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Study on Audit Failure of Accounting Firm

— Take Ruihua Accounting Firm as an example

Zhu Yidan
Nanjing Audit University, Nanjing, Jiangsu 211815

With the continuous growth of China's economy, the number of A-share listed companies has
exceeded 5000, and the demand for audit business has increased greatly. On March 1, 2020, the
newly revised "Securities Law" was implemented, marking the capital market into a more standardized
and strict supervision era. The new law toughens penalties for violations, raises audit quality
requirements and stresses the crucial role of accounting firms in maintaining market order. The relevant
policy documents define the overall requirements for enhancing the professionalism, ethical standards
and professional management of the audit profession. Since its joint establishment in 2013 by Horwath
of Guofu and Yuechua of Zhongrui, Ruihua Accounting Firm has quickly become a leader in the local
industry, but its audit quality problems have gradually emerged. From the end of 2013 to the end of
2024, Ruihua suffered 33 regulatory penalties and warnings, damaging its reputation and triggering
a chain reaction in the capital market. This study uses the rooted theory to deeply analyze the audit
failure cases of Ruihua Accounting Firm, and discusses the causes from multiple dimensions to provide
a new perspective for the audit failure theory. After comparative analysis, the paper puts forward
targeted prevention strategies to provide empirical basis for the development of audit theory.

audit failure; Ruihua Accounting Firm; grounded theory
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