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standards丨 n Ch丨 na.

Thc rcputa!i° 。°f thc Blg4h灬 taken public

hi灬 Joy shaw,a rportcr for PaRR,a webˉ

bascd in!eⅢ igcncc and data provide弓 says,
“
The sEC inl,esLlgatlons have deEnltcly had

an impad oΠ  thc Big4,which have beCome

morc p1cky abo刂 !thc compaoies亡 hcy choosc

to audi!and stHcterio thcL compliance Ⅱ

Trust!ssues

Auditing thc audi!or has a!so emcrgcd as

part of the regulato″ debatq as the P。 blk
Compaoy Acco刂 n亡ing oversight B°ard

田CAOB).thc a刂 d1t governancc ar1o° f the

sEC.h郇 stated that lt助 刂l not rcgister且 n∝‘

that i1caonot audit Chances of rcaching

ai agreement to allow PCAOB lnspc。i1° ns

of Chincse audlting且 nms by thc deadline

of31DeCember2012are dim Paul GⅢls,

pωfessor of practkc at Peh呜 UⅡive^ity、

Guanghua school° fM娅agemeotin Ile刂 ing

and founder of chinaaccountingblog com,

wHtes thatlle a刂 ows a lO perce"chance tha|

thc PCA0Bw。 llld dereglstcr the Big4且 m灬
hm practlclng,but also venⅡ 邸 a70perceot
chance that thc PCAoB wlll茁 mply haˇ c to

oncc aga1n push back reachmg an agreemcnt

w⒒h Chincse regu!al0阝 (山e°Hglnal dcadline

Was ln2llll助

somc cxpcrts say thatthe B1g4,邙 pcoallv Dc

loi扯 c(as"has been servcd with oot° nc,but

Ⅲ″o sEC lawsuits),arc茁 mply caughtin a tug

|nternat丨ona丨 aud丨 tors haVe rece丨 ved cr丨 t丨 c丨 srn as a result ofthe丨 r

a矸i丨丨at丨ons w丨 th∪ S-det|sted Ch丨 nese cOmρan丨 {
(:}s、 but are us丨 n9

the|re×ρert丨se to embrace and seγ e as bearers ofaud丨 t丨 ndustry

By Jado zhⅡ

CCOUNTING碥 sin China arc

not wi山 out their c· haⅢ cngcs 1nter

najonal audi0ng compa血 es,mos(

notably the‘‘Big4” that1ncludes

ΚPMG,PrlccwatcrhooscCoopers

CWC),DCl0ttc Tou￠hc Toma‘ u(Del° iicl

and Ems【 &Young● η .sit ln ulc r吐 ddle

of ong° lngdeliberatlons bc№ ceΠ rcglllatory

bodles iil!he Us and China as thcy prepare

hrlom11sajon restmctuHng°f thelrCllincse

cnIljes Atthe same山ηe,thcy are~vatching

for1ncr!y‘
:l】ara:!teed carnings from state-

owned entcmH陡s lsoE◆ tHck【 e hto thc
p°ckets° f secondˉ t!ercompe刂 tors

Nevertheless,∶ he reputadon of thc Big4as

re!lab】e血d1⒖try leade灬 rcmains secure,as

the F-s.cumuIa|ive decades of cxpcrtis。

and best practice staodards continuc t°

l,olster the1r sta饨s ln山c cyes° flawmake‘
in Chha Wlth incrcasing audi1hg supcrvi-

sion and thc interna(ionalisadon of flnancial

rcporting practiccs【 n China.!hc dcmand hr

expeHeoccd audlto‘ will continue|o Hsc ln

山c con砬】lg yca阝

Under scrut∶ ny

C"ocsc companics in the!ast dccadc have

raced to list on sω ck cxchangcs io thc Us

and Canada. but rcportlΠ g standards on

these companies’  in!crnal 「lna"◆cs havc

rcmained far from adeq刂 atc Bcginning in

24

>)The B丨 94st丨‖

fa⒒ beh丨nd the丨 rUs

counterpa"s丨 n terms of

partnerˉ staff rat丨 os((

2010,brea划 陆mgh mcdla∞veragc rwealed

that a oumber of us~and ca[lada{istcd

Chincse「lrms wcre defra"ding investors

and】 ,vc灬tat1ng assets,among othcriI!egal

advljes Thc Us seo● Htlcs and Exchangc

Co-ss⒗ n(sEC)h蒯 ed lawsults ag俪

a ollmbcr of Chhese compaoies,inc】 uding

△ongtop Fioancial Te￠ hn°】°gies in2011

and.vcry recenψ China sky ooe Medlca】
in septembcr2012

Many invesω烬,ancr n‘ t se刂 lng o「 s!∝匕

in WesterⅡ !̄lsted Chinese c° mpa△ucs,have

come ω dttrust even the most p心 jglo虾

auditing bodies responsible for sharing

accurate Fmanoal repo凵臼wlth the pubⅡ c

C钿6on Block,founder of Muddy Wa饴 了s.

a due dlligcnce reseamh F-hc。 ssing on

Chinese co臼 npanics, says. "Invcstors△ ow
seem to rcgard small audito‘ of Ch1Π a lis←

lngs wl!h msp1clon,aod maⅡ y mvφtorsnω v

acccptthatthe Blg4orerfar mm adequate

pmtec刂on agalnst fraud as weu”
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鞲 菩 踯 槲
parmcrs° n audits t° 】ncrcase paltIlcr ac-

countabiIi吖 Joachim scⅡ indlc‘ KPMC〉 s

globaI hcad° f audits,lIas exprcsscd llis

↓腭l:农谣肥F虽弑蕊揣
transparcncy aΠ d acc° untabl△″ arc always
nccessary in audjting proccsscs

>)Compan丨 es know that

the ρrest丨9e°fa B丨94
name on an aud"w丨 丨丨
bu丨 |d丨 nvestor trust<(

Despi!c inves10rs丿 suspici°Ⅱs,Chi¤ csc cnter
p。scs wⅢ rcma1n aⅡ  integraI pa竹 °fw°

"dcconomic grOw1h,thus crcatlng c°▲rmllcd
dcmand for audlt° 烬 Raymund Cllao,as

弼 茛 摊 锵 擗 至
s(eady gr°wth,and in otllcr assuraΠ cc sc⒈

vices therc wiI】 bc sIgnⅢ cant°pporttl血 ocs
to support Cl1incsc c。tcrpHscs iⅡ  arcas sucll

拄 揣 W∶ 群 考 ⒊ ∫扌 描 Ⅳ

standardisin臼

"ovesChinesc rcguIators arc awarc of】 ax ac~
Counting standards aⅡ d dllbi° us丘。ancial
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社锅撺鲜珥辑
many rcspccts con、饣rgcd to IFRs asissucd

by thc】 nterⅡa!ionai Acc° unting standalds
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T:肥肝vcars!° dccrase this nti°
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sch°°I(CE1Bs),says that Big4innucnce
oo the MOF is vcry s亡 rong,alld that cach
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Corporatc alldits

As oF31otiobcr20IO,tllc C1CPA hadc°
uΠ←

cd ab°ut3oo,000pro胎 ssi°Πa】si。 China1hat
prov1dcd scrviccs hr° vcr35miⅢ i。。cΠ tcrˉ

埘摭懒猁蜊
揣 ?Ⅱ

r蹴 ::l‖:{导l1:::}∫扌:亭

But dcspitc p° sscssing nlanp° wcrin thc th° u-
sands氵 tllc B】g4°mces h china sdllfa刂 bchiHd
tllc1rUsc° u豇crpa岫 in ten△ s° f partncr star
ra(ios GiⅢ s il° tcs0il his wcbsite that2oo8 〉〉〉
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〉〉〉data showed an aˇerage paltnc△ star rati。 。f

27∶ l forthc Blg4臼 rms1ii China丿 compared

t0lo0gll!y9" in thc Us in2010 
“
Partilcrs

wi11〔ypically have ten ycars of cxpcricncc

bcforc taking on!cad Fspon茁 bi!i1ies It wi!!

bc aro刂 nd25yca^a【 tcrlcavingco刂 cgc bc「orc

a partnerwi"bccomc an cngagcmcnt partncr

foI a!cading soE But note that many acˉ

coonting Flr】 ns havc on1y bccn in China for

a!i△!e over20ycars,so thc numbcr of local

partnc灬 is stⅡ l lo、△
”
he says

New Players

China has been intent on dcvc!op∶ ng do-

mcstic CPAs and internationa⒈ standard

acoo刂 ntlng「lrms GiIlis notcsthat Cllina had

plevious!y hvoulcd thc Big4by grantlog only

thosc nnms!iccnccs to audi(,back in 1992

Howcvc∴  this favouritism has cˇ aporatcd.

as second-ticr accoontancics inc】 llding Glant

Tllornt° n氵 BDΩ RsM and ClOwc Ho冖wath

havc bccn allowcd to cntcr thC main!and

markct through franchising Unlikc tllc Big

4,which wele opcradng asjo∶ nt vcntu"s in

China,thcsc sccond tiCr in(ernationa!「 1rms

cntcrcd thc maioland markct as ianchisc

°p。rations and arc csscntially c!assiflcd as

domcstlc aoσ ount1ng∴rms

Covcrnmcnt rcgu!ations havc a!so shi△ ed

!o encouragc thc grOMh of domcstlc ta】 Cnt

1n2009.the MoF announccd a stratcgy to

cndorsc CPAsin A Numbcrof opinions on

Accc!cratlng thc Dcvclopmcnt of Ccrtijcd

Pub"c Accountan!s,rcfcrrcd to as“ Docu
ment56” by accountan‘  Thesc guidclincs

sct 丘ve-year goaIs and comprise deve!op-

mcnt stratcgics forlargc,rncdium冖sizcd and

small Πrms

In add⒒ ion,the MOF has rcquircd manda

tory audltorrotation hr soEs.imp!ying that

b"lings prcviously takcn for grantcd by thc

Big4willbe splead morc widc!y thr° ughout

!hc markct

Thcsc policics arc cIcarly l"c!ling a playing

Fleld that、l`as a!rcady m刂 ch morc compctl-

tivc(han、Vestern marke1s Comnpalcd to thc

Us.whcrc thc GoVcrnmcnt AcCountabi1iψ

omcc n。 tcd thatthc Big4hc】 d98pcr ccnt

of marke!share in 2008亠 thc four Πrms’

combincd opcratlng carnio卧 of usD1 5bn

in China accounted for on】 y25pcr ccnt of

the indust”
’
s rcvcnuc in2010

oIiˇcr Rllistatesthat MoF pollt· ics pκ scnta
“g)odoppoltllnityforlocalauditing丘rmsto

gω、⒘
”

Rl∶∶icxplains thatinfQΠηat1oo sC臼JHty

is a s!rong reason hr China1o cncoulagc

Chincscˉ g1own audlt mms “
L。!s of soEs

ho!d scnsitivc information氵 whicll thc gov-

ernmen!docs not、 ǎn!disc!oscd to forign

Πrms with foreign t1es.Ⅱ  he sa邺

Ht,wcvc∴ thcsc fa(tors a】 onc may not drivc

Flrms to choosc scC0nd-t!cr audi【 ors ‘Thc

BIg4a￠ sti1!leade烬 in best placuce in thc

industry, and companics know that the

prcsti脬 of a Big4namc on an audit wi】 l

buiId investor trus!广  says Rebecca Wcn at
dca!Rcporlc‘ aΠ on1inc providcr of deals aod

tradc intc"igcncc A⒒ ho刂ghthc B七 4facc tllc

prob!em ofa(alen1-short market, they sti"

maintain thc rchdvc adˇantagcs of rcputation

and cxpcHcncc

Buoyed by Best praCtiCes

such q刂 a丨 itics cnablc thc Big4to continuc to

command rcspcct flom Iawmaking bodics as

wc!l as a stlbstantia!poition of the Chinesc

markct Chambc△s Yang,a shanghai↓ ascd

investmcn!laWyc∴ s(lys that cven if the Big

4are no looger direct!y favoured through

ChiⅡ a’s pollcics,thclr rcputat⒗ o aod st￠ngth

in auditi"g practices aod qua!ity is much

greater than competlto烬 ∷and thus“ markct

sharc sholl!d notb咛 anV“ d” ultimately,the

Πrms p!ay a cHticaI rolc in thc ma【 kct and

hencc in thc shap|ng and implcmcn!atlon of

ncw rcgulatlons

>>The demand for

exρ er丨 enced aud丨 tors w丨 ‖

cont丨 nue to r丨 se丨 n the

con川n9years<(

Noncthclcss,thc issuc of ho、ˇquick1y hu-

man talcnt can catch up with audi!dcmand

四烬is⒖
“
The lea"饣 is tha"arge interna"onal

companlcs nccd account!ng flrms w!th bench

strcn茁 hto dou° ba】 audits Thc drop hm thc

Big4to thc second ticr【Πrms)is prciy big in
|crms of scrˇ iccs and￠ xpeHence omered as

wc"as globa】 footpHnt,” says scott MoHtz.

managing dircctor ofthc Ncw York omcc。 f

Naˇigant Consu!ting.a「lrm specia!ising in

Hsk managcmcnt

Forcign cxpcrtisc rcmains in dcmand in

order to nurtule and train!o咛 a!ta!cnt mc

Chincsc govcrnmcnt rccogniscs the ωle of

in!crnationally-rcspcd。 ·d audi!oIs iΠ  crcating

transparency and trust in domcstic「 Irns as

wcu as h dcveIophg s1rong domestlc audit-

ing scrviccs Un!i】 thc numbcrofcxpc0cnced

partnc⒖ throllghoutthc Chine￠ indus” Hscs

to Ieve!s that meet demand, thc Big4、 V"l

adapt to1hcir!ocalisation mandatcs io order

〔o contlnuc to dominatc thc markct for bcst

plaoice audlts 目目卩

Atjdko【 s haˇ e come under臼 re as a llumbe`of usˉ

"s【

ed Chinese comρ anies are伯 c丨 ng a丨le9aˉ

tons offm凵 d
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