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Abstract

Based on the review of the papers about causes of audit failure in China, this paper takes the fi-
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nancial fraud case of Kangmei Pharmaceutical Co., Ltd. (600518.SH) as an example. Starting from
the substantive analysis procedure of audit work, this paper analyzes its monetary capital, inven-
tory, income and other accounting subjects, and then speculates the factors leading to audit failure
in the substantive analysis procedure of Zhengzhong Zhujiang accounting firm.
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[6]; BEAL, VESHAEPATAY, AOGEm S HESEF RSN, o XS ok RiEse &, R
FNAFAESRNR, IRV RE BB FEUH 1R [7].

RECRE, 1Z8 M= KRG 0 0 A S . A SCREIEND & 585 20 RS m o F, 2
Mg 55 B 72 1% o B0 IR S 800 T R U v 7 S AL

3. REIELER

2019 FAERKATHT A7, FERKAT T CRT M ERMEIENAS) » rh T2 AR ZER,
i A BEAE ) 300 A2 e BE M Bt 90 ALE W 20 A2 o X% () 51 S 7 37 0 X 7 AIE M) A e B EEAEL
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Table 1. Part of financial data of Kangmei Pharmaceutical Co. before and after correction unit: 100 million yuan

F 1 REAUEIEREDMZHIRERA: 27T)

2017 ¢ 2018 4

mH

TRAEHT 25 RS

Temsa 3415 —299.44 42.06 18.39
IS R 43,51 6.41 49.92 63.18
HoAth ST 1.80 57.14 58.94 92.28
IS SRS 0.47 -0.47 0.00 0.00
715 157.00 195.46 352.46 342.96
TR 10.85 6.32 17.17 29.87
I PR AL B 2.61 0.30 291 334
Vidai-u1n 557.74 -34.28 523.46 550.02
EDIN 264.77 —88.98 175.79 193.56
Bl A 184.50 ~76.62 107.88 135.42
HERH 7.41 497 12.38 9.74
HER 13.34 —-1.42 11.92 12.34
55 3% 9.69 2.28 11.97 18.86
B3 3% 7.32 0.02 7.34 2.40
A 41.01 -19.51 21.50 11.35
GETE AR 18.43 66.83 85.26 -31.92

MG RT B AW TR EAABLE IR S B Ak 5t [ SRR R Bt e LUK SR A AR
ﬁg\Qfﬁmu%%Aﬂka\ﬁﬂWAMEAMmhM\EWW$UEMW%TE%%Oﬂ%ﬁﬁ
N DBIENL SRR, BB BN HRBE S IRE . & 2 B8 T RREBRNERMES HI, TOCKE
S R P B 4 BT REAT R
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Table 2. Ways and purposes of counterfeiting
=2 ERBERER

2017 £
BE | #br: 20 etk HE
TAEERT S
Tembid 341.51 42,07 REF G BC AR e JB AN Al B
HoAt Rilk 1.80 58.94 I B T B U 4 S AR N A i R
1715 157.00 352.47 Dt b A wlisE
N 500.32 453.48
Bt 564.79 523.89
ERLION 264.77 175.79 A Lo T2 &40 B A
ENAES 184.50 107.88 RS A VCRCI 45 A FE K A
BT IR LSS S BI 287.66 184.66 e ON NI E AP
V) SK TR e 2 55 45 SO 4 243.24 170.23 I3 NI E AR P

4. SKERMESTHTIERF

() Bm#EE

T TSR RURAE YRR G o 83T R SE 2018 AR RAEAR AR, AR R TS RAUAA BT
FEE 7RI LG 70 00 119%41 104%. —F# A 2010 ETF4G, B —xf 28 bl o — RS [FIEER, (S E—i% b
Bk 1 FrR). E-iRmEinr 5 M, —a CARMK EEEABESNIE, ARSI,
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300 A F 100%
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Figure 1. The situation of both high deposit and high loan in Kangmei pharma-
ceutical Co. (unit: 100 million yuan)

B 1 REHIEFEENSHALERN: 7Z7T)

BUE 2018 FRAESE, REIFRTAF AL 120 2K HESLER B 2010 FFIH46, REMR DL
BT, MEF AR RA 12 8, HEREAR T8 M54 5 tmik 90% LA (il 2 FroR), Bkl HERFE
A A ] 22105 B0 DR RS o

MR 3 Guih i FESe BT DURMZEZORGL, Hopr KAl 2.26 126, HHEE . k. Rk
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Figure 2. Monetary capital situation of Kangmei Pharmaceutical Co. (unit:
100 million yuan)

B 2. REDUEIMESRR(BA: Z7T)

Table 3. Financing statistics of Kangmei pharmaceutical since its listing (unit: 100 million yuan)

=3 REHA ETRSRE RS (8AL: Z27T)

#HE &8 1 g1 &8 2 G2
ERETER 803.93 100.00% 803.93 100.00%
EERR 679.98 84.58% 679.98 47.80%

3 2.63 0.28% 2.63 0.16%

A R B 161.22 20.05% 161.22 11.33%
RAGFRRBE 516.50 64.25% 516.50 36.31%

(AR B (I & R T 123.95 15.42% —_ ——

BUHH BRI 124.12 e — —

ESR RS -1.70 —_ — —
AR RERIAERAN) — — 742.70 52.20%
FHIAHE TR — — 742.70 52.20%

HI3E 4 AT RnRRSE 29 iF BLELBAIG,  B BAR T FAT ML P %04l 104%. M 2014 SETT 4R, 28 P
BEEEZFCTHANE, I 4 £ 2 FHLE IR A A EAER 38%. JuHE 2018 4 L4, S RA
17%. FECIFBLENT 1, AaEdlefionBa s, SN RE R etk . XRS5 K
ST DA B R B AT W AL I A RF & #F 2, BARA R HVE NSNS FIE 4 RF B R 1 G, H2
BRI DL W R O, A RIS SERRYON A IO BSE , T REZ B 657 i L 1 K&
KR

Table 4. Net to cash ratio of pharmaceuticalindustry (unit: 100 million yuan)

4 EATIORIMELIRR(RAL: 127T)

A ZEFHE SEZLEULSR L
REZ 101.98 35.23 39%
ANEREE ] 58.36 35.23 60%
1B 2k 79.77 74.17 93%
BHHEY 88.36 63.20 2%
HREEY 83.90 63.11 75%
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Continued
1 RET 29.97 47.80 159%
NAREEZ 35.55 8.76 25%
F=1h 48.70 62.20 128%
ZRI R fisg 55.22 33.60 61%
TR 61.24 9.78 16%
SHA R 33.09 34.34 104%

MM E A EE 7 BT, U0 5 o, BESEI E B i S AN /2 ASCAT A /] A AT I 73 2080, 38E 1
HISCHR IR RESERRF Il KE A 77 S AR 2L

Table 5. Operation statusof Kangmei pharmaceutical Co. (unit: 100 million yuan)

=5 REAWEERR(EBRM: Z7)

T DSRS0 1480.40
B & EESF IR 792.52
R BEAME S 1153.75
Ritsra 599.49

HETRE RESE B8 T B e RO S AT P 2R B, BB ZREE . R 6 AT AT LT Bt A
H BRBEOR, RIS, —BREAERETE 30 {274 . MRS MR M ¥4 iE 380, 2017 45
&S 34151 4470, i v TATEP 49K, A B R M BE RS (4 B 1T B <00 A A R B

Table 6. Monetary fund situation of pharmaceutical industry (unit: 200 million yuan)

6. EHTAEEMASRR(RAL: Z7T)

AT 2013 4E 2014 ¢ 2015 4F 2016 E 2017 ¢ 2018 4
FRIRT ] 12 22.14 25,5 16.59 14.15 17.25 21.36
ZHAY 20.83 20.24 26.50 32.93 26.66 30.17
K24 12.19 20.81 18.51 38.07 21.65 16.93

Azl 19.36 32.01 41.18 128.21 116.97 161.15
N2l 0.65 6.45 2.70 8.90 9.52 15.87

FrAT s 11.83 12.52 14.72 17.06 21.17 27.87
= 17.08 9.70 15.59 15.51 24.76 12.46
-2 0.83 1.05 1.03 14.20 12.89 16.56
Trh 24l 7.25 7.78 7.65 9.00 10.15 10.68

=S 2.81 455 2.99 2.00 1.25 3583.77

IhI 7 A RESIL AR R BT T BE AR 16 00, AR AR B (12 7 Piw) . 2010~2017 4 FESE
TP —HEFEKES, WMt 08 m oG RABAERAT IR, TR HIK BB SRk
VEAPRE, REE B E A Hmal i E KB .
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Table 7. Monetary capital situation of Kangmei pharmaceutical Co. (unit: 200 million yuan)
=7 REHUGEHHRSKR(BA: 27T)

BiH 2010 4 2011 4 2012 4 2013 £ 2014 £ 2015 £ 2016 £ 2017 &£
Tembid 27.60 63.23 61.06 84.97 99.85 158.18 273.25 341.51
211 24.56 71.02 59.19 73.58 84.96 133.67 229.63 31347
IS ON 0.15 0.66 0.50 0.59 0.63 1.65 1.81 2.69

RS 0.61% 0.93% 0.84% 0.80% 0.74% 1.24% 0.66% 0.79%
IR & 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

BE— B I H A F) NS BT B A SR A HAB I, T S B8 B i U TE R . i 3 T,
JFESEANE Z AR SCH & EUAEAN KR T, 2018 4 b ~RAE RS S HY o B ik 31%.

50 - - 40%
40 A - 35%
30 A - 30%
20 A F 25%
10 - I - 20%
0 = | || | | . . I l__ 15%

2010 2011 2012 2013 2014 2015 2016 2017 2018H1
o R S 1A —FIEH A

Figure 3. Interest expenditure and proportion of Kangmei pharmaceutical Co.
(unit: 200 million yuan)
3. REAWF B H KR EEE(RLL: Z5T)

P RESE 2017 SFAERR IR, BT B4 KA N AT BEIN T T SO FOARAT A7k 1 4 BB T RESR A 2
WNRIBE B R@, Ik B B e 0 =R 24008 0.8%, IR T-LoRIm AR %, Rl BA
TS RES T B8 G 1 HL S EAT 5E

3 - - 1.50%
2.5 -

2 - - 1.00%
15 -
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Figure 4. Interest income and monetary fund return rate of Kangmei phar-
maceutical Co. (unit: 100 million yuan)
E 4. REAUFSWANREMRGWEHEE(BA: 1Z2T)

FIHE, Hi3 8 W IRESR KA B S 2 ik 5% LA b, AR SCH I & T RSN . HA RS2 BRI Bt i Bt
eAE LA, AATEFRERAR 01 14ot. BARAFMRMReR EEAGH, HZREEMINTTE
EARD, IEBURAE . FESEA P2 A Hofh B2 0 B8 BRI AN AR T H 2 (1, (HE 7 A A SO B FLE
MERPELGE NRIF LT, BESE BT B2 T B3 e VIR ARAT Ak s AT #5810 A AR B 4 LA AR AT i
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Table 8. Financial status of Kangmei pharmaceutical Co. (unit: 100 million yuan)

8. REAUMBZIR(BAL: 27T)

2013 ££ 2014 £ 2015 £ 2016 4 2017 &
Temsa 85 100 158 273 342
ZAISUON 0.59 0.63 1.65 1.81 2.69
RIS TS 0.81% 0.63% 1.28% 0.84% 0.88%
FIESZH 4,04 4.87 5.85 8.66 12.115
PR E SR 6.55% 7.06% 5.37% 4.88% 5.38%
A 55 2 H 3.56 435 4.49 7.22 9.69
ki 71 82 139 200 256
R 223 279 381 548 687
B AR 31.84% 29.39% 36.48% 36.52% 37.26%
Tems e B HE = I E 38.12% 35.84% 41.47% 49.82% 49.78%

BEAh, FESE 2014~2018 4 A RO R iHE N 70.92 14 7T, (ESRAFIEAREUE I 154.78 27T, B
Fe) L 4 YA 22 FA) B B SR A

Hsg, BESEPTEMHEA T, EERABARGTVEEI SR EAL . HEEEZEERLGAFN
FILLEA/NT 1, FBERHIF B RAIN UK, X 39%. T5EHt— 57 # 52 m HAg BLEL I G B —— A7 0%
OIS

RJE MRS MR b M BT IR, RSP ECP AT AL th R AT, RS TT M
Sl E B LA NREE. 2017 R ELE L HGR 50%, B MmMELRAE. (DR, B
SR BRBE R L [ R B AN TE I B, T AN L1200 B R <z, U W RS T HE 20 ) 40 R A7 1] i
BE AL 55 PRI DL o

(Z) Pk

W2 9 pw, RESEIIMUKRAEEDIYON « sl BE™ 22 b LU iR . %S 2018 4F B4R, JEse ik
ARBEIER R, SRR 7%, R KE e, — A RIBOKFR AR, DRI RSO A
SRR AR L

Table 9. Accounts receivable and bad debt reserves of Kangmei pharmaceutical Co. (unit: 200 million yuan)

= 9. REA MK S IR MO E &R

WIRAE
WH
IS kv THELH

fFHEA 37.20 0.37 1.00%
fEHM-1 48 18.27 0.91 5.00%
1AL/ 55.47 1.29 2.32%
1E 24 2.68 0.80 30.00%
2T 34 0.11 0.05 50.00%
34ELLE 1.06 0.85 80.00%
it 59.32 2.99 5.05%
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m SR ik
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Figure 5. Accounts receivable management of pharmaceutical industry (unit:
Times)
B 5. EAITREIKEIRIRIL(BAL: R)

=) 75

1. HEFRERRW

T ERBUE AR A BRI AR, IR KRR Bk, S A% SR IAF SR e A A o 5 (R Az B
A * HOE)MBIARR I TS, PN TR . IR A R ARE R IEREE EERREIEAT UL,
ST AR B R A o

WK 6 s BEEAF SURAS B 5™ I L] — B4R 7E 20004 b, i TER 24Tk 12% /5 4 (1 5 L

180 1 r 30%
150 ~
120 ~ F 20%
90 A

60 - r 10%
30 A

0 - - 0%

2010 2011 2012 2013 2014 2015 2016 2017 2018H1
— — B

Figure 6. Inventory and proportion of Kangmei pharmaceutical Co. in
2010~2018 (unit: 100 million yuan)
6.2010~2018 FEREAWFER SEL(BRAL: 1Z27T)

Table 10. Book value and structure of Kangmei pharmaceutical Co. (unit: 100 million yuan)

# 10, REAUEEKENESEMERA: Z27)

WA 2017 KTEIMME 2018 TKTEIAMEL i E 2017 4E Lk
R4 2.42 4.47 —46% —_
TE7 i 1.24 3.20 —61% —_
JEAF 75 b 266.05 252.92 5% 81.5%
) 2 B 0.01 0.01 0% —_
JA R 0.26 0.40 —35% —_
R A R 37.90 32.54 16% 11.6%
TR A 11.87 33.13 —64% 3.6%
TER T bl 22.41 25.77 -13% 6.9%
it 342.16 352.44 —-3% —
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10 NRESRZDLAF TR U S 450, 3D RESR I ST AN B 7 Bw) e JE R AT A&
JRAS T R SR AF BRI B LA B 2y, ARG RS D3 =l 5%, B B AR RS (22 ) SR A [ B b 23
W5 H AN I B o 253000 H 55 o W0 R BRI, TF A i AT R AL A6 R RIS N - T %A H & 588

FLSRMEAF5E
35 -
30 A
25 A
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15 A
10 A
5 4
o L -
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m TR

Figure 7. Inventory status of Kangmei Pharmaceutical Co. (unit: 100 million
yuan)

B 7. REEAFIDRR(BAL: 27T)

Sk E, o F N BOCHE B S B R R AR A B, B ) S MO SR A e A
W e TR LRI RE  H , 5 1 A AR 22 RIS L A Bl bR 22 iR A ROAR SRR 2 11

AP — B G R BB H , XELLH T, B A 5 S AR DL Lzl
FIwA-. i 8 Fron, RESRHFEVEEMI B A IR E — HBOR, IEAERYERRAE 10% /2 f . HARMR T
HR AR D, AR 7RSSR KIS, att A H S R AR B T R S AR AEBE R

35 4

30 4

25 A

20 4

15 A

10 4

3 i
0 —_ =

2011 2012 2013 2014 2015 2016 2017 2018H1
mHAEE A B

Figure 8. Consumptive biological assets of Kangmei pharmaceutical Co.
(unit: 200 million yuan)
8. REHIHFRMEMERI(ERM: 1Z27T)

WRIGHAT e A%, BT R LE R Eh 2 e dr . B 94 14 10 W, RESEIT AR BRI A —
FEREE ETE, M 26%39K 2 30%. HHIE T e /7 B8 4 3 RIR %, M 2.11 IR R % 0.54 k. TITESRSS
, FREENE-REAHKRKR,

H RN, AR EER TR, MBI R, HEERIH ), M5
G TR, AHEWAMERNE . XN A RN TR — R AT s, BRRAMEN
TR BIUCRSE ML T E T, SO B RIE AR, AR TR BRI E U, R BRI
INAEEE

2. R

b B 1 AR AT S AF S BCR AR UL R B TR . (B ST A W P A M A B e s —
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Figure 9. Sales gross profit rate of Kangmei
pharmaceutical Co.in recent five years

B 9. REHWIR S5 FHEEFEBR
25
20
15
1.0

0.5

0.0
2014 2015 2016 2017 2018

—TERARR

Figure 10. Inventory turnover rate of Kangmei
pharmaceutical Co. in recent five years
B 10. REDHIR 5 FHEEAEERER

2014 FFESE RN 9.12 4275, YW 15 LR AR T 2252015 F A E T RIF B 10 120 26 12-15
NS4 350 Jisk, #% 2015 R, AR FSOH O RIHEAIL 19.42 1476, KT SAEE Sk
MHEAE, BB REFEARKESHMEEIS, WEEBWGRSREIN, JET % 5L 80%~95%, LA
10 EMAERRTE, FEIBFER N 8%~9.5%, =S A K.

3. FRIHIER

AR H AW RS A A TR AR R T IR, DLKREE MR TR k. FEENR NS
(0 A B W SN S 1) 2 LRI G N B B 2 FH AL AR RS0k B 2015 K1 AT, B 450 Jo/o TR
FHT 300 JT/vE. AHTEIEN, AFBCRARKECL FBE, ASEEURNEIKIE TR, SiEEM BRI EM TS .

() Bl

RS I 2 254 B U 2 7] 1 2 B SKRIR (I 18] 11 FToR), A FISHE B S Sl i da b,
HEZHERNREMNE, THREK.

B UGS . o, TERZRELN, AR A AR, R EEES S, B
TACH I R 26 51 2 i R Ry, AR I . T PG 2GR 24 4 5 5 5 R T AR TR G
TR S S AR 5 E BN 1 12 FioR). BRIk, S ik 2 B (6 B S B R B R P 25k 55 I

T e SR I R 24 B U S DLTITAR BE (R 2 B S N EAT XS B, FE i e BB I R . RESei
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JUEEZHEIRNZERYEK, WE 13 fn, EERERL, 2015 FLUG A 7 EHE SR EFABHR,
K- Z i 2015 4E 1) 11%3] 2016 4F 1) 19%F11 2017 4E11) 26%, DRI S 12 56 78 e N 386 K- (149 J5 1A o

300 - - 100%
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Figure 11. Proportion of pharmaceutical sales revenue of Kangmei Pharma-
ceutical Co. (unit: 200 million yuan)

Bl 11, REDUEAHEVWN SRR (EBAL: 27T)

: 2l
8% 23% 2 5 5
E1IZ55

R
22% " BT A
= fRAE

36%
1%
Figure 12. Proportion of operating revenue of

Kangmei pharmaceuticalCo.
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Figure 13. Sales revenue of Kangmei Pharmaceutical Co. (unit: 100 million
yuan)
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Figure 14. Income of traditional Chinese medicine trade of Kangmei pharma-
ceuticalCo. (unit: 100 million yuan)
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Figure 15. Income of traditional Chinese medicine decoction pieces of Kangmei
Pharmaceutical Co. (unit: 100 million yuan)
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Table 11. Comparison of organizational structure of accounting firms
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