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Abstract

On 5 November 2018, a new segment of listed companies, the Science and Technology Innovation
Board, appeared on the Shanghai stock exchange. The listing system of the Science and Technology
Innovation Board adopts a registration system. The Science and Technology Innovation Board market has
flourished and, as of today, a large number of companies have been successfully listed on the market. The
birth of Science and Technology Innovation Board has expanded our country’s market trading segment and
has become so popular that it has attracted many high-tech companies still in their start-up phase to seek
listing in a short period of time. However the trial registration system of the Science and Technology
Innovation Board has also brought about some IPO audit risks. It is then of paramount importance for
accounting firms to find ways to both improve the quality of their audits and reduce the risk of IPO audits
on China’s Science and Technology Innovation Board. In addition, an objective and truthful audit report of
high quality is not only a “reassurance” for investors, but also plays a vital role in the sound and stable
development of the Science and Technology Innovation Board market. As the rights allocation, listing
system and companies applying for listing on the Science and Technology Innovation Board are very
different from those on other boards, past experience in IPO auditing may not be very useful for the
Science and Technology Innovation Board, so it is necessary to study the audit risk of IPO on the Science
and Technology Innovation Board to increase experience.

This thesis provides a detailed review of the literature on this topic, using principal-agent theory,
information asymmetry theory and modern risk-based audit theory as a guide to consider the analysis of
IPO audit risk on the Science and Technology Innovation Board. After understanding the IPO listing system
and high-tech enterprises, the article analyzes the causes of IPO audit risks of the Science and Technology
Innovation Board from the following three aspects: the Science and Technology Innovation Board listing
system, the characteristics of the listed companies’ industries themselves and the accounting firms’
adherence to the cost-benefit principle. The article takes the first company to be issued with a regulatory
letter on the Science and Technology Innovation Board market-RongBay Technology-as a case study and
analyses in detail the material misstatement risks and inspection risks associated with the IPO of the
company on the Science and Technology Innovation Board, and proposes measures that the accounting
firm can take to address these risks from the perspective of the external auditor. One of the first companies
to be listed on the Science and Technology Innovation Board market, RongBay Technology received a
regulatory letter from the China Securities Regulatory Commission shortly after its listing.

The analysis found that the risks of material misstatement faced by RonBay Technology during the
IPO audit were more obvious, with the product mix being too homogeneous, internal controls not
standardized, and issues such as R&D expenditure, operating income and accounts receivable recognition
requiring extra attention. Science and innovation enterprises attach importance to R & D expenditure, and
the revenue link has always been a high-risk area for the company to manipulate profits. In terms of
inspection risks auditors face problems such as failure to perform their audit duties with diligence and lack
of professional judgement. In response to the above risks, this thesis argues that auditors should pay more
attention to the external environment of Science and Technology Innovation Board IPO companies, fully



understand the internal governance of IPO companies and pay attention to the identification of R&D
expenditure, operating income and accounts receivable in respect of material misstatement risks. In respect
of inspection risks, maintain due professional skepticism, improve one's professional competence and
cultivate composite audit talents. The Science and Technology Innovation Board has now become an
important development force in China's economic market, and more efforts are needed from many parties
in order to promote its better and faster development. After the above analysis of Ronbay Technology, the
author hopes to distill the experience that can be used in the audit work, which will provide important
background information for audit firms to conduct IPO audits on the Science and Technology Innovation
Board, in order to further reduce the risk of IPO audits on the Science and Technology Innovation Board
and facilitate the sustainable, healthy and stable development of the Science and Technology Innovation
Board market.

Key words: science and technology innovation board; IPO audit risk; RonBay Technology
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