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Abstract

In the environment of Socialistic Marketing System, the
key topic we face is how to set up appropriate Audit Legal
Syetem to satisfy the need of Open — Reform Policy and social-
istic modernization construction. The study in this field is lack
of experience because of the later development of Modern Audit
System in China. Now, it is necessary to research this topic
deeply and systematically, try to clarify the advantage and dis-
advantage of current Chinese Audit Legal System, and con-
tribute to the development of Audit Legal System, Ecnomics
Legal Framework, and Law Study.

Except the foreword and conclusion, this paper uses 7.
chapters to discuss the following topics:

1. Audit and Audit System. This part will discuss the na-
ture and characteristics of audit and governmental audit, the in-
terrelationship between Audit System and Political System.
This paper also puts forward a new concept, that is “Audit is

one of the Basic Political System of State”, this concept pre-



sents the necessity and non — replaceability of Audit Legal Sys-
tem in the process of Socialistic Marketing System develop-
ment.

2. The nature, establishment and development of Audit
Law. This part will discuss the Audit Law in as;pects of its im-
plication, function, the objective law of its establishment and
development. Based on the comparation between internal and
external Audit Law, the paper puts forward several questions
that should be paid attention to, such as Audit System, Audit
Responsibility, Audit Power, Audit liability and Audit Risk,
Audit Standards.

3. Audit System. This part will discuss four major models
of current governmental audit system — Legislative, Justiciary,
Administrative and Independent, as well as the characteristics
of these models. It will evaluate and analysis the current status
of Chinese Audit System and its strength and weakness, raise
the basic thought on how to re — establish Chinese Audit Sys-
tem: transform from current Administrative Model to Legisla-
tive Model, set up Audit Court which on the same level as
Supreme Court and Supreme Inspection Court, and the Audit
Court will report to Peoples’ Congress or the council of Peo-
ples’ Congress directly, so as to provide pure independence of
audit institutions.

4. Audit Responsibility. This part will discuss how to de-
velop budget — implementation audit, in the consideration of
transformation key area of audit from SOE Audit to Public Fi-

nance Audit. This paper try to express whether we can define
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the responsibility of audit clearly, will influence the role of au-
dit supervision, and also give relevant solution for this topic:
highlight budget — implementation audit, explore Performance
Audit positively, regularize Accountability Audit, reform man-
agement system of Internal Audit, and strengthen the review of
CPA Audit.

5. Audit power. This part will discuss that because of the
limitation of present audit legal system, there is conflict be-
tween audit administrative power and other administrative
power, which leads to the difficulty in executing audit legisla-
tion. On the other hand, more conflicts rised since some gov-
ernmental department still request further limitation of audit
powers. For these topics, this paper gives suggestions cn how
to consummate current audit power: emphasis the power of in-
vestigation and evidence collection, detail the power of inspec-
tion and requestion of deliver information, strengthen the pow-
er of circulating or publishing audit results, increase the power
of participating in making economics faws and regulations.

6. Audit Liability and Audit Risk. This part will discuss
the audit liability and audit risk being raised when auditors do
not take their responsibility, or do not inspect after proper ex-
amination, or hide the audit finding, or make wrong audit de-
cision, then mislesd the image and judgement of administrative
departments, management and public. This paper analyzes the
relationship between audit liability and audit risk, presents new
strategies to avoid audit risk: improve Audit Legal System, au-

dit by law strictly, strenghthen professional management and



supervision, comsummate quanlity control system, establish
audit follow laws, promote audit standards, and ensure audit
independently.

7. Audit Standards. This part will discuss the implica-
tion, classification and function of Audit Standards. Based on
the comprehensive assessment of the strength and weakness of
current Governmental Audit Standards, the paper raises the
policy of how to improve Audit Standards in China, and discuss
the contradiction and several main problems need to settle in

the process of setting up new Audit Standards Objective Model.

Key Words: Audit Legal System, Audit System, Audit Re-
sponsibility, Audit Power Audit Liability and
Audit Risk, Audit Standards.
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