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Abstract

In M & A activities, there is a certain degree of information
asymmetry between the M & A parties, and there is a certain degree of
uncertainty in the quality of the underlying assets.The performance
commitment agreement mechanism helps to reduce information
asymmetry, effectively protect the interests of minority shareholders and
promote the effective conduct of transactions. In recent years, as China's
capital market continues to mature, the number of mergers and
acquisitions continues to increase. However, due to the short application
time of performance commitment agreement in China, and the fact that
the recognition and measurement of performance commitment
compensation in China's accounting standards have not been clearly
stipulated, financial personnel can only deal with it according to their
own professional judgment, resulting in different accounting treatments
of enterprises, which seriously affects the reliability and comparability of
accounting information. In addition, the academic circles have different
views, and there are many disputes. In order to effectively play the role of
performance commitment agreement and improve the quality of
accounting information, it is of great significance to study the recognition
and measurement of performance commitment compensation.

Using the method of comparative analysis, this paper combs the

relevant provisions of China's accounting standards, international
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financial reporting standards and American accounting standards,
compares the recognition logic of performance commitment
compensation, summarizes the similarities and differences between the
three, and points out the shortcomings of China's standards at present. In
order to further study, this paper selects the case of Tuowei information's
merger and acquisition of Huorong information for analysis. This case
adopts the method of mixed compensation of cash and shares, and there
are also performance reward arrangements, which 1is typical and
representative. Through analysis, it is found that Tuowei information is
unreasonable in recognition, measurement and disclosure, and does not
strictly comply with relevant standards for accounting treatment. Based
on this, from the perspective of asset liability view, this paper discusses
the recognition logic of performance commitment compensation, puts
forward the optimized recognition and measurement scheme, and finally
compares the impact of two different accounting treatments.

This paper draws the following conclusions through research: first, in
terms of performance commitment compensation, enterprises should
make judgments based on the economic essence of performance
commitment compensation, and cash compensation should be recognized
as profit and loss transactions; Share based compensation shall be
recognized as equity transaction. Second, the performance reward should

be judged according to the identity of the reward object. If the reward
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object continues to serve after the merger, it should be recognized and
measured according to the employee compensation standards; If the
reward object no longer works in the original enterprise after the merger,
the performance reward shall be recognized and measured according to
the contingent consideration standard. Third, enterprises should disclose
relevant information in a timely and complete manner in the performance
commitment agreement and notes to financial reports in strict accordance
with relevant regulations, so as to improve the transparency of financial
reports and provide effective information for stakeholders'
decision-making.

Finally, this paper gives the corresponding policy recommendations
from the perspective of standard setters, regulators and enterprises, and

points out the shortcomings of this paper.

Keywords: Acquisition and reorganization; Performance commitment;

Accounting recognition; Accounting measurement
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