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Abstract

Since mergers and acquisitions have the effect of improving the
company's operating performance and optimizing the allocation of
resources, in recent years, mergers and acquisitions have become the
primary choice for many listed companies to turn losses into profits.
Because of the many advantages of M&A, some enterprises have
undesirable M&A purposes and may whitewash their financial statements
by means of financial fraud, in order to obtain a higher M&A price in the
M&A business. In the process of mergers and acquisitions, auditors are
required to verify both parties to the merger and acquisition, and the
business procedures of the merger and acquisition audit are more complex,
which is significantly different from the ordinary annual report audit.
Therefore, accounting firms and auditors need to pay special attention to
the audit risks in M&A audits, which have also become a new focus.

This paper mainly studies the audit risks brought about by M&A
activities and their countermeasures, and selects the research object of
Ningbo Donly's merger and acquisition of Everich supply chain. This paper
is divided into six parts, firstly, this paper expounds the research
background and research significance, summarizes the relevant literature
of M&A audit, divides the research content into six parts, and selects two
research methods to analyze the M&A audit problems existing in this event.

Secondly, this paper analyzes the basic concepts in M&A audit. For
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example, the meaning of mergers and acquisitions, the meaning of mergers
and acquisitions audits, and related risks. In terms of the selection of basic
theories, this paper selects the information asymmetry theory, the principal -
agent theory and the risk-oriented audit theory. Thirdly, the merger and
acquisition of Everich supply chain by Ningbo Donly was systematically
introduced, mainly including the overview of the merger and acquisition
parties and audit institutions, the review of audit failures, the analysis of
fraud methods of Everich supply chain, and the analysis of audit problems
in the process of mergers and acquisitions. Based on the above collection
of research object data, this paper conducts an audit risk analysis of the
research object. In this M&A event, the macro environment in which the
M&A activities are located, the industry environment and the company's
internal environment, the financial fraud of the target party, unreasonable
performance commitments and the impairment of the goodwill of the M&A
will all lead to audit risks. In terms of inspection risks, there are audit risks
related to the independence of auditors and audit risks caused by
inadequate implementation of audit procedures. In view of the above risk
points, this paper proposes corresponding countermeasures. In terms of
countermeasures to deal with the risk of material misstatement, auditors
should be familiar with the internal and external environment of both
parties and pay attention to the effectiveness of the internal control of both

parties to the acquisition at the level of financial statements. According to
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the level of identification, auditors should pay more attention to
performance commitments and choose appropriate evaluation methods to
determine the value of the enterprise; In terms of countermeasures to check
risks, auditors should strictly follow the requirements of independence and
strictly implement M&A audit procedures. Finally, the conclusions and

prospects of this paper are presented.

Keywords: M&A audits; M&A audit risk; Mergers and acquisitions
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