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Motivation for Managements to Disclose Going Concern
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(Abstract)

Going Concern information (GC information) disclosed by management and auditor when
material uncertainty regarding the premise of a going concern is recognized is regarded as
evidence to support claims in court that a company’s performance is deteriorating and its
financial condition is tightening. Therefore, management is generally reluctant to disclose GC
information, but they are motivated to disclose GC information actively when they want to
claim that a company’s performance is deteriorating. In particular, in MBO, management has a
motivation to keep the price of shares to be acquired low, which conflicts with the interests of
existing shareholders, and thus management is motivated to disclose GC information actively.
Auditors need to assume the audit risks associated with MBO in order to prevent overly con-
servative disclosure by management from harming the interests of existing shareholders and
distorting financial reporting. In particular, audit reports may require reporting that is not

contemplated by generally accepted auditing standards.
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