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Abstract

Abstract

As a means to reduce information asymmetry in mergers and acquisitions and
reduce the uncertainty of target company's earnings forecast,performance
commitment has been widely used in mergers and acquisitions.In recent years,the
number of financial frauds committed by listed companies to achieve performance
commitment has gradually increased,which has disrupted the order of the capital
market and harmed the interests of investors.Although performance commitment
helps to enhance investors' confidence in the market and reduce mergers and
acquisitions risks,it also comes with "byproducts" such as high premium and high
commitment.In order to improve their own valuation,many acquired enterprises
often make overly optimistic performance commitments in the process of mergers
and acquisitions.In order to avoid failing to achieve the agreed performance targets
and trigger compensation clauses,enterprises may choose earnings management or
even financial fraud to meet performance commitment,which not only increases
the cost of the acquirer,but also may have a negative impact on the operation of
both parties.

According to the statistics released by the China Securities Regulatory
Commission in recent years,the number of listed companies involved in financial
fraud has increased significantlymany of which are related to performance
commitment.Taking Xinyan Stock as an example,which was punished by the
China Securities Regulatory Commission in 2023,this paper analyzes the
motivation and means of financial fraud of the listed company,and discusses the
relationship between performance commitment and financial fraud. The subject of
this paper is Xinyan Stock, a high-tech enterprise engaged in agricultural and
animal husbandry machinery research, design, manufacturing and listing in
Shenzhen Stock Exchange on January 7, 2011. The financial fraud event covers
the company and its subsidiary Tomorrow Aerospace inflated operating revenue by

a series of fraudulent means such as fictitious business and income recognition in
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advance from 2015 to 2019, with a total amount of 3.346 billion yuan, and the
total profit exceeded 1.3 billion yuan. According to relevant laws and regulations,
the China Securities Regulatory Commission gave warnings to the company and
10 responsible persons, and imposed fines ranging from 100,000 yuan to 3 million
yuan.

The paper adopts case analysis, theoretical analysis, literature research and
other methods, combined with information asymmetry theory, signal transmission
theory and principal-agent theory, through combing the merger and acquisition
process of Xinyan Stock and the financial fraud process of Tomorrow Aerospace,
analyzes the motivation of financial fraud from the management pressure,
opportunity and excuse three aspects;mining and lists the signs of financial fraud,
including a sharp decline in revenue after completing the performance
commitment, an increase in the proportion of accounts receivable and a
significantly lower confirmation reply rate than in previous years, a large amount
of bad debt provision after the performance commitment period, a high proportion
of advance payment and long-term non-carryover, etc. According to the
announcement of the China Securities Regulatory Commission, the financial data
of the fraud subject and Kirby Company are compared and analyzed, and the
means of financial fraud are studied. Combined with the above theoretical and
empirical analysis, a series of suggestions are put forward to promote the
optimization of performance commitment, including the improvement of the
company's internal control system, the formulation and implementation of
performance commitment, and the supervision and punishment of violations. The
innovation of this paper is to comprehensively analyze the systematic financial
fraud cases of listed companies driven by performance commitment under the
background of cross-border mergers and acquisitions. By taking the relationship
between performance commitment and financial fraud as the research core, this
paper integrates and discusses the relevance of existing literature in these two
fields, providing a new perspective for understanding and preventing such

financial risks.
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