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Abstract

Auditing is crucial to the economy's long-term success. It acts as a medium for
information between investors and companies. Third-party users use the audit results
as a guide when making decisions. As a result, relevant state agencies are constantly
beefing up their oversight of businesses and auditors. Despite this, the Securities
Regulatory Commission has disclosed many cases of audit failures in recent years.
Audit failures have a very negative impact on both auditors and enterprises involved.
Therefore, this article hopes to explore the real causes of audit failure through the study
of audit failure, so as to avoid audit failure.

The result of audit failure is the product of management and auditors working
together, and it is critical to investigate the interaction between the two. As a result, the
audit conflict hypothesis and audit conflict model were introduced in the hopes of
analyzing the root causes of auditor errors from the deep explanations for their action
choices. This article organizes and defines the word "audit failure," as well as domestic
and foreign literature on the causes of audit failure and preventive measures: The audit
failure judgement criterion is whether the auditor is vigilant and diligent during the
audit process. Using the principal-agent principle, the "rational economic man
hypothesis" theory, and the GONE theory, the outstanding characteristics of the auditor
and the company are summarized from the beginning of the audit loss cases revealed
by the Securities Regulatory Commission in the last five years, in order to simplify the
original audit conflict theory. On the basis of this model, the reasons for the behavioral
selection between auditors and management are analyzed, and the real reasons for audit
failure are obtained.

After using the optimized model to analyze the audit failure of Ningbo Sunlight
Case, it was discovered that the key cause of the audit failure is a power disparity
between the auditor and the management. The audited unit's management has
significant capacity to lie and exert pressure on the auditor, whilst the auditor lacks
sufficient power to withstand the management's pressure. As a result, increasing the

power of auditors while limiting the power of management are important factors in
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avoiding audit failures. Finally, this review based on these two points and offers

recommendations for avoiding future audit errors.

Keywords: Audit failure; Conflict theory; Ningbo Sunlight; Behavioral model
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