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Ⅰ.The Status quo of China's government 

debt management



1.The management system of limit of local 
government debt balance at the end of every year.
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1
 The total limit of local government debt balance shall be

determined by the State Council.

2

 The total limit of local government debt balance shall be reported to the

National People's Congress of the People’s Republic of China or its

standing committee for approval.

3
 Each province's limit of government debt balance shall be calculated and

allocated by the Ministry of Finance of China(MOF) with considering the

factors such as the debt risks,financial situation of each region and

etc.,then reported to the state council for approval.

 Local governments may raise funds within the limit by issuing local

government bonds to borrow money.
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2.The management system for local 
government debt budgets
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3.The management system for Local government 
debt risks precaution and prevention

 In 2016, the State Council of China formulated 

contingency plans for handling local government 

debt risks, and required local governments at all 

levels to formulate contingency plans and 

establish accountability mechanisms.

 On the basis of continuously improving the risk 

assessment and early warning indicator system 

of local government debt, the Ministry of Finance 

regularly evaluates the risk situation of local 

government debt, and timely notifies the local 

government with the rating of "early warning" and 

"warning".



4.The management system for local 
government debt supervision
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5.Local government debt information 
disclosure system

1

2

Ministry of Finance

Local governments

disclose the total debt limit of local

governments in a timely manner

release information on the debt

total limit, balance, term and

purpose of local governments



5.Local government debt information 
disclosure system
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 In general, the Chinese government has always attached great 

importance to debt risks.

On the one hand, the government has played an active role in regulating 

debt management, supporting the construction of major projects under 

construction and strengthening weak links; on the other hand, it has 

standardized the management of government debt and strictly controlled 

the risks of local government debt.

According to data released by the Ministry of Finance of China, by the end 

of 2018, the outstanding debt of local governments in China was 18.39 

trillion yuan. 

The debt level of local governments was measured by debt ratio (debt 

balance/comprehensive financial resources), the debt ratio of local 

governments in 2018 was 76.6%, lower than the warning standard of 

100% to 120% adopted internationally.
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Ⅱ.Status Quo of China's government debt 
audit situation in recent years

1
 The first stage(2010-2013):Figure out the size of

local government debt through comprehensive audit.

2
 The second stage(2014-2017):Find out the problems

and risks existed in local government debt through

focused audit in selected area.

3
 The third stage(2018— ）:Local government debt

audit based on data analysis
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2013

85,000 
Other 
Units 

2.45 
Million 
Debts 

7,200 Local 
Government 

Financial 
Vehicles 

54,000 

Auditor

s 

730,000 

Projects 

 detailed and accurate data

establish rules and regulations and regulate 

the management of debts

 played the role of the supreme audit office in 

promoting the improvement of national 

governance



The second stage
(2014-2017)

At this stage,on the basis of the overall analysis of data, some regions 
and some units will be selected for inspection and audit.Then The audit 
reveals the problems found,to promote relevant departments regulate 
the management of debts.

From 2015 to 2017, CNAO continued to improve the working methods 
of local government debt audit, targeted areas with weak local 
government debt management and high risks, and completed local 
government debt audit projects covering different regions efficiently.



The third stage
(2018— ）

1. related data 2. general analysis

3. verification of 
doubtful points

4. inference of 

general



The effectiveness of China's government 
debt audit

 Promoting the 

reform of the 

local government 

debt system

 Identifying new 

debt problems 

and risks in some 

areas
 Putting forward 

both targeted and 

operational audit 

recommendations 

1

2

3
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take serious actions to 
ensure accountability

transform the functions of the 
government and steadily advance 
reform of systems and mechanisms 
for investment, financing, and 
taxation

establish and improve a mechanism 
for early warning and emergency 
response to debt risks

establish a standardized 
government debt financing 
mechanism

improve the government 
debt management system

handle existing debts and guard against 
debt risksestablish and improve the 

responsibility system for 
managing local government debt

(1)Put forward targeted and operational 
audit recommendations

8

establish interdepartmental joint 
monitoring mechanism,,the prevention 
and control mechanism and the 
information disclosure mechanism



(2)Promote reform of the local government 
debt system

The local government 

debt has been 

incorporated into the 

government budget

The mechanism for 
interdepartmental joint 
monitoring,prevention and 
control

The mechanism for 

emergency management

The debt limit 

management has been 

implemented

The mechanism for early 

warning of risks

The mechanism for 

information disclosure



(3)Identify new debt problems and risks in 
some areas

Since 2015, CNAO has been paying close attention to whether there are 
new changes in local government debts and whether there are new 
risks and hidden dangers.

At the same time, we should plan and prepare all kinds of local 
government debt audit tools in advance.

On behalf of the state council, CNAO has repeatedly disclosed new 
problems and hidden risks existing in current local government debts. 

Government debt audit has been widely praised by GOC,related 
departments and the public.
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Ⅲ.Application of data analysis technology in 
national government debt audit
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1.General idea

 the relative 
comprehensive 
analysis

 big data analysis 
means

 formation audit 
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government debt 
data
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verified results to 

the local financial 

departments and 

urge the auditees 

to timely update 

the debt statistics

 local government 
debt data

 fiscal  data
 financial data
 industrial data 
 commercial data

collect datas

data analysis

decentralized 

verification



(1)Unified organization 

and hierarchical 

responsibility.

(2)Centralized data and 

expert analysis.

(4)Issue suspicious 
points and disperse 

verification.

(3)Result feedback 

and overall analysis.

2.Audit organization mode and 
implementation process



(1)Unified organization and hierarchical 
responsibility.

Starting in June 2018, CNAO organized an audit of local government 
debt.

At the beginning of June, CNAO issued an audit work plan and 
organized a 2-day video training to explain the audit work plan and 
the preparation of audit statements.

By means of "centralized analysis of data, issuance of analysis doubts, 
and decentralized verification ", the authenticity, accuracy and 
integrity of debt data reported by the financial department shall be 
emphatically verified.



(2)Centralized data and expert analysis.

 the data analysis team
Data analysis team concentrated the financial, fiscal and other related 

data on a separate data SERVER, mainly using SQL SERVER and 
ORACLE database.

CNAO has collected data on trust products, financial products, 
corporate bonds, corporate bonds, financial leasing and business 
registration information, mainly from public information channels, 
such as the public information released by China national debt 
registration and settlement co., ltd. on China's bond information 
network.



(3)Issue suspicious points and disperse 
verification.

From June to September 2018, CNA completed and issued two 
batches of data clues and recorded more than 10,000 clues.

The audit team mainly verifies the clues of doubtful points, and 
comprehensively judges whether the debts belong to local 
government debts one by one from the subjects of borrowing debts, 
sources of debt paying and USES of funds.



(4)Result feedback and overall analysis.

CNAO has send the data analysis clues to the first-line audit team for 
on-site verification, timely collected feedback information, updated 
the data and revised the model to further improve the accuracy of the 
clues.

The quality of data on local government debt in selected regions has 
been significantly improved through audit.
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