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Decision of Auditor Change and Timeliness of Financial Reports

Based on Motive of Turning Loss into Profit
WANG Shanping' >, ZHAO Congcong”, ZHAO Guoyu’
(1. College of Finance and Economics, Hunan Normal University, Changsha 410081, China;
2. College of Business Administration, Hunan University, Changsha 410079, China;
3. Guangdong University of Business Studies, Guangzhou 510320, China)

Abstract: The auditor change has already gained much recognition. However, research on the listed companies which have
been specially treated (ST) for its two-year losses proved to be little. By analyzing ST companies’ behavior of changing audi-
tors in the year when turning losses into profit, this paper research found that, if the ST companies received modified audit o-
pinions particularly the qualified opinions, these companies tended to change their former auditor to a new one; changing the
former firm into a relatively small firm would result in a better audit opinion; the later the former auditor was changed, the bet-
ter the auditor opinions would be; the earlier the auditor was changed, the timelier the release of annual report will be; the re-
lease of the annual reports would also be timelier if the auditor opinions improved; It proves the indicator of “audit opinion”
does not have much lethality but the indicator of “the net profit after deducting non-recurring profit and loss should be posi-
tive” does have great lethality.

Key Words: motives of turning loss into profit; auditor change ; time of auditor change; timeliness of financial report; new in-

dicator of delist; special treatment system; audit opinion; annual report release
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