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——Empirical Evidence from A-share Listed Companies
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Abstract: The green transition has become an essential component of promoting high-quality economic
development, with ESG (environmental, social, and governance) performance serving as a key indicator for
evaluating enterprises’ green and sustainable development capabilities. A two-way fixed effects model was
employed to examine the impact of corporate ESG performance on the number of key audit matters disclosed in
audit reports using a sample of A-share listed companies in Shanghai and Shenzhen from 2016 to 2022. The
transmission mechanisms were thoroughly analyzed, and further investigations were conducted regarding the
heterogeneous effects across different types of key audit matters, corporate characteristics, and auditor attributes. The

results indicate that superior ESG performance significantly reduces the number of key audit matters disclosed,
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primarily through enhancing information disclosure quality, improving internal controls, and mitigating operational

risks. The analysis of heterogeneity reveals that ESG performance demonstrates a more pronounced effect in

reducing key audit matters related to revenue recognition and goodwill. Moreover, this mitigating effect is found to

be more substantial in non-polluting industries, companies with stronger sustainable development capabilities, firms

with environmentally experienced executives, as well as when auditors possess industry specialization or when

unqualified internal control audit opinions are issued. These findings suggest that corporate environmental

management systems should be strengthened, information disclosure transparency enhanced, and environmental

compliance strictly maintained, while accounting firms are advised to improve their environmental auditing

capabilities to facilitate standardized ESG practices.

Keywords: ESG performance; key audit matters; audit by certified public accountants; quality of information

disclosure; internal control; operational risk; heterogeneous analysis
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Tab.1 Definitions and descriptions of relevant variables
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Tab.2 Descriptive statistical analysis

A N WE WEZE RBoME BRORE
Vieares 14780 0.937 0.401 0 1.609
Vesa 14 780 4.219 1.133 1 8
Viev 14 780 0.406  0.188 0.052 0.894
ViRoa 14 780 0.056  0.045 -0.214 0.216
Veatow 14 780 0.057 0.065 —0.168 0.248
Vree 14 780 0.129 0.103 0 0.466
Vine 14 780 0.132 0.117 0 0.676
Vindep 14 780 0.378 0.054 0.143 0.571
Viopt 14 780 0336  0.145 0.086 0.743
Vint 14 780 0.423 0.252 0 0.916
Vaiga 14 780 0.062 0.240 0 1
Veown 14780 0.195 0.354 —0.573 2.213
Vioard 14 780 2.108 0.195 1.609 2.708
Vb 14 780 0.297 0.457 0 1
Veimge 14 780 3.005 0.282 1.609 3.526
Vauagee 14780  13.923 0.860 0 16.185
Vopinion 14 780 0.990  0.101 0 1
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Tab.3 Analysis of baseline regression results

/Ei I/'lnARPB

)] (2
Viso —0.008 1**%(—4.25) —0.006 3***(—3.24)
Viey 0.090 9%**(6.18)
Vioa —0.222 3%**(—3.69)
Vcashtiow —0.076 2*(—1.94)
Viee 0.086 5%**(3.46)
Vinw —0.001 1(—0.04)
Vindep 0.082 2%(1.72)
Viopt —0.059 7***(=3.51)
Vins 0.019 3%(1.81)
Viiga —0.063 0***(—6.72)
Verowtn 0.019 8***(3.16)
Voara 0.050 5***(3.62)
Vbua 0.008 1#(1.70)
Vbitmage —0.004 8(—0.59)
V audittee 0.022 2%**(7.91)
Vopinion 0.032 2(1.57)
(g 0.972 3*%*(117.44) 0.487 3%**(7.71)
Vina YES YES
Viear YES YES
N 14780 14780
Adj R’ 0.604 9 0.613 1
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Tab.4 Lag variable analysis and Heckman two-stage test
@ i Vln ARPB
' (1) ) 3) “)
ViEsa —0.008 3***(—3.33)
Visesa —0.011 0***(=3.56)
Visesa —0.007 0%(—1.73)
Vesa —0.007 0***(—3.46)
P i A YES YES YES YES
Vine 0.011 3(1.35)
i 0.484 7***(5.98) 0.394 4***(3.90) 0.398 7¥**(3.03) 0.487 0%**(7.71)
Viea YES YES YES YES
Viear YES YES YES YES
N 10515 7751 5233 14918
Adj_R? 0.099 8 0.094 2 0.083 7 0.6123
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Tab.5 Test results of instrumental variable method
@E i VESG I/ln ARPB I/]n ARPB
HH LA 56 HEAth 1 K5 56 5B B
T HAS 5 0.462 1**%(9.87) —0.016 6(—1.49)
Visa —0.006 1***(=3.11)
Vs bat —0.042 1*(-1.74)
P i A YES YES YES
(il —2.105 0***(—6.46) 0.548 0***(7.05) 0.472 1***(7.60)
Vina YES YES YES
Vyear YES YES YES
N 14 780 14 780 14 780
Adj_R’ 0.147 8 0.613 1 0.147 8
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Tab. 6 Measures the alternative explained variables

Vesor —0.011 6*%(—2.38)
AR YES
(il 0.485 1%%%(7.82)
Vioa YES
Vear YES
N 14 780
Adj_ R’ 0.6130
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Iz PR 052 e o TR SR P E ML

5 MHIEESH
5.1 #HLHIBEE A SEUE S AR

SR, X E BB R R, R
1E By A AU T 5 A0 N TF A R A R AR s 4 XHE
(Vass pa) R VEA, T2 AR B K 3R W A A5 8 46 5% ot 1
25 % T8 KU, SR A > 38 e miy W VR Bt
SR AR B AR HE2E (Vi) SR B, 1 (E K
RARZR A Ml AT I 9 288 U 8 i o b Ah, S8 I% AR
LT AR ST AR, SR A P 4 I S BB LA 100
i et Aol PR AE R BT (Vieo), IZMEBORARR AL N
PR ] T S . R, SR AR AT L AR
O3HT, B L B AR AT A R 7

®7T NMHBERSWER
Tab.7 Mechanism path analysis

A7 b V xBs pa Vio ares Vin ares Vieo Vio ares
- —0.003 0*** —0.006 5%** —0.005 2% —0.004 9** 0.126 6*** —0.005 5%**
(—4.27) (-3.30) (-22.72) (-2.48) (25.26) (-2.73)
o —0.040 4*
(-1.74)
0.270 5%**
Vs (3.82)
- —0.007 0**
(-2.16)
5 i A% &t YES YES YES YES YES
- 0.135 3%+ 0.483 7%** 0.101 5% 0.450 g*** 3.531 1¥k* 0.502 9%
(6.13) (7.779) (14.04) (7.23) (22.29) (7.98)
Vind YES YES YES YES YES
v, YES YES YES YES YES
N 14 780 14 780 14 780 14 780 14 780 14 780
Adj R 0.156 0 0.613 2 0.147 8 0.613 5 0.220 5 0.613 2

A LR I 2 R R T = AL S AR ER
B, S A2 7 AT 0. 72 M5 BRI, MR AR i Vg
B BT H R B0 -0.003 O(FE 1% K- I .35k 7)),
W] ESG FIRTHRRIE [ Al 8 A FEFEAIR 0.30%,
PETTE L Vygs pa B9 AE R (119 220 -0.040 4,
TE 10% BY/KF B W2 ) sEm i i g, h /e sk
V7 7 EE 18.5%. LYK, 78 2878 KUK 42 o0 o, il A7

T Vise BIEIE 2 %00-0.005 275 1% K B3
i), R ESG R ILEETFREAS ff Al 2878 WS
K% 0.52%, H-3H 1T Vi B S23E (B R 50500
—0.004 9 5 0.270 5, 43 5IHE 5% 5 1% BK-F E 2
)2, BB 21.7%, UE B FEAR 45085 KU
A R ARy 2 WL N o S5, 76 P R4 il ik
R, R Vise B IH R ECH 0.126 6(7F 1% 1Y
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KOF b3 IE), R ESG RIMAETHE ML HE 5.2 WEHEHIERENH—S o0
ol AT 12.66%, B Viep 19 A 200 2 3 (19 FE 3l 1 DN AR 4 B RS, B e 2
I ZR 053 5124 -0.005 5 F1-0.007 0, 43 FE 1%, 5%  H (Vspuew) ZLEIZH Vopersion)s 5 THE (Vegpor) s B
FI7KF 1R 2 R 67, AR (5 15.3% X2 EAH (Vi) 57 Z 4 (Vagw)s AEFEHE— 2 i
PRI [F] 3R 1R H2, SESE ESG RILE A BGEAR M7 ESG 28 B A P & 42 ) 52 i OC B o 11 < i A B
BB R BRARZE R AR (L s ) 3 Rk AR, RIRAR . SR ARSI ik, B TR bR
BB S T S B AR, 3 AREEAR I BRIELR COFF 5 A PR 4 WS A5k LA 100) J5 il
BN BT R R AR 18.5%, 21.7% M1 15.3%, A B i =ik s b A s, 258 3% 8, 9.
EMATRE .

*8 HBMEASAFERERNE—SBRESNER

Tab. 8 Further path analysis of strategic hierarchy and asset safety index

Vi 0.042 6*** —0.006 4*** 0.039 6*** —0.006 2%**
: (3.57) (=3.27) (7.91) (-3.16)
Vo 0.001 5
(1.07)
—0.003 7
VAsse&
(-1.15)
i i) A8 YES YES YES YES
i 0.142 6 0.478 5*** 4,531 7H** 0.495 2%**
(-0.38) (7.72) (28.63) (7.77)
Viear YES YES YES YES
Vina YES YES YES YES
N 14 780 14 780 14 780 14 780
Adj_R2 0.204 9 0.6131 0.102 4 0.6131
*9 ZEERMBEAEE.GEENBEHNA—TBELIWER
Tab.9 Further path analysis of operation level, report reliability and legal compliance index
H\ryl i V Operation Vi aren Vi Report Vin Ares Vi Legal Via ares
V. 0.066 7*** —0.006 1*** 0.057 9%*** —0.006 1*** 0.405 3*** —0.004 2**
e (9.81) (-3.08) (7.76) (-3.10) (37.26) (-2.03)
v —0.004 2*
Operation (-1.77)
—0.004 5**
VRepon
(-2.08)
—0.005 4***
VLegal
(-3.61)
i 1) A2 YES YES YES YES YES YES
= 0.018 3 0.478 3%** 5.470 5%** 0.502 9*** 7.323 8F** 0.517 6***
(0.09) (7.72) (23.17) (7.97) (21.30) (8.23)
Vyear YES YES YES YES YES YES
Vina YES YES YES YES YES YES
N 14 780 14 780 14 780 14 780 14 780 14 780
Adj_R2 0.274 9 0.6132 0.177 4 0.6132 0.1513 0.613 4

R 8 B IENALR R AR R HAEEL Vowmew) IR 2 BERBEIE WA 20 P A5 SR, F
MEE AR S, BR BSG R (IR REAL L Vige) XL PR L RAEEL (Vi) WEBUARIB, R T 4
I AEHE Vruey B IPTH ZR BN 0.042 6(1E 1% HYKF- BRSIR SR, 2 W BT 7™ 22 4275 Tl A3 42 il I e AN BE
), RZHLR AR AR = AR AR, R AL
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9 WA BN A B M 8 T ESG R i A
[Fi] PN 42 248 5 5 i Xl o 5 00 1 22 S AR B AR X
28 2 HARE Voperaion)s ESG e BUIRE T 1 3 Ml 38 22
EROR (MIH ZECH 0.066 7, 75 1% MK I 52 h
1E), Jf 38 2 AL H R o b A 5 e o T ER (R
A Ve 5 HLHZE B Voperaion 19 101V 28 2050501
—0.006 1 F11-0.004 2, 73 HI7E 1%, 10% 17K I i 2
i), F WG 2 G 1 PR ) R R TR
HLHIE o AR, e WTEEHE 2L (Vego) 5 BB
FEEL (V) 26 B TR B 52 B0 8 2 R A 500, AP 45
AR P o B i R A T AR A AR R Ak
A RLE R B R4 T e A EH .z mlE
GERENIE T ESG KI5 Ak FR5E U7 1 A PR
BENTERR ZR, Al o 2 T P 58 v 0 DA S A g o
B AT I ST A S AR IR B XU, 22 i 5 KR i
JRURS: , AT S8 3 k2 S B o T i B

6 RS
6.1 EFX@HEHEREBNEREMEN

ESG PG Tt 4 W1 Ao Il AT B 47 10 FF B2 41K,
SBCRAAT BT Ml R A 50 7 M A 2 i1,
(RFRES T WX, 7 A B A R RN HL, AT A AL
A M A2 i A A TR AT o % — 5 T
BLIf B B  5 ROA (3 884 Ml MR 47 B B AT,
RS 7 | SN ) 25 MG 45 10 56 1 5 AT, A 48

Fhal S I8 R AE B

BT EaR b, RAFK ESG R BLRE B35 0 4
b A DA R S R O ) S T T R
FI o R T 2 U B o T ) el St AR,
ST IR 7 B T v 4 i OGS R TSR, R R
e A7 0l X o g 2 A AR SC T CSMAR FlI
CNRDS FU 4 4 3 BURE AR /A ) 1) S B o 1T 2 330 b
s, 225 30k (28] HEL AR o ARt T IA
BINTE B IR A A DL e P, XA AE 2 2 K i 1
HIPREAR L T, B YA SYARRIN” Bk 2
A, HAR B 47 TCWCAAH I, WIPR B “ R
25 A7 BRICUC A B A TG 25 00, D) 43 4 %5 o 2
PEORER B8 0E IR HER” 5“8 (8o &
) (2 TR B 25 X A Bl 8 S HE o TR I A AR AR
WEIGE AN CRPEERT o TSR,
LA S Br s R an gk 10,

F10 [ R 255 R TR S SRR 2 28
AR TR, ESG B RH R 50505 0—0.005 2
F1-0.015 0, HA4r HITE 5% F1 1% BY7KF-_1 g 3k 17
T AE G = . SRR R 2 LA B9 7 (B 5 F00) 1
AL BE2S h, ESG FEAY 1 )5 2R K K i
PR . X —SEUEZE AR, ESG SR ILEE T Il 2 1)
il T WA AT R, B T B T A, i
STIBUE /i3 wefoal| &[4 IMieTke=2 D R NN NI S e 2
TP T I A, X S TS T — 3

R10 ETREHETEIRBEPRRERR
Tab. 10 Heterogeneity tests based on the types of key audit matters

s 2L Vin aren
= TN DS o VA . RS V(5 I 2 Ak
Vi, —0.005 2** —0.015 Q*** -0.002 6 -0.001 2
(—2.00) (—2.86) (—0.43) (-0.13)
5 i AR 2 YES YES YES YES
4 0.466 1*** 0.687 7*** 0.933 Q*** -0.029 9
(5.51) (3.81) (4.69) (-0.09)
Vycar YES YES YES YES
Vind YES YES YES YES
N 9408 2107 1069 737
Adj_R2 0.1102 0.090 3 0.2550 0.194 5

E: BT AME” AROERTAFARS RRAEAL, KAFRAFLANTEYH . HBEMER IR, HER
HEEAHKHN-00024 B REE, ER L EARSHERA T AR AR R,

62 ETFRUBMENREIESH

35 Yol B ESG 28 R A7, {57 AR IS
VRESIA B . 4500 30T P T BT AR, i T R
SOLJBITRAT, BETTE <A 1M ESG T
G BTN R R TR ERBE AR, 2 bR 55 b

AP, A8 535 Yol (1) ESG RN X H o 1
TR RSN B oAb, m B MR S RE e it
PRIE DR 2K Rl IS ER R, S B B PR B BORE; i
AT 522 RE 1 Al PR 228 T ) S BB A B Bl AL,
HI55 T ESG Rl .
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Sk FIRHES, 275 S0k [31-32] IIFSR T
7 8 2 7 N [ T R L A4 =X £ =
BRI AT /0 A, 38 A 4 307 T R g R AR A
THEAL T EE 3 KR T, I DUAE BE ATk 467 5K
S B 43 S v AR A g RSBk e T R
KEE T, 2 AT R K RE il ) o #HSE
SRR RIAE5 R R 11, 12,

11 AT R FE 5 g4k ESG FRELA 115
F%0R 0.000 4 HARZE, MidEE 155440l 8-0.009 4

(FE 1% WK E B E ). X —45 SRR H 5 g
4l ESG R IR TH L HU553E N (0.04%) SCHE 115
T4 50 i, TR EE S YAl ) BB 2 U (0.94%)
PR, BAE 7R SCREE HERT . X TR sk
JR&RE 1 5 A b, ESG £ BLAY 1] 1 22 % h—0.007 9
(1 1% KPR 3 Ry B, THRREE & e RE 1 #0584
b R 4 1] )5 22 80R—0.003 8(AN B 3, H#E— A HIF 52
T ESG R B0 JC 8 o 155 I5 19 5% ) A7 A S T S
JEPERRIE, SCRF T WFoT s A R

R 11 ESREUSTEHERRENNFRERE

Tab. 11 Heterogeneity analysis based on pollution intensity and sustainable development capability
@Ei Vvln ARPB
EIG QA EHG YA GRS -3 Ak Tl CIESE -8 Ik E
Vi 0.000 4 —0.009 4*** —0.007 9*** —0.003 8
(0.10) (—4.04) (-2.59) (-1.46)
i) A8 YES YES YES YES
B 0.515 8*** 0440 4*** 0.201 9** 0.673 0***
(4.11) (6.15) (2.07) (8.22)
Vear YES YES YES YES
Via YES YES YES YES
N 4225 10 555 6670 8 106
Adj_R° 0.580 7 0.625 7 0.602 1 0.623 6

X 12 Mo pr R W = HL RO 5LRT, ESG
FEIAY A1 T R —0.005 6(1E 5% HIZKF 5B K
U BN/ FEZ N 73 5= =K = A PO VA EI = 5 &)
—0.007 4(FE 5% 7K LW A1), DRSS B0
oz 56 7, ST Bl IH R ER 0.002 3(FE 5% AY7KF-

x12 SEWMR

B M), RMIFFRE SR B ESG R TRk
SRR TSR IUAY BN B o, B L ESG 4R TRl £
REAIR 0.23% Bl 5 B, B0k 1 B IR SR Ak
ESG 1A AL (9 B T

Tab. 12 Heterogeneity tests on executives’ environmental background

/X‘mi f—-—‘,/_f&E_ Hb B2 = VIHARPB El=-=N s N
mEEAE W RE R mE AR AR 5 22 e T K
Visa =0.005 6**(—2.15) —0.007 4**(—2.43) —0.007 7#*%(=3.78)
Vesa*Vip 0.002 3**(2.35)
P i AR &= YES YES YES
W 0.543 9***(6.60) 0.382 6***(3.90) 0.485 0***(7.82)
Vear YES YES YES
Vi YES YES YES
N 8250 6526 14 780
Adj_ R’ 0.634 4 0.587 3 0.613 2

6.3 ETEMSITINHEITHFIERNFEIES
PE— BTN 55 T AT Ml L KR P w42
IR AR . BT RS 55

Jor 3 i M AL VIR R A B2 P T 3 B,
] RE X o o T I o A 2 S AR L, A
B ITHERN, ARJOOR B 00 N o o T LA

O WRYEHEIES BB IZ R4 2012 4RI E T A RT3 2848 51 ) FAE SRR L A R A RIMAE AT 3 BB I 5% ), LT
ATl O E IS Y47k BO6, BO7, B0, BO9, C15, C17, C18, C19, C22, C25, C26, C27, C28, C29, C31, C32, D44, D45,
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SR BRI, 275 30K [33] O E TR
W2 IRAT Ll L AR, H A7 147 F A B RS

Ailb 28 BTl R T P SRR A D e
ol & KA (VB RAT 4N Visa), 18T H LAY
K53 FARAT B A2 o [R]IRE, R s P 42 ol A
USRS, P REA T 50 TR B T LA S A JC IR B
VLA o BT o 2 A S5 ek [l U 25 R ML 3% 13

® 13 ETEMS TR ITFHERN T RIES T

Tab. 13 Heterogeneity analysis based on CPA audit characteristics

I/ln ARPB
i =3 2 3
- RS S ST S U S A A A b
- —0.005 8% —0.007 0% —0.008 0% —0.006 6*** -0.002 8
(-2.27) (-2.31) (-3.90) (-2.91) (-0.71)
. 0.002 7%
(2.76)
8 il A% & YES YES YES YES YES
.. 0.577 O 0.305 8 0.486 1% 0.502 7% 0.372 5%
(7.27) (3.01) (7.83) (6.83) (2.98)
Veu YES YES YES YES YES
Vin YES YES YES YES YES
N 8211 6567 14 780 11387 3389
Adj R’ 0.639 3 0.586 6 0.613 3 0.567 3 0.724 4

T3P R WoR: e ATl & K 4, ESG
FEIIY 19 ZR EH—0.005 8(1E 5% MK | 8% K
), MARAT ML % K 2% R 19 1] U5 22 50 —0.007 O(FF
5% FZKF L i 2 o0 ), a5 A S B IR 5 4 P,
A2 36 10 1] U 22 KA 3 0.002 7(7E 1% HY7KF | i
FEONIE), WEL S AT B KW Il AE SR fk ESG &M
X A A T A R ON, BB ESG BT AT A
HMIR> 0.27% B EE R . 5 — T T, YAk IR AT
TCAF B8 N s 1 2 LA, ESG FE B ] )3 2R %k
}1—0.006 6(FE 1% (/K I & 2 k6, i 35 oA B
T UL ZH X I ) 2R BN —0.002 8(A L), Hi W
PR 42 il 2 302 IR T ESG A AR R v ——+h T N
B ] e o 3 3 ) 22 i KA ROXURR:, {145 ESG 2t
X LA A RIS A T XU, DT B S 5 0% 9 49 1
H, 584 SRR T B

7 FHitEEW

FF 2016—2022 )R A B BT A " AR S
1EF ESG PP 8, SEUEAS 5 4 lk ESG 2 B ¢
BRI R . DRI R B R AT ESG &
PR 3 PRI OG5 W T i bl R Ak, X — S5 TE
2 AR PR AL B S AR MRS 30 5 AR BT o LA AL
il ETEARIAE = PR THE B L o s
HlR R P Ak A R B O 1 5 %42 LA

Fe AR AR Ml 258 B o 57 o 1k o0 B i — 28 4 e,
ESG M6 BEAL N AE AR IA L R d T4, 3k
FIG AL AR A R D Al A B R
RE S, DU ATl L R AT T kA
Tofr BN PR DL Alb P RO 2% . TSI A B,
AR SCHR AR BOR L

1) Aol 37 58 3 A9 FREE A 4 o A BRAA &R A
IR IG P BRI AL T O o FEPREE A BUR T
AL BE ST, Al w5 sl A LR R ER
E R IR DL SO AT B R . R :
P, BRGEVIAG A BB A AT BRI, S
7 i 2 A i SR YT A8 PRI A AZ LR LU, TR R
PRUEIBEA T, i DR 70 Ak PR 311 03 AR A 15
PO, M R 9] | AT IR B PR A R R, A0 S
JEFEY) A AR B RO A AR A A RS
B LB NS AR R, B DRI R A B $f
SEMERIA R

2) Al g “ERER T AT, AL MLV W A R
SBAE BPEER PR . LS BRI AR B BEE BA XL
AL — 7 T e R S L S R AR A
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