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Abstract

Abstract

Since the 18th National Congress of the Communist Party of China, "economic
new normal" has become the representative word of China's economic work. Faced
with the problem of reduced sustainable development ability and heavy damage to
market value, a large number of traditional enterprises have changed from the
pursuit of "quantity growth" to the pursuit of "quality growth", and have begun to
explore the road of industrial structure transformation and upgrading. The scientific
concept of "clear water and green mountains are gold and silver mountains"
combines social and economic growth with environmental protection, pointing out
that green production and life style is a high-quality economic development model.
With the introduction of a series of green development policies by the Party Central
Committee, green M&A of environmental protection themes have gradually become
a hot topic of attention in the capital market, providing new ideas for the
transformation and upgrading of traditional enterprises.

In order to avoid the risks caused by information asymmetry, performance
commitment agreements are widely used in M&A transactions. Performance
commitment agreement can significantly reduce the information difference between
the two parties, guarantee the interests of the acquirer by agreeing on performance,
and enhance synergy in the process of M&A. However, there are few literatures on
the application of performance commitment in green M&A. This paper selects
multiple green M&A of Yingfeng Environment from 2015 to 2018 as the case study
object to analyze and summarize the economic effects of performance commitment
to Yingfeng Environment.

This paper takes several green M&A events of Yingfeng Environment as an
example, firstly introduces the research background and significance, summarizes
the existing research conclusions on green M&A and performance commitment,
defines the relevant concepts and elaborates the relevant theoretical basis. Next, it

introduces the M&A activities of Yingfeng Environment, including company profile,
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M&A process and performance commitment, focusing on the design and completion
of the performance commitment of the target enterprise, the design of compensation
agreement and the motivation analysis of the adoption of performance commitment
by Yingfeng Environment. Starting from the motivation of signing performance
commitment, this paper analyzes and discusses the performance change of profit
peak environment by focusing on the three motivations of merger synergy, market
value and asset premium. In the study of merger synergy, this paper uses entropy
weight method to determine the evaluation weight of finance, operation and
management synergy, and evaluates the long-term performance of Yingfeng
environment combined with financial index method. As for the impact of
performance commitment on the market value of enterprises, this paper combines
the analysis of stock price changes with the event study method of CAR. For the
analysis of M&A valuation premium, this paper draws conclusions from goodwill
and transaction premium rate.

This paper conducts an in-depth study on the M&A behavior of leading
enterprises in the field of environmental protection, systematically analyzes the role
of performance commitment agreement in the M&A process, and verifies the effect
of performance commitment on enhancing M&A synergy and reducing the risk of
information asymmetry. Compared with a single research method, this paper applies
the research method more comprehensively, analyzes the role of performance
commitment from multiple perspectives, and enriches the research in this field to a
certain extent.

The conclusion is that performance commitment has different degrees of
incentive effect on the triple synergies of finance, management and operation, and
significantly improves the solvency, profitability and cost control ability of Yingfeng
environment. The signing and completion of performance commitments can release
positive signals to the capital market and obtain excess returns for investors;
Performance failure will negatively affect excess returns. It is worth noting that the
value enhancement effect of performance commitment to the Yingfeng environment
is short-lived. Performance commitment does not reasonably adjust the valuation
premium, which intensifies the asset impairment risk of Yingfeng environment.

Finally, this paper puts forward the following suggestions to the stakeholders

involved in green M&A: First, establish and improve the information disclosure
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mechanism, and strengthen the risk assessment; Second, the comprehensive analysis
of enterprise needs, choose the appropriate merger and acquisition plan; Third,
strengthen the integration of resources after mergers and acquisitions to help
enterprises quickly collaborate. It is hoped that this study can provide reference for
green M&A activities, the application of performance commitment mechanism and
the transformation and upgrading of traditional enterprises.

Key words: Green M&A; Performance commitment agreement; M&A motivation;
M&A performance
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