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Abstract

As a professional service, audit aims to enhance the credibility of financial statements, alleviate the
problem of information asymmetry, and provide basic guarantee for the effective operation of the capital
market through the verification and evaluation of an independent third party. Given that long-term
cooperation may weaken auditor independence, Chinese regulators have introduced a mandatory rotation
system aimed at maintaining audit independence and improving service quality. However, in reality, some
listed companies may choose to change accounting firms voluntarily when the external conditions are
mature due to internal pressure or specific motives. For example, some listed companies with poor
operating conditions try to change their audit institutions to cover up their financial difficulties and send
positive signals to the capital market. Some listed companies that had already received non-standard audit
opinions in the previous year tried to moderate the audit opinions by changing firms. Such changes not only
affect the quality of audit work directly, but also affect the interests of investors through the signaling
mechanism when the announcement is disclosed. Therefore, an in-depth analysis of the motivations and
consequences of the change of accounting firms by listed companies is of vital importance for protecting
investors' rights and interests and promoting the healthy development of the capital market.

This thesis selects Guohua Network Security as the research object, uses the case study method to sort
out the fact that the company will continuously change accounting firms from 2020 to 20223, firstly
analyzes the motivation of change through pressure behavior, then summarizes the internal and external
conditions in the process of change, and finally analyzes the consequences of change from two perspectives:
market response and audit quality. The research findings are as follows: (1) The motivation of Guohua
network security company's first change may be to convey positive signals to the outside world under
financial distress. The motivation for the second change may be to soften the audit opinion and pave the
way for the removal of other risk warnings. (2) During the two changes, the unreasonable board of directors
and equity structure of the company, insufficient internal control, fuzzy strategic positioning, and
insufficient professional ability of auditors of accounting firms jointly provided opportunities and
conditions for the company to continuously change the firm. (3) The choice of different firms leads to
different consequences. In terms of market reaction, the market reaction after the first change of the firm
was positive, and the second change was the opposite, and with the release of more information about the
company, investors' expectations were adjusted, and finally formed the inconsistent reaction of investors
when the announcement of the proposed change was released and the annual report was disclosed. In terms

of audit quality, when Guohua Network Security changed into a firm with strong comprehensive audit



strength and ranking, the audit quality was improved, which was reflected in lower abnormal audit fees,
more conservative audit opinions, and detailed disclosure of key audit matters. On the contrary, when
Guohua Network Security changed to a firm with weak comprehensive audit strength and low ranking, the
company's audit quality was negatively affected by higher abnormal audit fees, more aggressive audit
opinions, higher earnings management degree and less disclosure of key audit matters.

The research results of this thesis provide a new perspective for exploring the influence of different
accounting firms on audit quality and market response when listed companies face different pressures and
opportunities, and have certain implications for regulators, investors and listed companies themselves in the
selection of accounting firms.

Key words: change of accounting firm; Change motivation; Consequence of change
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