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Abstract

Promulgation of the Chinese Certified Public Accountants Auditing Standard No. 1504 —
Communicating Key Audit Matters in the Auditor’s Report (hereinafter referred to as Standard No. 1504)
has driven the transformation of the audit report model from an outcome-oriented approach to one featuring
process transparency. The standard mandates a dedicated section for key audit matters in the auditor’s
report, requiring disclosure of high-risk areas focused on during the audit process, bases for professional
judgments, corresponding response procedures and other relevant content. The standard has been
implemented in phases: it was first adopted by A+H share companies on January 1, 2017, and fully rolled
out among all listed companies on the Shanghai and Shenzhen Stock Exchanges in 2018.

A total of 536 listed companies changed their accounting firms in 2023. Given the growing prevalence
of such firm changes, questions worthy of our attention and exploration include: Will the replacement of
accounting firms exert an impact on the disclosure of key audit matters? Will differences emerge in key
audit matters before and after the change? What factors give rise to these differences? And what effects will
these differences ultimately produce?

On the basis of existing literature, this thesis uses listed companies that changed accounting firms in
2023 as the original sample, and filters 197 listed companies with significant variations in firm size as the
research sample. Drawing on the 2023 Top 100 Accounting Firms ranking issued by the Chinese Institute
of Certified Public Accountants via its official website, accounting firms are classified into two categories:
large-sized firms and small-sized firms. This thesis then analyzes the current situation regarding differences
in the disclosure content of key audit matters across adjacent audit years caused by changes between firms
of different tiers. On this basis, it selects the firm change behaviors of Guangyuyuan Traditional Chinese
Medicine Co., Ltd. and Jinyao Darentang Group Co., Ltd. in the pharmaceutical manufacturing industry as
case study objects. Taking ShineWing Certified Public Accountants as the reference benchmark, this thesis
reveals the differentiated performance of key audit matter disclosures under the two change modes of firm
"upgrading" and "downgrading" through a longitudinal comparison of disclosure characteristics before and
after the firm change. Furthermore, this thesis explores the transmission paths and underlying causes of the
impact of accounting firm changes on key audit matters, and finally puts forward targeted countermeasures
and suggestions.

After completing the corresponding statistical analysis of the current situation and case study, the
following conclusions are drawn: First, Variations in the ranking of accounting firms, whether upgrades or

downgrades, exert an impact on key audit matters. Second, firm "upgrading" shows obvious advantages:



after listed companies switch to accounting firms with larger scale, higher reputation and stronger
professional competence, the repetition rate of key audit matter disclosures is lower and audit procedure
disclosures are more detailed. In contrast, after a firm "downgrading" change, key audit matter disclosures
tend to be templated and homogeneous. Thirdly, the auditor's professional practice experience and
subjective understanding of auditing standards also influence the choice of disclosure form and information
content of key audit matters.

Key words: Audit firm change; Key audit matters disclosure; Auditor
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