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Abstract

To a certain extent, performance commitment can alleviate the information
asymmetry between the two sides of the merger and acquisition. As a means to
maintain the contractual relationship, it can promote financing and improve the
efficiency of the merger and acquisition, and has been widely used in merger
and acquisition transactions. In addition, China continues to revise the laws and
regulations related to material assets reorganization, which further releases the
signal of policy support for mergers and acquisitions. With the support of
relevant policies, mergers and acquisitions in the capital market may become
more frequent, but the underlying problems are becoming increasingly
prominent. Some companies hope to obtain additional benefits through mergers
and acquisitions, and often make commitments inconsistent with actual
operations. In order to avoid the compensation caused by substandard
performance, the acquired enterprises may commit financial fraud, which
increases the audit risk of accounting firms to a certain extent. Therefore, CPAs
should pay more attention to the identification and prevention of audit risks
caused by performance commitment.

On the basis of reviewing domestic and foreign scholars' research on
performance commitment and audit risk, and expounding relevant concepts and
theories, this paper takes Dahua Accounting Firm's audit of Changyuan Group's
merger and acquisition as the research object. Starting from the development of
China's performance commitment system, this paper firstly introduces the
current M&A and reorganization of listed companies in China and the
application status of performance commitment. And the general analysis of audit
risks caused by performance commitment, to lay the groundwork for the

following; Then, based on the whole process of the merger and acquisition,
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starting from the merger and acquisition case of Changyuan Group, this paper
briefly explains the general situation of the acquirer and the acquiree, as well as
the motivation of the merger and the provisions on performance compensation.
Then, it makes a detailed analysis of the fraudulent means of the acquiree under
the pressure of high performance, and further studies the audit risk caused by
performance commitment from two dimensions by combining the risk-oriented
audit theory. Finally, according to the specific problems analyzed in the previous
article, the author puts forward the relevant audit risk control measures. Through
the analysis of this paper, it can be found that: the enterprises that sign the
performance commitment have significantly increased the motivation of fraud,
and the audit risk is higher than that of ordinary audit business; Unreasonable
performance promises have high valuation, high premium and high goodwill,
which need to be paid attention to by certified public accountants. It is hoped
that this study can provide some reference for CPAs and help them effectively

reduce the audit risk caused by performance commitment.

Keywords: Merger and reorganization; Performance commitment; Audit risk
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