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Abstract

Abstract

Since the establishment of the Science and Technology Innovation Board (STAR
Market) and the pilot registration system in China in 2019, a large number of
technology companies with strong innovation capabilities and broad development
prospects have successfully gone public on the STAR Market. As a "pioneer" in the
reform of China's capital market registration system, the STAR Market has made bold
innovations in the stock issuance system and listing standards, laying a solid
foundation for the subsequent comprehensive promotion of the registration system
reform in China. Under the registration system reform, intermediary institutions have
taken on the responsibility of substantively reviewing issuers. Accounting firms, as
one of the key intermediary institutions, need to strictly control the financial data
disclosure during the IPO reporting period of enterprises. Due to the particularity of
the STAR Market IPO issuance system and enterprise types, certified public
accountants face huge challenges in conducting IPO audit work. Therefore, how to
reduce audit risk as much as possible and issue a fair and true audit report for STAR
Market IPO enterprises has become a focus of the current CPA industry.

In this context, this paper takes information asymmetry theory, fraud triangle
theory, and modern risk-oriented audit theory as the theoretical basis for the study.
First, after a brief overview and descriptive analysis of China's STAR Market PO
system and the current situation of [PO enterprises, the causes and main types of
STAR Market IPO audit risks are analyzed; then, through case study, starting with the
case of Grant Thornton Accounting Firm's audit of Amethyst Storage, the significant
misstatement risks and inspection risks faced by the accounting firm are analyzed;
finally, based on the analysis of the previous chapters, targeted measures to deal with
the audit risks of STAR Market IPO are proposed.

The research of this paper mainly draws the following conclusions: First, the
frequent occurrence of termination of STAR Market IPOs reflects to some extent that
there are still deficiencies in the CPAs' execution of audit work for STAR Market IPO

enterprises; Second, the main causes of STAR Market IPO audit risks are the
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registration system reform, the particularity of the science and technology innovation
board, and the complexity of the TPO audit project, and the audit risks of STAR
Market IPO are mainly concentrated in aspects such as: continuous operation ability,
management fraud, revenue and R&D cost recognition; Third, this paper, combined
with the case of Grant Thornton Accounting Firm's audit of Amethyst Storage,
analyzes the audit risks it has in terms of significant misstatement and inspection risks:
the continuous operation risk caused by the cyclical changes in the storage industry
and high customer concentration; the internal control risk caused by high internal
equity concentration and defects in the internal control system; the significant
misstatement risk at the recognition level caused by revenue recognition concentrated
in the fourth quarter, frequent related transactions, large scale of accounts receivable,
and R&D outsourcing; and the inspection risk caused by the lack of professional
competence of audit personnel and the imperfect quality management system of the
accounting firm; Fourth, based on the analysis of the previous chapters, this paper
proposes measures to deal with the audit risks of STAR Market IPO from three main
body levels: CPAs, accounting firms, and supervision.

Keywords:STAR Market; IPO Audit Risk; Risk response
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