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Abstract

In recent years, Chinese accounting firms have been frequently penalized by regulatory bodies such as
the China Securities Regulatory Commission (CSRC), its local bureaus, and stock exchanges, making audit
quality an increasingly serious concern. Ruihua Certified Public Accountants collapsed due to its joint and
several liability in multiple audit failure cases, including Kangdexin, Huaze Cobalt Nickel, and Qianshan
Pharmaceutical. Grandshine Certified Public Accountants was also severely weakened by its joint liability
in the Wuyang Bond case. Moreover, leading firms such as BDO, Pan-China, and RSM China have been
repeatedly issued warning letters or fined millions of yuan for issues such as "failure to identify material
misstatement risks" and "inadequate execution of audit procedures," seriously undermining the credibility
of the entire industry. Fundamentally, the core reason for these penalties lies in inadequate audit quality
control—firms failed to effectively detect financially embellished statements, causing enormous losses to
investors. Therefore, although audit quality control is not a new topic, studying how to improve it under the
current strict regulatory environment remains of significant practical importance.

Against the backdrop of the 2020 revised Quality Management Standards for Accounting Firms issued
by the Ministry of Finance and the implementation of the new Securities Law of the People's Republic of
China, this study selects Grandshine Certified Public Accountants as the case object. By integrating case
analysis, questionnaire survey, and literature review, it systematically explores the deficiencies in audit
quality control and proposes improvement paths. The study examines seven representative penalized
projects of Grandshine from 2021 to 2025, combined with questionnaire data collected from 105 audit
personnel at Branch A. Six prominent deficiencies are identified: failure to re-evaluate auditees in
continuous engagements, insufficient emphasis on risk assessment procedures, inadequate execution of
further audit procedures, insufficient review of external experts' work, perfunctory three-tier review
procedures, and untimely documentation archiving. Root cause analysis reveals that these problems stem
from multiple dimensions: lack of integrated management between head office and branches, high
personnel turnover, absence of professional skepticism among auditors, insufficient professional
competence, intense industry competition, delayed regulatory oversight, and economic pressure exerted by
auditees through audit fee arrangements.

Based on the aforementioned problems and their underlying causes, this study proposes improvement
countermeasures from three perspectives: the firm, individual auditors, and the external environment. At
the firm level, it is recommended to establish an integrated management system linking the head office and
branch offices, and to refine the team composition standards for high-risk engagements. At the auditor level,

it is suggested to strengthen risk awareness, maintain appropriate professional skepticism, and enhance both



theoretical knowledge and practical competence. At the external environment level, it is advised to
reinforce rigid regulatory constraints, optimize market structure, build a technology-driven dynamic
supervision framework, and reform the audit fee model to mitigate economic dependence. This study
anticipates that the aforementioned measures will effectively enhance the practice quality and audit quality
control of Daxin Certified Public Accountants, while also providing reference and insights for Chinese

accounting firms and government regulators in improving audit quality governance.

Keywords: Audit Quality; Audit Quality Control; DaXin Certified Public Accountants
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