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The current accounting practice for business combination in China still permits using
pooling of interests method. Given that the International Financial Reporting Standards
(IFRS) as well as accounting standards in most western countries have adopted rules that
make the purchase method accounting the only acceptable method for all business combina-
tions and that China is willing to come into line with international accounting standards, it
is very likely that the accounting standard for business combination in China will follow
IFRS in near future and prohibit the use of pooling of interest method. In order for the
purchase method to be implemented in a business combination through exchange of stocks,
it is necessary to measure the acquisition cost for the acquirer. Under the current economic
environment whereas common stock in most listed companies have been divided into
marketable and unmarketable, there may not be able to accurately measure those state-
owned stocks that are unmarketable and there is no sound basis for evaluation. A more
realistic alterative would be that to evaluate state-owned stock on its net assets per share

and adjust the acquisition cost as to result in no goodwill.
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