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A Theoretical Analysis on Essential Characteristics of Audit
WU Zhongxin'?, ZHOU Hongxia'"
(1. Business School of Hunan University, Changsha 410082, China;
2. Hunan Institute of Finance and Economy, Changsha 410205, China;
3. Anhui University of Finance and Economics, Bengbu 233030, China)

Abstract: Based on the perspective of zero-embedding and embeddedness, this paper analyzes audit in this way that audit is
not only the product to remedy the incomplete principal-agent contract but also the demand of consigner and consignee of the
audit provided by auditors. This paper explores the traditional tripartite audit relationship from the principal-agent theory to de-
duce the appropriate audit institution that has characteristics of diminishing marginal returns to maintain and realize essential
characteristics of audit. And according to the above audit institution, it continues to construct a modern quartet audit relation-
ship and explore the audit fee calculation and the balance outcome from the perspective of game theory to ensure the essential
characteristics of audit.

Key Words: essential characteristics of audit; one way traditional tripartite audit relationship; double way modern quartet au-

dit relationship; audit balance; audit client; audit trustee
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