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ABSTRACT

With the continuous strengthening of information disclosure supervision in the capital market, the
phenomenon of sudden revisions to earnings forecasts of listed companies has become a focal issue in the
auditing field due to its impact on market order and investors’ interests. As a technology-intensive industry
with long project cycles and high proportions of accounts receivable, the communications industry is
characterized by complex business models and volatile industrial environments, which further amplify the
audit risks behind earnings forecast revisions and pose severe challenges to auditing practice. Taking the
earnings forecast revision incident of China Future Telecom Group Co., Ltd. (hereinafter referred to as
"Zhongfutong") as the core case, this thesis systematically explores the formation mechanism,
identification dimensions, quantitative evaluation methods and response strategies of audit risks in
communications enterprises under the background of earnings forecast revisions, so as to provide
theoretical and practical references for accounting firms conducting audit services in the communications
industry and for regulators to strengthen market supervision.

Against the background of earnings forecast revisions, this thesis adopts a combination of case
analysis and literature research to analyze the occurrence of earnings forecast revisions and the hidden audit
risks. Based on the current situation of Zhongfutong, this thesis identifies its audit risks from three
dimensions: material misstatement risk at the financial statement level, material misstatement risk at the
assertion level, and detection risk. The entropy weight-TOPSIS method is used to assign objective weights
to various risk indicators. By constructing an evaluation matrix and calculating closeness degrees, the
quantitative evaluation of material misstatement risk at the financial statement level, material misstatement
risk at the assertion level, and detection risk of Zhongfutong is completed, and targeted countermeasures
are proposed to address Zhongfutong’s audit risks.

First, material misstatement risk at the financial statement level is mainly reflected in industrial
environment risk, operational risk and internal control risk. Zhongfutong’s lagged adjustment of business
strategies and over-concentrated business operations, coupled with rapid technological iteration and fierce
competition in the communications industry, affect the enterprise’s operation and financial statement data.
In addition, its internal control is exposed to potential risks such as imperfect business process management
and inadequate information disclosure mechanisms. Second, material misstatement risk at the assertion
level mainly involves profit or loss recognition and measurement, accounts receivable and inventory, and
related party transactions. Inaccurate recognition and measurement of profits or losses, insufficient
provision for bad debts caused by declining accounts receivable turnover, inconsistency between inventory
and the matching principle of revenues and costs, as well as incomplete identification and disclosure of
related party transactions, all exacerbate material misstatement risk. Finally, inadequate implementation of
audit procedures, lack of targeted audit methods, insufficient professional competence and professional
skepticism of auditors, and potential threats to independence jointly give rise to detection risk.

This thesis puts forward suggestions for the response and prevention of audit risks in Zhongfutong. At
the level of material misstatement risk in financial statements, auditors should strengthen in-depth analysis
of the industry and operating environment, and enhance the testing and defect assessment of internal
control effectiveness. For material misstatement risk at the assertion level, it is necessary to conduct
penetrating verification of revenue recognition, unify the caliber of costs and expenses, implement
impairment tests on accounts receivable, and verify the fairness of related party transactions. To mitigate
detection risk, audit procedures should be standardized to ensure the authenticity and accuracy of audit

evidence, audit methods should be improved to better suit industry characteristics, and the professional



competence and professional skepticism of auditors should be enhanced to meet the special requirements of
auditing earnings forecasts in communications enterprises.

Key words: performance forecast reversal; audit risk; entropy weight-TOPSIS; Zhongfutong
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