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Abstract

Along with the evolution of the capital market, more and more small
and medium-sized enterprises choose to sign Valuation Adjustment
Mechanism in investment and financing transactions.The VAM can
protect the interests of investors and encourage the development of
financiers to a certain extent. However,at the same time, a series of
problems caused by the VAM can not be ignored. In order to obtain high
capital, some enterprises will overestimate their profitability and sign a
VAM that is inconsistent with its own development level. After the end
of the VAM, in order to avoid huge compensation and loss of equity, the
enterprises that fail to the VAM will fraud in their financial statements,
which will undoubtedly result in increased a large number of audit
workload and the difficulty of audit, it brings certain risks and challenges
to the auditors. Therefore, it is necessary to study the audit risk under the
VAM and put forward the control measures for the auditors.

This paper starts with the formation mechanism of audit risk under
the VAM, discusses the particularity of audit risk under the VAM, which
is mainly manifested in the long-term fraud within the VAM period, the
difficulty in obtaining the VAM information and the high-pressure
expansion of the management. Then introduces the specific analysis of
the case of New Green Shares to review its behavior of inflating assets,

revenues and disclosing false information during VAM, based on
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Asymmetric Information Theory, Signalling Theorie and Fraud Triangle
Theory. According to the audit risk model, this paper analyzes the risk of
material misstatement at the financial statement level and the assertion
level. It also analyzes the inspection risk. The audit risk under the VAM
of New Green Shares mainly existed in valuation differences, equity
imbalance, illegal disclosure the situation of VAM and failure of internal
control, the assertion of revenue and related party transactions. In
addition, the weak risk awareness of accounting firms, inadequate risk
identification and assessment, difficulty in identifying the hidden
information of enterprises by routine audit procedures and the shortage of
audit resources in high-risk areas also further aggravate the audit risk.
Therefore, in the audit process, auditors should focus on evaluating
the reasonableness of the valuation target setting, paying attention to the
changes in the equity of the enterprise, reviewing the information of the
enterprise's VAM documents, measuring the validity of internal control,
alerting the abnormal income indicators, verifying the authenticity of the
related party transactions. At the same time, accounting firms should
enhance their risk awareness, undertake business according to their own
capabilities, conduct comprehensive risk identification and evaluation
based on the actual situation of the enterprise, add the unknown of the
audit procedures, and allocate reasonable audit resources in the light of

the audit tasks to obtain adequate and proper audit evidence. The above
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control measures are proposed to help auditors effectively identify the

risks related to the VAM.

Keywords:Valuation Adjustment Mechanism; Audit risk; Risk control;

New Green shares
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