TR D2 O A a0

‘China's Independent Auditing Standards

é\

GWM& & 3
¥ A F I f;‘ﬂ%‘t SR A o Py
E*;:] TE smg ‘:P/l‘ﬂﬂ'z:""}")ﬂ;ﬁ]‘x

. : the Chinese Institute of Certified Public Accountants and
A Joint Translation by the Hong Kong Society of Accountants

%iffﬂ%tﬂ@ﬁﬁ:

Economic Science Press



pjp .;éf

i
0
EH

FE A 2 v U L B 7 e

(3 % g 2003)

China’s Independent Auditing Standards

( Chinese English Bilingual 2003 )

Py | 813 |
e o
pEamstnne QILE FEaHTAL RemE
IRy et S

A joint translation by
the Chinese Institute of Certified Public Accountants and

the Hong Kong Society of Accountants

% 3 A ¥ W R A




BREERE (CIP) KR

Fh ] A T O S A T (ILBERS R 2003) /R ETE A&
Hifithe, BEATITASKAERE —dbal: LFRF MR,
2003. 6

ISBN 7 —5058 -3611 -0

[.... T.O%...0%... . #FittxE—HE
—wW . ¥ . F239.221

o [ A A [ B 4 CIP B B (2003) 26 045176 5

WAL FouE
FARAEX: R H
Rk AT
BAREGE: | £ ¥ &

FEFMESITIMMSI R AR (XERIFR 2003)
FEERSITREDS FESUMAS KEHE
SR E R EER . RITT FEHEEH
ik JERBEREEEF 28 5 HE4: 100036
BRERE. 88101217  KRITERHIS: 88191540
Pk : www. esp. com. cn
BB 7l : esp@ esp. com. cn
s RFEHR ENRI
SR T AT
880 x 1230 16 3F 27.25 Eigk 450000 =%

2003 4F 11 A —HR 2003 4E 11 A% —KELRI
Ei ¥ . 0001—3000
ISBN 7 -5058 -3611 -0 / F - 2918 S {r: 60.00 It
(BHHIEMEEE, FHARAR)
(WEFE BHBR)




REFEARAMEAXEE, FAOAE, KHEN (BFEF. ExXK) BT
FEEMRIT M2 H. xEFEEMLH T B2 FTAF, ETAFBEUETH
R (BEETRIRT %, BOARKEHKXE) 20, 80, BERURZFAHF
AW A

In accordance with the laws and regulations of the People’s Republic of China, all rights
of this publication (including both the Chinese and English versions) are vested with the
Chinese Institute of Certified Public Accountants. No parts of this publication may be repro-
duced, photocopied, transmitted, or stored in a retrieval system, in any form or by any
means electronic, mechanical, photocopying, recording or otherwise, without the prior writ-

ten permission from the Chinese Institute of Certified Public Accountants.



Contents 1

B X

Contents

Foreword 1

r%‘fg:
Foreword TI +reseecesesssenansonnaces

Translator's REmArks ««««e- e eoeeseneseas oo tananeant e aesnes ot iaeeessesnsans

o APPSR

Acknowledgements

oo A 2 U S 3T 35 e

Preface to Independent Auditing Standards

THSTH FFLARYEN] <vevrereeemrmrmree e oot e e

General Independent Auditing Standard

M RS | G R RE I o

Specific Independent Auditing Standard No. 1—Audit of Financial Statements «cocrerereeereeaeeees

M B BT 2 BB A BT AR o verree e e

Specific Independent Auditing Standard No. 2—Audit Engagement Letters

A TR R 1 [ Bl S o

Specific Independent Auditing Standard No. 3—Audit Planning --c-ocrrrreecnreceairienioeeeann.



2 A F

Specific Independent Auditing Standard No. 4—Audit Sampling =c-erreereererrmereerereer e

Specific Independent Auditing Standard No. 5—Audit Evidence -r-rrroreceeememremememrmramereeeees

ST B B S 6 B P T AEJERE -everre e sreee e

Specific Independent Auditing Standard No. 6—Audit Working Papers

o B BRI SS 75— iR (2003 4 4 7 14 HEIT)
Specific Independent Auditing Standard No. 7—Audit Report { Revised on 14 April, 2003)

S T B HEN] S 8 5

Specific Independent Auditing Standard No. 8—Error and Fraud

ST R A O B P EB R TR ceereer e e

Specific Independent Auditing Standard No. 9—Internal Controls and Audit Risk +ececorerecrecers

P A BN 10 BB B B v erve e e snnn e

Specific Independent Auditing Standard No. 10—Audit Materiality «-e-errremrerrrececnreremeeeee

Specific Independent Auditing Standard No. 11-—Analytical Procedures

T AT BRI 12 B FUH B B TAE oo oeeeemommme e e

Specific Independent Auditing Standard No. 12—Using the Work of an Expert =«-csecoveverecenene

A5 LA 13 5 S E R 2B 1 LA oo

Specific Independent Auditing Standard No. 13—Using the Work of Other

Certified Public Accountants

ST T LR NES 14 2B AL oo ee oo e oo e

Specific Independent Auditing Standard No. 14—Opening Balances

i 57 T AR HE A 15 B JS ZE I v e eoremmere see ee e et it st e e

Specific Independent Auditing Standard No. 15—Subsequent Events

o7 T AR RS 16 B3 T AT Bl ooe v e e e e e ene e

Specific Independent Auditing Standard No. 16—Related Parties and Transactions

with Such Parties

%ﬁ%%%

(47 )
(48 )

(57)
(58)

(65)
(66 )

(75)
(76)

(89)
(90)

(97)
(98)

(111)
(112)

(119)
(120)

(125)
(126)

(133)

(134)

(141)
(142)

(147)
(148)

(155)

(156)



Contents 3

Hsr A AR 17 B——Ra g E (2003 48 4 1 14 HAEIT) -ooooeeeeeee (165)
Specific Independent Auditing Standard No. 17—Going Concern (Revised on 14 April, 2003) ----- (166)

ThST BT AN 18 B R IR AIAT R oo vveverremeee e ere e e e (175)

Specific Independent Auditing Standard No. 18-—Noncompliance with
Laws and Regulations — «++«osesecescorerttutmniiiniiniiniinntieiin ettt sansr e (176)

sy A EARENSE 19 B—5 2 Fit itk F - R HEEHMBFES e (185)
Specific Independent Auditing Standard No. 19—Other Information Disclosed with
Audited Financial SATEMENES s« se tesess torassstearetastrssetorasesossanstsnotsassssssstssstssons (186)

S LSS 20 BB HLIE B R GEIREE RGP vee s (193)

Specific Independent Auditing Standard No. 20— Auditing in a Computer

Information Systems ENVIFONMENt v eerretoserr st conien ot intietn ittt ttetn e ten e (194)

P07 AR ES 21 B TR S BRI L v oo oo e (199)

Specific Independent Auditing Standard No. 21—Knowledge of the Entity’s Business ~ +erveeemeeen (200)

JhST AT EARHENES 22 B B R H T T e oveevre oo eeremennmeeeee e (207)

Specific Independent Auditing Standard No. 22— Considering the Work of
Internal Anditing =+« cecveseeeresmeveeen ian ittt e s e s e e (208)

57 AT ELAR S TI45 23 B A M T cvv oo eem e ieeeen e e e e (213)
Specific Independent Auditing Standard No. 23—Management Representations <=+ ce«eeeeseeeeeeeee (214)

T ST B EARAE NS 24 B —— G AT TR B B PR v eeeree e e mee e ees e (219)

Specific Independent Auditing Standard No. 24—Communication with Management «cccvcreevneees (220)

T ST BT EARK T EE 25 B T v oo veeeeerreeemme i enemee e (227)

Specific Independent Auditing Standard No. 25—Accounting Estimates =+« -+ eeseeeeevereeeienns (228)

T BT LR NS 26 B FF S W 8 oveveeveeeeneesessnnenineieeaeneeses s (235)
Specific Independent Auditing Standard No. 26—Supervision of Physical Inventory Count — +---+---- (236)

ST LA W U AF 27 B FRAIE ++v v vevvve e eensreennsrnaescnnsneie i ve e (245)
Specific Independent Auditing Standard No. 27— Confirmations e« =+setereeeveescnreeecaencee. (246)

Sz B A 28 BB 5 AT TE & I oo oee oo (255)

Specific Independent Auditing Standard No. 28—Communications between

Predecessor and SUccessor CPAS «oe seeree teeaseaenoee et oeaoenosstoeeesassssearesnsossnasessrnsans (256)



WA FIELESFRNER S wys (2001 48 1 A 21 HAEIT)

Independent Auditing Practice Pronouncement No. 1— Verification of Capital

Contributions ( Revised on 21 January, 2001)

M B S A 2 SR

[ndependent Auditing Practice Pronouncement No. 2—Management Letters

R T AT INELAE (ol AR TR 1B e

Independent Auditing Practice Pronouncement No. 3—Special Considerations for

Audit of Small Businesses

M A RS A S 4 SR BINE A

Independent Auditing Practice Pronouncement No. 4—Examination of Profit Forecasts

o H S N ER S B— A SRR RS

Independent Auditing Practice Pronouncement No. 5—Special Considerations for Audit of

Consolidated Financial Statements

A A 6 B AEBE H M R e

Independent Auditing Practice Pronouncement No. 6—Audit Report on Special

Purpose Engagements

M E IS A EE T B — RS HREH T -

Independent Auditing Practice Pronouncement No. 7— Audit of Financial

Statements of Commercial Banks «esvesseeseetrssenseramamtateraemoriiranean et
MBS A S 8 B——MATH RIERT -

Independent Auditing Practice Pronouncement No. 8—

Inter-Bank Confirmation Procedures

M WIS A EE 9 B—— XM S EEIITHE

Independent Auditing Practice Pronouncement No. 9—

Engagements to Perform Agreed-upon Procedures Regarding Financial Information

P B A EE 10 B——2 HRERE -

Independent Auditing Practice Pronouncement No. 10—

Engagements to Review Financial Statements

General Standard on Professional Ethics

(261)

(262)

(271)
(272)

(277)

(278)

(283)
(284)

(293)

(294)

(303)

(304)

(311)

(312)

(333)

(334)

(339)

(340)

(347)

(348)

(357)
(358)



Contents 5

o B T2 b U TR R R B AR T oo e e (363)
e . e e (364)

General Standard on Quality Control

o E A T ER MY 5 S BB AR E ] oo vee v (371)

General Standard on Continuing Professional Education +cerseeecrrenrerreanninerciieaienerneees, (372)

Mg 1 P EEM ST R R FE (1986427 A3 H ~20034E7 A1 H) - (377)
Appendix | A Chronicle of China’s Independent Auditing Standards of Certified Public

Accountants ( From July 3, 1986 to July 1, 2003)  ceceereeecacrmmiriiiiiinciiia (378)

Mtk 2 dEES TR A RS S ERAN R LR (B mESRNm) e (397)
Appendix [ Members of the Advisory Groups and the CIASs Group (From First to Sixth Baich) ------ (398)



0
i
|

Kt
Qit
I

HEMAT e dE EMRLILZE, A 1994 532003 £ )85, LE4H 2

(A1537) TORFTEREMTIHRIFF AN, REEEAEN ., FFT4EN
FGEEHBFRENEANA ANAENRE, FEMEIFRASH T196 £1 A1 8., 1997
£1HA18.199 %7 A1 80,2001 %7 A18,20024%7A1 842003457 A/18
AHAT, RALZIRTFPEHEMAS T IFPRLACAKZIER ., 3 & F B Z M4+ 0F
IRIFIFENGBERE, TR ERSTIFARLATH, RGEMSITIFH L
RE, PN~ EANE, KRR EREZMSIT MO S ERE, RFALEILTFTH
ZHERLRART ARAAER,

TEHEMEST DL EREMNEE R T @RFHZEFRM, &R M BT
XKARHP, BRFFTRRIFIHENTIFT SRS AP TERIFHANAGFY
I, BHELBERAEBL2 T M ALGBRFEE. FHLTHA AT EFRENA
BHETHFELAHRERKFN LR, MNEA NG Rn o REGER, RETHS
AFe W, APEREMES TP RLEMEEZRF R T ARG Tk Fhd, £RE
YEHEMSTHBSAFEL TR ALE - EELS TR LT ERELM.

AxdFEEMDIHFRREESTIPALRTESEE, 2 4L 2002 Fhime (F
BiEMme i mmedFaam) (XESFB) (F=) Aatlk, ¥A7T 2002 %7 71
BA2003 &7 A1 ARAFTGRLIFHAKENFARIFFESFLAEHER R (F
E MLt IRk 2 FHER) (RFEaFm) g 1997 SRk, hFstait iRk R
RAMET —RFZRZHF, B TENLSHRLRTFTEEZHL T IR LT 406
TH, TR REFGRE., REBFIAGETRNBTT EARKLAESGME, LBS



Foreword [ 2

Foreword |

) he Chinese Institute of Certified Public Accountants ( CICPA) puts much emphasis on the regulation

T of certified public accountants in China. From 1994 to 2003, we issued 43 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 ap-
proved by the Ministry of Finance and they became effective from 1 January 1996, 1 January 1997, 1 July
1999, 1 July 2001 . I July 2002, and 1 July 2003 respectively. As such, the regulatory framework of pro-
fessional standards for the certified public accountants in China has been established basically. In particu-
lar, 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 investors and certified public accountants, as well as promote the healthy develop-

ment of the socialist market economy.

Huge support from senior officials of the Ministry of Finance, strenuous efforts of the Advisory Group of For-
eign Experts, the Advisory Group of Domestic Experts and the CIASs Group together with the good co-opera-
tion from the Hong Kong Society of Accountants (HKSA) accounted for the remarkable accomplishment of
the CICPA in building up a regulatory system for the certified public accountants in China. Outstanding ac-
counting experts, with broad knowledge and rich experience in the field, who were nominated for the Advi-
sory Group of Foreign Experts by the HKSA, had given a lot of useful recommendations and contributed sig-
nificantly to the regulatory system for certified public accountants in China. On behalf of the CICPA, 1
would like to take this opportunity to extend our gratitude to our counterparts from the HKSA and the ac-

counting experts from Hong Kong.

This book is jointly translated by the CICPA and the HKSA. Taking the third edition of the China’s Inde-
pendent Auditing Standards ( third bilingual version) published in 2002 as a base, this new edition in-
cludes Specific Independent Auditing Standards and Independent Auditing Practice Pronouncements which
became effective from 1 July 2002 and 1 July 2003. Since its debut in 1997, the first edition of the China’s

Independent Auditing Standards ( bilingual version) has been well received by readers. It serves as a bridge
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Foreword 1 4

between the PRC accountants and the overseas accountants, enabling the latter to have a better understand-
ing of the China’s Independent Auditing Standards. Once again, experts from both the CICPA and the HK-
SA 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 materials
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 Jianmin
President
The Chinese Institute of
Certified Public Accountants
August 2003
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Foreword I

he Chinese Institute of Certified Public Accountants (CICPA) has issued the fifth and sixth batches of
T five Specific Independent Auditing Standards (including two revised standards) and two Independent
Auditing Practice Pronouncements, which have taken effect as of 1 July 2002 ( fifth batch) and 1 July 2003
( sixth batch). Issued pursuant to the PRC Certified Public Accountants Law, these seven statements, to-
gether with the earlier four balches of statements, form the framework for regulating auditing practices in Ma-
inland China. This represents a commitment of the Central Government to continuously improve the quality
and standards of CPAs in line with economic growth and market expectations. In developing these state-
ments, the CICPA has sought to harmonise them with international standards and practices while taking into
account the special conditions in China.

Since 1997, the Hong Kong Society of Accountants has cooperated with the CICPA in translating four
batches of statements into English. The Society is pleased to continue its participation in translating the fifth
and sixth batches of statements. This latest bilingual publication reinforces the cooperation between the two
accountancy bodies and will be particularly valuable to non-Chinese readers interested in the PRC auditing
practices, including our fellow accountants, financial advisers, legal practitioners and other users of financial
statements.

Taking the opportunity, T extend my appreciation to the experts in the Mainland and Hong Kong for

their contribution in this very meaningful project.

David Tak-Kei Sun
President
Hong Kong Society of Accountants
August 2003
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Translator’s Remarks 8

Translator’ s Remarks

n March 2002 and April 2003, the Chinese Institute of Certified Public Accountants ( CICPA) issued
I the fifth and the sixth batches of China’ s Independent Auditing Standards ( CIASe) respectively,
which comprise the following standards and pronouncements:

Specific Independent Auditing Standard No. 7—Audit Report (revised)

Specific Independent Auditing Standard No. 17—Going Concern (revised)

Specific Independent Auditing Standard No. 26—Supervision of Physical Inventory Count

Specific Independent Auditing Standard No. 27—Confirmations

Specific Independent Auditing Standard No. 28—Communication between Predecessor and Successor
CPAs

Independent Auditing Practice Pronouncement No. 9—Engagements 10 Perform Agreed-upon Procedures
Financial Information

Independent Auditing Practice Pronouncement No. 10—Engagements to Review Financial Statements

Following China’ s entry into the World Trade Organisation, further development of economy and the ac-
counting and auditing profession is expected. The continued improvement of the original standards and intro-
duction of new standards by CICPA are natural response te such changes and developments.

Non-Chinese speaking readers also follow these developments with interest and positive feedbacks to the
English translation of the previous batches of CIASs have been received. Pricewaterhouse Coopers is hono-
ured to have been invited to translate the fifth and the sixth batches of CIASs from Chinese into English. The
Department of Accountancy of The Hong Kong Polytechnic University also participated in this process and 1
wish to take this opportunity to acknowledge their effort and contribution in the translation process.

Finally, T hope fellow accountants and other readers will find this English translation useful and any

comments to improve the accuracy of the translation are welcomed.

Peter Wan
Partner, Assurance and Business Advisory Services
PricewaterhouseCoopers

August 2003



