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Abstract

In recent years, more and more enterprises have decorated the financial statements through fi-
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THE

nancial fraud, and the accounting firms that have carried out audit work have not found the finan-
cial fraud of the enterprise, and issued a standard and unqualified auditor’s report. The emer-
gence of these audit failures not only affects investors’ incentive, but also leads to the decline in
authority of the audit industry. To enhance the credibility of the audit industry and exert its su-
pervisory function, we must to analyze the reasons of the audit failure and take relevant preven-
tive measures. Through the study of the failure case of the Xinlv Stocks audit failure case, this pa-
per describes the reasons for the failure of Zhongxingcai Guanghua Certified Public Accountants
LLP and put forward corresponding relevant measures. Through the analysis of this audit case, we
can draw lessons from the audit failure, enhance auditors’ risk awareness, and provide sugges-
tions for future audit work, reducing the occurrence of audit failure cases to a certain extent. The
first part of this article is the research background and significance. The second part describes the
failure audit case of the Xinlv Stocks. The third part analyzes the audit risk of the case by using the
modern risk-oriented audit method. The fourth part presents corresponding improvement sug-
gestion.
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Figure 1. The modern risk-oriented audit method
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