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Abstract

This study focuses on the incident in early 2025 where Tianheng Certified Public Accountants received the
maximum penalty from the China Securities Regulatory Commission for consecutive audit failures
concerning the annual reports of Jiangsu Shuntian and Zhongli Group. It aims, through a comparative
analysis of these two cases, to explore the deep-seated, systemic causes behind the successive breaches in
the audit defenses of a large domestic firm when facing similar high-risk fraudulent businesses, and to
provide insights for preventing similar systemic audit failures. The research background is rooted in the
heightened requirements for information disclosure quality and audit credibility brought about by the full
implementation of the registration-based system in China's capital market, coupled with the real-world
challenge of increasingly complex and concealed financial fraud methods. As one of the first large domestic
firms to obtain securities and futures business qualifications, Tianheng was fined a total of over 48 million
RMB for two cases within ten days, and its signing certified public accountants were also banned from the
market. This is not an isolated incident but rather a concentrated eruption of risks accumulated over time
within its internal quality control system. Both cases were deeply involved in the false trade cycle of
"Dedicated Network Communication”" orchestrated by Sui Tianli, with highly similar fraud patterns,
providing an excellent sample for exploring the common logic behind the consecutive failures of the same
firm in similar high-risk areas. This thesis follows the logic of "case review - cause analysis -
countermeasure construction." First, it systematically reviews the specific methods, financial impacts, and
penalty consequences of Jiangsu Shuntian and Zhongli Group's involvement in the "Dedicated Network
Communication" false business, and summarizes their fraud characteristics through comparison. Then,
based on modern risk-oriented audit theory, it reveals the composite causes of the audit failures from three
levels: at the certified public accountant level, the core issue lies in the systemic absence of professional
skepticism, leading to formalistic risk assessment, perfunctory execution of control tests and substantive
procedures, and a failure to penetrate the business substance; at the accounting firm level, the root cause
lies in the compromised substantive independence due to long-term client relationships, the failure of the
quality control system, coupled with a poor response to the changing regulatory environment emphasizing
"penetrative supervision and zero tolerance"; at the external supervision level, the lag in oversight and
imperfections in the mandatory audit firm rotation system objectively tolerated the accumulation of
long-term binding relationships and fraud risks.

Based on the above causes, this thesis proposes systematic countermeasures from the dual dimensions of
"entity remediation" and "ecological optimization." At the micro level, certified public accountants must
internalize "prudent questioning” as an instinct in practice and strictly implement penetrative audit
procedures; accounting firms urgently need to promote a trinity governance upgrade of "institution,
technology, and talent," rebuilding the quality defense line through substantive integrated management,
digital transformation, and the cultivation of composite professionals. At the macro level, regulatory
agencies should enhance the effectiveness of technology-driven supervision and improve the mandatory
rotation system for listed companies' audit firms to fundamentally curb the erosion of independence.

The value of this research lies in its linked analysis of two failure cases of the same firm involving similar
high-risk businesses, which transcends the limitations of single-case studies and more profoundly reveals
the governance defects of large domestic firms under the imbalance between aggressive expansion and risk

control. The conclusions provide clear implications for accounting firms to reconstruct their governance



models and adhere to the essence of auditing, as well as for regulatory agencies to optimize the institutional
environment.

Key words: Audit failure; CPA audit; Accounting firm
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