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Abstract

In the context of rapid economic development, in order to enhance
their own strength and pursue a larger market share, enterprises often
choose to expand their own scale in order to achieve the benefits brought
by economies of scale. However, with the gradual expansion of the scale
of enterprises, their related party network becomes intricate, the number
of affiliated enterprises continues to rise, and related party transactions
are becoming more and more frequent. Although these measures can help
enterprises use resources more efficiently and reduce transaction costs,
they also provide an opportunity for enterprises to commit fraud, and the
identification of related party relations becomes more difficult. The
complexity and concealment of related party transactions increase the
difficulty of auditors' work and increase audit risks. In view of the current
actual situation, audit failures related to related party transactions
continue to occur, such as Yan'an Bikang, Huaze Coke and Nickel, Er
Kang Pharmaceutical, etc. These events not only expose the deficiencies
in the audit work of related party transactions, but also lead to the serious
doubts about the quality of the audit industry, and the public's trust in the
audit industry has declined significantly. Although China's regulatory
authorities have issued relevant auditing standards for related party
transactions,these standards only describe the principles from a macro

perspective,and there is a time gap between the issuance of the standards
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and the development of the market,there is a lag,and the reference range
of auditors in practical work is still very limited.Therefore,it is
particularly critical to study the audit risks of related party transactions
and develop corresponding risk prevention strategies.This paper mainly
studies the related party transactions of related party transactions,and puts
forward some suggestions for the related party transactions of related
party transactions.

This paper starts from the incident of Furen Pharmaceutical, takes
the audit of related party transactions as the research object, uses the case
study method, analyzes the audit risk of related party transactions on the
basis of modern risk-oriented theory, and puts forward the audit risk
prevention strategy. By studying the related party transactions of Furen
Pharmaceutical, this paper classifies its audit risks into the following two
aspects: First, the risk of major error reporting, which is mainly caused by
the challenges brought by the characteristics and operating pressure of the
industry, the defects of the enterprise's internal control system, abnormal
monetary funds and debt problems; The second is inspection risk, which
mainly stems from a series of improper practices of auditors in the
execution of audit tasks, including lack of doubt, defects in risk
assessment procedures, inadequate substantive procedures and ineffective
operation of the internal audit quality control system of the firm. These

improper practices lead to high inspection risks. Therefore, when auditing
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related party transactions, it is necessary to carefully evaluate the
effectiveness of internal controls, standardize the risk assessment
procedures, and conduct a comprehensive assessment and analysis of the
financial data of the enterprise in light of the industry environment in
which the enterprise is in, so as to ensure the effective improvement of
audit quality. In addition, auditors should optimize audit methods, expand
the scope of audit procedures, and effectively implement the review of
related party transactions. It is hoped that the research of this paper can
help auditors to enhance risk awareness and improve audit efficiency and

audit quality in the process of related party transaction audit.

Keywords: Related party transactions; Audit of related party transactions;

Audit risk;
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