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It is a pleasure to be with you today to participate in the announcement of such a significant achievement here in the People’s Republic of China: one that has great ramifications globally. To share the speaking platform today with so many distinguished leaders within the People’s Republic of China’s Ministry of Finance, the Accounting Standards Board, the Chinese Institute of Certified Public Accountants and the CICPA’s Auditing Standards Board, is truly an honor. 

The decision by China to converge towards international auditing standards sends a clear message to the world that both the Chinese people and the Chinese accountancy profession are committed to transparency, quality, and high professional standards. Support of these standards will benefit not only the accountancy profession, but also, and even more importantly, all Chinese citizens and the Chinese economy as a whole. Why? Because following high, internationally accepted standards builds trust in the audit process; it builds credibility in the information provided by auditors; it builds investor confidence – all of which are vital to the development of your capital markets. As your economy continues to expand, you are far better positioned to improve the quality of life of your citizens. The National Bureau of Statistics reported in January that your country has had an annual economic growth rate of approximately 10 percent for the past three years. With a national economic output of $2.26 trillion, your country is now recognized as the world's fourth-largest economy, after the United States, Japan and Germany. This is a significant achievement of which your country should be very proud. There are certainly numerous reasons for this growth, but what is most indicative is your country’s spirit of reform, your willingness to embrace change and your desire to create a better environment for your citizens. It is this same spirit of reform that is leading you to make meaningful changes to the structure of the accountancy profession – changes that I believe will go a long way towards building global trust and domestic stability.

I want to thank Dr. Yugui Chen, who has been an IFAC Board member since 2003, for the leadership he has provided within IFAC, in China and to the global accountancy profession. The CICPA has helped us to become clear-sighted with respect to the needs of developing countries and have provided meaningful and respected input on standard-setting initiatives. I continue to welcome your more input.
There is no question that China’s move toward convergence is evidence of the very dynamic accountancy profession here in China. Since the CICPA became an IFAC member in 1997, your membership has increased more than 20 percent, from 112,800 members to 140,000 members. As your student enrollment continues to soar, the future of the profession here looks successful indeed. 

These prospective accountants will undoubtedly face some different challenges to those found by their predecessors, but they will also, as a result of your commitment to converging with International Standards on Auditing, have the guidance that they need to serve the public interest effectively.

About four years ago, I was in the company of members of the Chinese Institute of Certified Public Accountants and Chinese government leaders at the World Congress of Accountants in Hong Kong. During that meeting, I had the privilege of hearing presentations from the former Premier Zhu Rhongji. He emphasized your country’s commitment to building your nation’s accounting systems by promoting high quality standards and establishing a system to monitor accountants’ work. Recognizing the challenges the profession faced in meeting the critical needs of investors and others, Premier Rhongji made a clear call to action for the worldwide profession. He urged that every accountant “Make no false accounts.” I have frequently quoted his words myself in many countries of the world because of their relevance to the profession. They represent a call for integrity, transparency and expertise – the three IFAC values – values that I believe distinguish our profession.

All sound financial reporting frameworks are based on high quality technical standards, adherence to high ethical standards, both by accountants and by all those involved in the financial reporting supply chain, and the implementation of quality review and discipline programs for those conducting audits. By working towards convergence, you will strengthen your financial reporting framework and continue to enhance the quality of work performed by auditors.

In consultation with IFAC boards and committees, and other relevant interested parties, IFAC staff are further developing the concept of “international convergence.” The objective is to develop guidance to accompany IFAC’s Statements of Membership Obligations (SMOs), which require IFAC members and associates to use their best endeavors to incorporate international standards set by IFAC and by the International Accounting Standards Board into their national standards. The SMOs, which also require member bodies to implement quality assurance and investigation and discipline programs, form the basis of IFAC’s Member Body Compliance Program.

The Compliance Program supports the development of high quality auditing, accounting, ethical, educational and related quality assurance and disciplinary standards in IFAC member bodies throughout the world and facilitates international convergence. We are very proud that CICPA is an active participant in this program. The program is intended to guide accounting institutes in the full spectrum of their professional responsibilities, to demonstrate a shared commitment to our profession’s values of integrity, transparency and expertise. I personally believe that it will play a major role in building credibility in the financial reporting process and in our profession in general.  

IFAC subjects itself to the high standards that we expect of our members. Our focus is on credibility and transparency. Last year’s establishment of the independent international Public Interest Oversight Board for accountancy represented the most fundamental change in the profession’s recent history and sent a clear signal to the international public that the profession was accepting a new and expanded level of accountability.

The PIOB oversees IFAC standard-setting activities in the areas of auditing, ethics and education as well as our Member Body Compliance Program. The PIOB, which was established by IFAC in cooperation with international regulators and institutions, is comprised of members nominated by international regulators and other organizations. Over the past year, it has focused on reviewing the work plans of each of the public interest activity committees: the IAASB, the International Accounting Education Standards Board and the International Ethics Standards Board for Accountants and recently it approved the due process for each of these groups.

In addition to public interest oversight, IFAC boards have increased the involvement of investors, regulators, preparers and others in our standard-setting processes through, for example, the Consultative Advisory Groups for each of our standard-setting boards. This increased public input will, I believe, make our standards more relevant, more timely, and more acceptable globally. 

We should never forget why we need high standards of financial reporting and auditing; that transparency for and accountability to investors is key, guiding the actions of all in the financial reporting supply chain in building an investment climate of trust. Investors’ actions affect all citizens, through, for example, capital allocation to business, and therefore, jobs. 

I am proud that IFAC and the CICPA are working together. Through adherence to high professional standards we can, together, bring about social stability and good governance in business. Through convergence to international standards we can, together, deliver our promise of quality. And through acting in the public interest, we can, together, build public trust and sound economies that support a better quality of life for all. I firmly believe that China’s move toward convergence will go a long way towards improving the life and livelihoods of the people of the People’s Republic of China.

Thank you very much for your attention.
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