Economic Management Journal
March 2024, Volume 13 Issue 1, PP. 160-164

Case Analysis of Audit Failure of Accounting
Firms
—Taking the Audit of Bobaolon by Zhongxingcai Guanghua as an Example

Ting Li, Tian Xiao
Sichuan Normal University, Chengdu, Sichuan, 610000, China

Abstract

In recent years, the supervision of the China Securities Regulatory Commission has been continuously strengthened, and the
phenomenon of financial fraud of listed companies is still common, which makes it difficult for the public to trust the audit report
issued by certified public accountants. This paper analyzes the reasons for the failure of Zhongxingcai Guanghua's audit of
Bobaolon from the three levels of audit subject, audit object and external supervision, and puts forward suggestions to prevent
audit failure. At the level of audit subject, the lack of quality control function, the out of control of correspondence procedure and
the lack of vigilance are the main factors causing audit failure. At the level of audit object, the imperfect internal governance
structure of the enterprise itself brings higher audit risk, which further increases the possibility of audit failure. At the external
regulatory level, factors such as insufficient regulatory coverage, lagging supervision, and low penalties have led to a fluke
mentality between enterprises and accounting firms, and the risk of audit failure has increased. Based on this, accounting firms
should carry out integrated management, improve and strictly implement quality management procedures, and improve their
practice ability. Listed companies must improve their corporate governance structure. External regulators need to set a good listing
threshold, use new technologies to improve regulatory agility, and increase the cost of illegal violations, in order to reduce audit
failure events.
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2013 4 10526.91 56.10%
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2018 4 73797.54 50.18%
2019 4 109755.50 78.15%
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2013 4 14591.73 28.27% 4785.09 40.47%
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2015 4 29407.14 48.47% 9616.41 68.25%
2016 4 23715.87 36.22% 7733.82 56.86%
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2018 4 14164.03 13.49% 5379.17 24.67%
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