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Abstract

With the rapid development of China’ s capital markets, the number of listed companies has continued
to grow and the market has expanded steadily. However, alongside this rapid growth, issues such as
financial fraud and audit failures have emerged, posing significant risks to the healthy functioning of the
market. To address this challenge, the government has continuously improved the regulatory framework,
and the China Securities Regulatory Commission (CSRC) has issued a series of policies, including the
*QGuidelines on Corporate Governance for Listed Companies®, to further strengthen regulatory
requirements for listed companies and intermediary institutions. Against this backdrop, auditors, as the

i

“ gatekeepers 7 of the capital market, have become the focus of attention in both academic and
professional circles regarding the effectiveness of their duties. A statistical analysis of penalty
announcements for audit failures issued by the CSRC between 2014 and 2024 reveals that consecutive
audit failures account for as much as 66% of all audit failure cases, underscoring the significant theoretical
and practical importance of conducting in-depth research on this issue. Accordingly, this thesis examines
the typical case of Dahua Certified Public Accountants’  consecutive audit failures regarding Jintongling
Technology Group. By combining a retrospective static analysis of the case with a dynamic interactive
mechanism analysis based on evolutionary game theory, this study aims to reveal the causes, impacts, and
dynamic evolution mechanisms of consecutive audit failures from multiple dimensions, and to propose
preventive measures based on these findings.

First, this thesis employs a literature review approach to examine relevant domestic and international
literature on audit failures. Using CiteSpace software for knowledge mapping analysis, it identifies the
current research frontiers and areas for improvement in fields such as audit failure and evolutionary game
theory in auditing. Second, the thesis elaborates on its theoretical foundation by drawing upon game theory,
principal-agent theory, information asymmetry, and other relevant auditing theories. Third, the thesis
systematically reviews the entire process of Dahua’ s consecutive audit failures regarding Jintongling,
conducts an in-depth analysis of the causes leading to the consecutive audit failures among the three parties,
and elaborates in detail on the impacts of these consecutive audit failures. Based on this, a three-party
evolutionary game model involving regulatory authorities, the audited entity, and the accounting firm is
established. The study calculates the strategy stable points for individual agents and the equilibrium
strategy combinations when the system reaches an evolutionary stable state. Using MATLAB software, the
study conducts simulation analyses of the evolutionary trends of game strategies to verify the reliability of
the aforementioned mathematical conclusions and to investigate the sensitivity of key parameters—such as

the severity of penalties for violations and the positive impact of actively fulfilling duties—to changes in



these parameters. Finally, based on case studies and the three-party evolutionary game model analysis,
more targeted countermeasures to prevent consecutive audit failures are proposed.

The results indicate that, because the benefits of non-compliant disclosures outweigh their costs,
audited entities are not highly sensitive to the severity of penalties imposed by regulatory authorities;
however, increasingly stringent penalties have a positive effect on regulatory authorities~  proactive
fulfillment of their supervisory duties; Audit firms are highly sensitive to the severity of regulatory
penalties, the negative impact of lax regulation, and the positive impact of diligent performance of duties.
Establishing and improving a reputation system for audit firms, as well as increasing penalties for lax
auditing practices, will have a positive impact on the rigor of their audits; regulatory authorities are also
relatively sensitive to the positive effects of strict regulation. Incorporating the effectiveness of audit failure
prevention and control into the core performance evaluation indicators of regulatory authorities will help

enhance their motivation to enforce strict regulation.

Key words:Consecutive Audit Failure; Evolutionary Game; Audit Supervision
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