enterprise financial reports must be described in words, so 
that information demanders can understand the report content more intuitively, simply and 
quickly (Grażyna Voss,2019). Therefore, it can be said that at present, the regulations on 
information disclosure of financial reports of Chinese enterprises are detailed, and there are 
certain experiences and achievements in financial information disclosure. Undeniably, on the 
other hand, while enterprises actively disclose financial reports, they can let the outside world 
know the relevant information of enterprises more accurately. Investors can know the business 
situation, the fulfillment of social responsibilities, environmental protection awareness and 
actions and other information through the financial reports of enterprises (James Jianxin Gong, 
2019). Through the disclosed information, they can predict the development prospects and 
trends of enterprises more concretely, comprehensively and scientifically, and can obtain many 
effective information. However, with the in-depth development of the capital market, the range 
of information-related demanders of financial reports is increasing, and the quality and cycle of 
information disclosure are also required to be higher and wider. Compared with western 
developed countries, there are still some shortcomings and gaps in information disclosure in 
China, and there are also some problems in disclosure, which have a profound impact on the 
readability of financial statements and the effectiveness of investors. 
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2. Chinese enterprises basic financial report (information in the 
statements) disclosure problems 

2.1. There is lag and selectivity in information disclosure 

The first is the lag of information disclosure. Stakeholders pay attention to the purpose of 
enterprise financial report information disclosure to make effective decisions, so one of the 
important conditions of enterprise financial report information disclosure is timeliness, which 
is also one of the basic requirements of enterprise financial information disclosure. If the 
disclosure of financial report information lags behind intentionally or unintentionally, the 
lagging information cannot be used as the basis for users' decision-making, but on the contrary, 
it will lead to mistakes in decision-making due to outdated information (James P. Naughton, 
2020). The relevant departments have also made specific requirements and regulations for the 
disclosure cycle of financial reports of enterprises, aiming at ensuring that the information 
obtained by stakeholders is up-to-date, so as to adjust relevant decisions at any time according 
to different financial conditions of enterprises, and ensure that the interests of investors, 
financial institutions, government departments and other relevant individuals and units are not 
damaged (Grażyna Voss,2019). China's "Accounting System for Enterprises" also stipulates that 
the time limit for disclosure of enterprise financial reports is "the semi-annual interim financial 
accounting report shall be prepared and disclosed within 60 days after the end of the first six 
months of each fiscal year, and the annual report shall be prepared and disclosed within four 
months after the end of each fiscal year". However, in practice, the financial information 
disclosure of many enterprises is lagging behind. On the one hand, when accountants make 
financial reports, because of their subjective reasons and different business levels, they bring 
in information processing time and reduce the timeliness of financial report information 
(Junwoo Kim & Sangwan Kim, 2020). 

In fact, it is the selectivity of information disclosure. Some enterprises tend to choose the 
favorable time when disclosing the information of major events. For example, in the capital 
market, many listed companies adopt the principle of seeking advantages and avoiding 
disadvantages when publishing major events, which is actually very unfair to investors or other 
stakeholders. Moreover, because the current system of enterprise financial reporting 
information is not perfect, there is no mandatory requirement for information disclosure in 
some aspects of enterprises, such as information disclosure of corporate social responsibility, 
salary and welfare of internal employees, planning of future development of enterprises, etc 
(Otuya, Sunday & Akporien, Fidelis,2019). The disclosure of such information depends entirely 
on the independent will of enterprise managers, but many managers are unwilling to disclose 
such information or the disclosure is not comprehensive. This selective disclosure of financial 
reporting information also increases the information asymmetry between stakeholders and 
enterprises. 

2.2. The disclosure of information in financial reports is one-sided and single 

The Ministry of Finance of China has stipulated the specific content of information disclosure 
of enterprise financial reports in the "Presentation of Financial Statements" published by the 
Ministry of Finance, and has made detailed regulations and unified disclosure format for some 
items (Xiaoyu Hu & Qun Wang,2019). The purpose of this is to specify the disclosure information 
of enterprise financial reports as detailed as possible, and to restrain the selective index 
disclosure of enterprises. However, on the other hand, under such a regulation, most 
enterprises make standardized disclosure one by one according to the prescribed contents, but 
few of them combine their own characteristics to make personalized information disclosure 
according to their own differences and the characteristics of other enterprises of the same type 
(Yongmoo Suh,2020). Moreover, at present, the disclosure of financial reports of Chinese 
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enterprises is not comprehensive, mainly in the form of capital, and almost no other non-
financial information is mentioned. Such information is one-sided, and can not fully reflect the 
business development of enterprises. A perfect financial report contains many contents, which 
should not only show the sales, assets, profits and liabilities of enterprises, but provide more 
informative financial reports according to the requirements of different relevant departments 
(Teri Lombardi Yohn, 2020). For example, the tax department will ask for tax information, the 
industrial and commercial department will need to know its operating status, financial 
institutions will need to know its income level and repayment ability, potential investors will 
care about its social responsibility, and high-tech talents will care about the culture and welfare 
of enterprises. In addition, environmental protection departments and social security 
departments have different requirements for information. Especially in small and medium-
sized enterprises, due to the limitations of their development, the main purpose is to pursue 
economic benefits, and they are very lacking in fulfilling their social responsibilities. Therefore, 
on the whole, the oneness of enterprise financial report information at the present stage is far 
from meeting the requirements of relevant units and individuals for information disclosure. Of 
course, personalized information disclosure has higher requirements for enterprises, but 
relevant departments can give appropriate guidance and encouragement, because personalized 
information disclosure will have more reference value and significance for information 
demanders (Chao Yan,2019). 

2.3. The financial reports information are false 

The false information in financial reports is largely caused by the imperfect system and weak 
legal awareness of enterprises in the early stage of development. In the process of enterprise 
development, many financial managers have low professional level and do not know enough 
about the positive impact of disclosure on enterprises. Therefore, in the process of financial 
information disclosure, for the sake of enterprises or their own economic interests, there are 
phenomena such as false reports, intentional delays, etc., which deceive the relevant units or 
individuals and make the financial report information not accurately reflect the actual 
operation and management level of enterprises, which not only adversely affects the correct 
decision-making of investors, but also indirectly damages their interests (Xiaoyu Hu & Qun 
Wang, 2019). 

3. Chinese enterprises' financial report problems in off-balance sheet 
information disclosure 

In China, more and more attention has been paid to the disclosure of off-balance sheet 
information. The new information disclosure regulations for listed companies introduced by 
the Ministry of Finance, such as the Disclosure of Related Party Relations and Transactions, 
Events after the Balance Sheet Date and other standards, have begun to pay attention to the 
disclosure of off-balance sheet information (Yue Chen, Lingxiang Li & Peng Wang,2015). But at 
the same time, it is undeniable that there are still many problems in the disclosure of off-balance 
sheet information of Chinese enterprises, which are mainly manifested in the following aspects: 

3.1. The disclosure of off-balance sheet information is not sufficient 

Inadequate disclosure of off-balance sheet information is a common problem in many 
enterprises' financial report information disclosure. Inadequate disclosure of some important 
matters, important projects, corporate social responsibility related information and so on often 
occurs. For example, it's difficult to choose when disclosing matters related to business secrets 
of enterprises, subjective timing when disclosing information related to interests of enterprises, 
insufficient disclosure of important project information, and relative lack of information 
disclosure related to social responsibilities, all of which are manifestations of insufficient 



Volume 1 Issue 12, 2020 

DOI: 10.6981/FEM.202012_1(12).0031 

206 

Frontiers in Economics and Management 

ISSN: 2692-7608 

disclosure of off-balance sheet information (Teri Lombardi Yohn,2020). The concrete 
manifestation is insufficient disclosure of forward-looking information. The current regulations 
on information disclosure of basic financial reports basically refer to the disclosure of three 
major statements, namely, balance sheet, income statement and cash flow statement, while the 
disclosure of information outside the financial report table is a further supplement to financial 
report information, including schedules of financial statements, audit reports of enterprises, 
notes to statements, etc (Chao Yan,2019). However, these two statements rarely involve the 
disclosure of forward-looking information of enterprises In addition, the forward-looking 
information of enterprises also includes the information of brand culture shaping, industrial 
structure adjustment planning, technology research and development innovation and so on. 
These forward-looking information are important factors to help stakeholders accurately judge 
the development prospects, trends and dynamics of enterprises, and these information are just 
the missing parts in the off-balance sheet information disclosure of financial reports, so the 
deficiency of forward-looking information disclosure of enterprises is also the deficiency of 
information disclosure of basic financial reports of enterprises (Teri Lombardi Yohn,2020). 

3.2. The information conveyed by off-balance sheet information is false 

As mentioned earlier, the provisions of off-balance sheet information are relatively broad, and 
enterprises have strong autonomy and arbitrariness when using them. Therefore, many 
enterprises take advantage of these characteristics of off-balance sheet information to include 
some negative information of enterprises in the notes of off-balance sheet information, which 
only stays in an understatement description without specific numerical quantification (Yue 
Chen, Lingxiang Li & Peng Wang, 2015). Moreover, many enterprises take advantage of the 
looseness of off-balance sheet information disclosure provisions in the Accounting Standards 
for Business Enterprises, such as no uniform standard requirements and no specific time 
requirements. 

4. Conclusion 

To sum up, although investors know the business situation, social responsibility performance, 
environmental protection awareness and actions and other information through the financial 
reports of enterprises, they can have a more specific, comprehensive and scientific prediction 
of the development prospects and trends of enterprises through the disclosed information, thus 
obtaining a lot of effective information. However, there are some problems in the disclosure of 
basic financial reports (information in the table) of Chinese enterprises, such as lag and 
selectivity in information disclosure, one-sided and single disclosure information in financial 
reports and falsehood in financial report information; There are some problems in the off-
balance sheet information disclosure of Chinese enterprises' financial reports, such as 
insufficient disclosure of off-balance sheet information, false information transmitted by off-
balance sheet information, which greatly affects the information transmission of financial 
statements and its effectiveness to investors. 
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