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Foreword 2

Foreword

The Chinese Institute of Certified Public Accountants (CICPA) puts much emphasis on the regula-
tion of certified public accountants in China. From 1994 to 1999, we issued 35 standards including

the China’s Independent Auditing Standards, General Standard on Professional Ethics, General Standard
on Quality Control and General Standard on Continuing Professional Education. All these standards were
approved by the Ministry of Finance and they became effective from 1 January 1996, 1 January 1997 and
1 July 1999 respectively. As such, the regulatory framework of professional standards for the certified
public accountants in China has been established basically. In particular, the continuous pronouncement
of the Independent Auditing Standards has greatly helped to regulate the practice of the certified public
accountants, enhance their professional standard, protect public interests and the legal rights of both in-
vestors and certified public accountants, as well as promote the healthy development of the socialist mar-

ket economy.

Huge support from senior officials of the Ministry of Finance, strenuous efforts of the Advisory Group of
Foreign Experts, the Advisory Group of Domestic Experts and the CIASs Group together with the good
co-operation from the Hong Kong Society of Accountants (HKSA) accounted for the remarkable accom-
plishment of the CICPA in building up a regulatory system for the certified public accountants in China.
Outstanding accounting experts, with broad knowledge and rich experience in the field, who were nomi-
nated for the Advisory Group of Foreign Experts by the HKSA, had given a lot of useful recommenda-
tions and contributed significantly to the regulatory system for certified public accountants in China. On
behalf of the CICPA, I would like to take this opportunity to extend our gratitude to our counterparts

from the HKSA and the accounting experts from Hong Kong.

This book is jointly translated by the CICPA and the HKSA. Taking the first edition of the China’s In-
dependent Auditing Standards (bilingual version) published in 1997 as a base, this new edition includes
the 9 Specific Independent Auditing Standards and 2 Independent Auditing Practice Pronouncements
which became effective from 1 July 1999. Since its debut, the first edition of the China’s Independent
Auditing Standards (bilingual version) has been well received by readers. It serves as a bridge between
the PRC accountants and the overseas accountants, enabling the latter to have a better understanding of
the China’s Independent Auditing Standards. Once again, experts from both the CICPA and the HKSA
cooperated to achieve great success. Every one of them demonstrated his or her own strengths. Our ex-

perts, with their prudent working attitude, strived to produce a high quality translation for the new ma-
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terials through some very serious, detailed and complicated work. On behalf of the CICPA, I would like
to extend our heartfelt thanks to the joint translation group for their hard work and wish the translation

and publication of this new edition a great success.

Cui Jian Min
President
Chinese Institute of
Certified Public Accountants
October 1999
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Foreword

The Chinese Institute of Certified Public Accountants (CICPA) has issued the third batch of 9 Spe-
cific Independent Auditing Standards and 2 Independent Auditing Practice Pronouncements, which
have taken effect as of 1 July 1999. Issued pursuant to the Law of PRC on Certified Public Accountants,
these 11 statements, together with the earlier two batches of 24 statements, form the framework for
regulating the auditing practices in China. This represents a commitment of the Chinese Government to
improve the quality and standards of CPAs amid her plan to develop a healthy sccialist market economy in
China. In developing these statements, the CICPA has sought to harmonise the standards with interna-

tional practices while taking into account the special conditions in China.

The Hong Kong Society of Accountants co-operated with the CICPA in 1997 in translating the first two
batches of 24 statements into English. Now that the CICPA has issued its third batch of statements, the
Society is pleased to continue its participation in this translation exercise. This publication, containing
the original Chinese text and the English translation of all the 35 statements issued, represents another
achievement of co-operation between the two accountancy bodies in providing a bridge of communication
for non-Chinese readers to gain an insight into the PRC auditing practices. It is believed that our fellow
accountants, translators, financial advisers, legal practitioners and readers of financial statements will
find this publication a good reference. Taking the opportunity, I extend, on behalf of the Hong Kong
Society of Accountants, my gratitude to the experts in the Mainland and Hong Kong for their contribu-

tion in the translation and editing process.

P.M.Kam
President
Hong Kong Society of Accountants
October 1999
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Translator’s Remarks

’I\he Chinese Institute of Certified Public Accountants (CICPA) issued the third batch of China’s In-
dependent Auditing Standards (CIASs) in Frebruary 4, 1999, two years after the promulgation of
the second batch in December 1996. The drafting and finalisation of the third bath of CIASs did not take
place over a short period of time. Instead, the CICPA reviewed the implementation problems of the first
two batches of CIASs and extensively sought comments on the exposure drafts of these CIASs from over-
seas accountancy bodies and accounting firms. Their aim was to harmonise with International Standards
on Auditing taking into account special conditions in China. This clearly demonstrates the CICPA’s prag-

matic approach to the preparation and issuance of the new CIASs.

The promulgation of the third batch of CIASs widened the coverage of the auditing standards in China by
covering most of the major International Standards on Auditing. This not only ensures audit quality, but

also promotes the development of the auditing profession.

Non-Chinese speaking readers have responded warmly to the translation of the first and second batches of
CIASs which took place in April 1997. The translation provides them with a means to gain an under-
standing of China’s professional standards. On behalf of KPMG Hong Kong, it is my honour to once a-
gain be invited by the CICPA and the Hong Kong Society of Accountants to translate the third batch of
CIASs from Chinese into English. In the translation process, we try to maintain a good balance between
the full translation of the Chinese meaning and the use of plain English. Accountants and other profes-

sionals involved in auditing can use the translation as a reference.

Finally, I hope fellow accountants and other readers will give me their comments to improve the accuracy

of the translation.

Aloysius Tse
Chairman, KPMG China
October 1999
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Preface to
Independent Auditing Standards

This preface explains the objectives and structure of
China’s Independent Auditing Standards of the Certified
Public Accountants ( hereinafter “CIASs”) and the pro-
cess of their preparation and issuance, and outlines their
contents, enforcibility and scope of application.

The Chinese Institute of Certified Public Accountants
( “CICPA”) is responsible for the interpretation of this

preface.

I The basis and objectives of the preparation of
the CIASs

1 The CIASs are prepared in accordance with the Law of
PRC on CPAs.
2 Objectives of the preparation of the CIASs are:

2.1 to establish authoritative standards for performing
independent audits, to establish standards on the
practising conduct of Certified Public Accountants
( “CPAs”) and to induce CPAs to maintain inde-
pendence, objectivity and integrity for the pur-
pose of providing attestation and other services;

2.2 to induce accounting firms and CPAs to perform
independent audits in accordance with uniform
practising standards, to improve the quality of
audit work and to improve the quality and stan-
dard of the professional work carried out by
CPAs;

2.3 to define the practising responsibility of CPAs, to
safeguard the public interests of the society, to
protect the legitimate rights of investors and other
interested parties and to promote the healthy de-
velopment of the socialist market economy; and

2.4 to establish practising standards for China’s CPAs
which are compatible to International Standards

on Auditing.

I The structure of the CIASs

1 The CIASs are an important component of the struc-

ture of professional standards for China’s CPAs.

2 The structure of the CIASs consists of the following

three levels;

2.1 The General Independent Auditing Standard The

General Independent Auditing Standard acts as
the overall framework for the CIASs. It covers
the basic requirements of the CPA’s professional
competence, the basic standard of the practising
conduct and the basis on which the Specific Inde-
pendent Auditing Standards, the Practice Pro-
nouncements and the Auditing Guidelines are

prepared.

2.2 Specific Independent Auditing Standards and In-

2.3

dependent Auditing Practice Pronouncements
The Specific Independent Auditing Standards are
prepared based on the General Independent Au-
diting Standard. They are to be applied by CPAs
as the specific standards to be followed when per-
forming audits of a general nature and issuing au-
dit reports.

The Independent Auditing Practice Pronounce-
ments are preparad based on the General Inde-
pendent Auditing Standard. They are to be ap-
plied by CPAs as the specific standards to be fol-
lowed when performing audits and issuing audit
reports of specialised industries or audits for a
special purpose or nature.

Auditing Guidelines

The Auditing Guidelines are prepared based on
the General Independent Auditing Standard, the

Specific Independent Auditing Standards and the
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Practice Pronouncements. They provide CPAs
with operational guidance on applying the Specif-
ic Independent Auditing Standards and the Prac-

tice Pronouncements.

Il Enforcibility of the CIASs

1

It is a statutory requirement for CPAs to follow the
General Independent Auditing Standard, the Specific
Independent Auditing Standards and the Practice Pro-
nouncements when they perform independent audits
and issue audit reports. Accounting firms and CPAs
should comply with these standards and pronounce-
ments when performing all audits specified in article 14
of the Law of PRC on CPAs.

The Auditing Guidelines are detailed guidelines which
CPAs should refer to when performing independent au-

dits and issuing audit reports.
The scope of application of the CIASs

The CIASs are applicable during the entire process of a
CPA’s independent audit.
The CIASs should be observed whenever the CPA per-
forms an independent audit for the purpose of express-
ing an audit opinion, irrespective of whether the entity
is profit-oriented and its size and legal form of organisa-
tion.

In certain circumstances, the CPA may apply the
CIASs in the course of other relevant professional

work.

The persons responsible for preparing and

advising on the preparation of the CIASs

According to article 35 of the Law of PRC on CPAs,
the CICPA is responsible for preparing practising
standards for CPAs. Such practising standards will
become effective upon the approval by the Ministry of
Finance.

The CICPA has set up an CIASs group which is re-

sponsible for drafting the CIASs. This group consists

of a range of experts such as representatives from the

CICPA, accounting firms, research institutes, uni-

versities etc.

The Ministry of Finance has set up an advisory group

which comprises Chinese experts on CIASs. It is re-

sponsible for providing an advisory service during the
preparation and issuance of the CIASs. This group

consists of a range of experts such as representatives

from relevant government departments, accounting
firms, research institutes, universities etc.

The Ministry of Finance has set up an advisory group
which comprises foreign experts on CIASs. It is re-
sponsible for providing an advisory service during the
preparation and issuance of the CIASs. This group
consists of a range of experts such as representatives
from overseas accounting professional bodies, interna-

tional accounting firms etc.

Procedures for the preparation, issuance
and revision of the CIASs

Selection of topics

The CIASs group proposes a list of potential topics on
auditing standards for selection. After discussing these
with the advisory groups of experts and receiving com-
ments from relevant parties, the CIASs group revises
the proposed list. The revised list is then submitted to
the Ministry of Finance for approval.

Drafting

Based on the approved list of topics on auditing stan-
dards, the CIASs group conducts research and studies
and prepares initial drafts. The CICPA solicits com-
ments from the advisory groups of experts and relevant
parties. The CIASs group revises the initial drafts
based on these comments and the CICPA submits the
resulting proposed exposure drafts to the Ministry of
Finance.

Solicitation of comments

The Ministry of Finance issues exposure drafts to solicit
comments extensively from relevant departments, local
branches of the CICPA, accounting firms, research
institutes and universities, etc.

Revision and finalisation

The CIASs group revises the exposure drafts to take ac-
count of feedback from the different parties. The CIC-
PA solicits comments from the advisory groups of ex-
perts and relevant parties and then finalizes the revised
drafts.

Issuance

The Ministry of Finance approves the issuance of the
CIAS:s.

Revisions

The CICPA is responsible for the revisions of the
CIASs and the Ministry of Finance approves the is-

suance of such revisions.
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