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# <~ 4 & : This study focuses on the share-trading reform of

China in 2005. The share-trading reform means that
the non-tradable shares convert into tradable ones
gradually. This study focuses on the influence of
share-trading reform on auditor choice when the ratio
of outstanding shares increases year after year.Based
on the firms listed in the Shenzhen and Shanghai
stock exchanges from 2004 to 2009, this study
analyzes that whether the enterprise chooses its
accountant with higher audit quality as the ratio of
outstanding shares rises both on the last year and
the current year. The audit quality i1s measured with
the annual ranking of the top 10 CPA firms. The
result shows that as the ratio of outstanding shares
rises both on the last year and the current year, it
indeed significantly affects the auditor choices of
the enterprise and it in fact chooses its accountant
with higher audit quality. In addition, from 2007,
the ratio of outstanding shares significantly affects
the auditor choices of the enterprise year by year.

#~ M4z Share-trading Reform, Audit Quality, Ratio of
Outstanding Shares.
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