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ABSTRACT

With the continuous development of the national economy, the government has also increased its
supervision over the market. Regulatory agencies are increasingly concerned about the improvement of the
official regulatory system, striving to curb the manipulation of information by listed companies, forcing
accounting firms to be more cautious in the audit process, and thus strengthening institutional norms to
enhance audit quality. In order to consolidate the fundamental framework of the capital market, the
Shanghai and Shenzhen stock exchanges in China have gradually implemented the inquiry letter system
since 2014. With the continuous expansion of the capital market and the increase of listed companies,
traditional post supervision is difficult to meet the demand. The frequency and coverage of inquiry letters
have been expanding year by year, becoming a key means to strengthen in-process supervision and improve
the quality of information disclosure. This measure aims to efficiently constrain the transparency of listed
companies' external information release, and promote a clearer market environment. Sending an inquiry
letter not only has a significant impact on the company being questioned, but may also implicate the
accounting firm. Faced with a harsh regulatory environment, accounting firms must adhere to the spirit of
professional questioning, adopt more efficient audit strategies, and comprehensively improve audit
standards. Taking this as an opportunity, explore whether the exchange inquiry mechanism has a promoting
effect on improving audit quality? If so, what is the implementation path?

This thesis adopts the case study method and selects the specific case of ShineWing as the research
object to explore the possible impacts on the audit quality of accounting firms in the context of the
implementation of the regulatory enquiry system by the stock exchange.First of all, the research literature
and theoretical basis of audit quality are comprehensively sorted out, so as to find the entry point of the
research, clarify the research theme and research direction, and pave the way for the subsequent research
and analysis.Subsequently, we comprehensively collected and organized the information related to the
exchange enquiry letters received by ShineWing's audit clients to ensure the comprehensiveness and
accuracy of the data.Based on this, the data and financial information were analyzed around four key
dimensions (degree of client surplus management, type of audit opinion, audit fee, financial restatement),
and the specific impact of the exchange regulatory inquiry system on the audit quality of ShineWing was
then explored.In order to achieve this objective, the study analyses the intrinsic effects of the regulatory
enquiry mechanism on audit quality from two core perspectives.Specifically, on the one hand, this thesis
focuses on the surplus management and internal control system of listed companies, and analyses the
changes of these two factors under the questioning mechanism and their impact on audit quality.On the

other hand, based on the risk management and resource investment of accounting firms, this thesis also
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discusses the strategic choices of accounting firms in responding to stock exchange inquiries and their
contribution to the improvement of audit quality. Through the above research, this thesis expects to provide
new perspectives and evidence for understanding the impact of the exchange enquiry mechanism on audit
quality, and at the same time provide useful references and insights for relevant regulators, accounting
firms and listed companies.

The main findings of this thesis can be summarized as follows: first, the enquiry letters issued by stock
exchanges play a key role in curbing the accruals surplus management phenomenon among the clients
served by ShineWing, which in turn significantly enhances the firm's professionalism in carrying out
auditing tasks.Secondly, after careful analysis of client risks, it can be seen that ShineWing has reduced the
number of audit services provided to high-risk companies and increased the likelihood of providing
non-standard audit reports to companies facing greater operational uncertainty.Once again, following the
issuance of an enquiry letter by the stock exchange to an audit of ShineWing, the firm tends to increase its
audit fees, thereby increasing the investment of audit resources in order to improve the overall standard of
its audit work.Finally, the significant decline in the proportion of restatements by companies audited by
ShineWing following regulatory enquiries by the stock exchanges strongly suggests that the exchange's
enquiry letters have had a significant positive effect on improving the quality of audit work.The potential
operation mechanism may be reflected in the following: firstly, through the in-depth enquiry of the
exchange, the supervision of listed enterprises has been strengthened, effectively curbing the phenomenon
of surplus management and enhancing the effectiveness of internal corporate governance, which in turn
contributes to the significant improvement of the quality of auditing.Secondly, the enquiry letters from the
regulators have significantly increased the risk pressure faced by accounting firms, forcing them to
strengthen their internal risk prevention mechanism and increase the resources invested in the auditing
process, thus effectively improving the overall quality of the auditing work.Based on the above conclusions,
this thesis proposes audit quality improvement strategies for ShineWing firm according to the different
stages of auditing work, and also puts forward corresponding countermeasures for the regulators, with a

view to contributing to the efficient and stable operation of China's securities market.

Key words: Exchange inquiry letter; Audit quality; ShineWing; Accounting firm
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