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Case Analysis of Audit Failure: Taking Shengli Precision as
an Example
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Abstract

Amid the rapid expansion of capital markets and intensifying industry competition, companies often resort to unethical practices to
secure funding in order to maintain their market leadership. This situation has created stringent demands on audit procedures and
the professional competence of auditors. Zhicheng Optics was found to have committed financial irregularities between 2016 and
2018. On September 5, 2022, the China Securities Regulatory Commission (CSRC) issued an administrative penalty decision against
Shengli Precision and related responsible personnel. This article analyzes Shengli Precision’s financial fraud practices, examines the
causes of Tianheng Audit Firm’s failure from their perspective, and proposes a series of potential solutions and recommendations.
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