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Abstract: When an accountant firm work as an auditor of securities disclosure documents, it has
a non-independent information providing, an independent credit providing and a non-independent
liability. Chinese laws set a fault-presumed liability model for auditors who should actively
prevent a misrepresentation. Such model is stricter than the US style in which the intermediaries
are liable only when they knowingly substantially participate in the misrepresentation. When the
issuer and the auditor both have intentions to misrepresent, or when latter is reckless, they shall
be deemed as subjective co-tort and bear joint liabilities. If the auditor is slightly negligent, its
joint liability could be limited to partial losses. The different layers of fault of auditors should be
judged in accordance with the degree of diligence exerted by the auditor. Audition Compensation
Provisions classifies failure to identify a violation that “should be known”, which is a procedural
rather than a substantive presumption of mental status of the auditor. There should be a more ac-
curate weigh of negligent inappropriate auditor acts. Faults cannot be derived merely from the re-
sult of misrepresentation, Various reasons may lead to the failure of detecting accounting mis-
statements. The compensation liability should be equipped with a prerequisite procedures and be a
model based on the variation of faults. A partial complementary liability model should be set for
the negligent cases.

Key Words: securities misrepresentation, auditor, certified accountant
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