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Research on Audit Quality
Management of Accounting Firms——
Take Zhengzhong Zhujiang Auditing

Kangmei Pharmaceutical as an example
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Abstract

With the implementation of reform and opening up policy in 1978
and the transformation from planned economy to market economy in
1992, China's audit industry began to get rapid development. In order to
standardize the professional behavior of accounting firms and certified
public accountants and improve the audit quality, China Annotations
Association formulated and submitted to the Ministry of Finance for
review and issued relevant audit quality management standards. In 1996,
the Ministry of Finance issued the first set of standards, namely the Basic
Standards for Quality Control of Certified Public Accountants in China.
In nearly 20 years since then, CICPA has revised the standards four times,
the latest time being 2020. The formulation and constant revision of the
quality management standards are intended to guide and restrain the
behavior of firms and certified public accountants in their practice, and
the ultimate purpose is to guarantee the audit quality. However, failed
audit cases such as Kangmei Pharmaceutical, Xinlv Stock, Zhangzidao,
etc. happen frequently. Every year, the CSRC has punished relevant firms
and certified public accountants for violating laws and regulations. The
improvement of audit quality needs to be addressed urgently.

This paper selects one of the top 20 typical cases of securities
regulatory inspection in 2021 issued by China Securities Regulatory

Commission (CSRC), which is right in the middle of Pearl River Audit
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Kangmei Pharmaceutical Company. Taking the audit quality management
of firms in the audit process of specific financial statements as the
research object, this paper analyzes the problems existing in the audit
quality management of firms in the audit process of specific financial
statements, and proposes suggestions for improvement. In order to
provide reference for the same scale of firms to improve the audit quality
management. On the basis of reading a lot of literature and other relevant
materials, this paper is completed from six parts. The first part starts from
the research background and significance, and then reviews the domestic
and foreign literatures on audit quality, audit quality management and
influencing factors of audit quality, and finally introduces the research
methods and contents. The second part defines the concept of audit
quality and audit quality management and the theoretical basis of this
paper. The third part introduces the basic situation of Zhengzhong
Zhujiang and Kangmei Pharmaceutical and the punishment of relevant
units and responsible personnel by CSRC, and reviews the case. The
fourth part uses PDCA cycle theory, an important quality management
theory, to divide the audit process of financial statements into four stages:
P planning, D execution, C inspection and A summary. And the use of the
Ministry of Finance issued No. 5101, No. 5102, No. 1121 and other audit
quality management standards to analyze each stage of the Pearl River

audit Kangmei Pharmaceutical financial statements in the process of
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existing problems. In the fifth part, according to the four stages of PDCA
cycle theory, the audit quality management of Zhongzheng Zhujiang Firm
Is improved. The sixth part introduces the research conclusions and

shortcomings of this paper.

Keywords: Audit quality management; Accounting firm; Audit of

financial statement
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T I X H R BRI M. Patrick et al. (2015) AN I
PRORI B TH BT R S IAH S OC AR BT U BB s, B TE B B IR, JuanMao,
Michael Ettredge % (2020) A\Jy5E5% i AE O & 1 2% F A pld b e vk i
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