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Abstract

This paper starts with the phenomenon that most listed companies manage
earnings at their [PO years, aiming at probing whether different levels and different
kinds of earnings management may have different affects on the change of accounting
firms within the subsequent 2 years.Besides,this paper also researches on those
companies’s operating performance within 3 three years after their I[PO.

The behavior of earnings management is pervasive among listed companies
during the IPO process, and it requires cooperation from accounting firms. When
using real earnings management, companies change the substance of operations,
which will not violate the accounting principles and get rid of auditors’ constraints. It
is accrued earnings management that generally asks for accounting firms’help.

Listed companies whose behavior of IPO earnings management receives help
from accounting firms have motivations to replace them soon after IPO. Besides, the
firms also have consideration to stop provide audit services to those companies,
therefore some listed companies would change the firms within one or two years after
IPO. Thus, short-term change of accounting firms is a warning signal that indirectly
reflects the deep financial risk of the company. At the present stage, the auditing
market still belongs to buyers. As the prevailing party, listed companies become more
motivated as well as more capable to varnish their real business performance by the
way of replacing accounting firms.

The results of empirical study show that listed companies who have high level of
accrual earnings management are more likely to change their accounting firms in the
subsequent 2 years, and also their short-term operating performance tends to behave
worse. Based on such situation, this paper presents some suggestions, in hoping of
providing effective protection to investors by the way of improving relevant systems.
In the end, this paper concisely presents its deficiencies, wishing to have improvement
in the future.

Key words: short-term change of accounting firm; earnings management;

performance variation
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