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Table 1 Definition of variables

DA Jones

EM McNicols

VAM 1 0

VAM_N

VAM_NN

VAM_NNN

VAM_JZ1

VAM_J]Z2

ROA

Size

Leverage

Cash_holdings /

TOP1

TOP1 - TOP1

TOP2 -5

SOE 1 0

Boardsize

Independent

BIG4 1

Salary

ZFPG 1 0

Cycle

Year

Industry

3.2.2

DA,(EM,) = ay + a,VAM + o, ROA + a;Size + o, Leverage + asCash_holdings + a,TOP1 +
a,TOP1_TOP1 + agTOP2_5 + agSOE + o gBoardsize + o Independent + o, BIG4 +

3.2.3

J

apSalary + o, ZFPG + a,5Cycle + a4 2 Indusiry + ay; Z Year + &

(3)
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DA,( EM,) =ay+a, VAM_N( ( VAM_NN VAM_NNN) +a,ROA+q;Size+a,Leverage+asCash_holdings +
asTOP1 + o, TOP1_TOP1 + ayTOP2_5 + aySOE + a,yBoardsize + a,,Independent +

o, BIG4 + o Salary + o, ZFPG + a,5Cycle + a4 Z Industry + a,, 2 Year + & (4)

DA(EM;) = ay+o, VAM_]JZ1( VAM_JZ2) +0,ROA + o Size +a, Leverage +as Cash_holdings + o, TOP1 +
a; TOP1_TOP1 + ayTOP2_5 + aySOE + «ayyBoardsize + o, Independent + a,BIG4 +

ajSalary + o, ZFPG + asCycle + a4 2 Industry + ay, 2 Year + ¢ (5)
(4) BN 2
Table 2 Time distribution of performance compensation commitment
3
(%) /
( 3) 2012 67 9 13.43 3.43
2013 165 32 19.39 3.52
2014 260 102 39.23 3.16
2015 369 157 42.55 3.08
2016 273 129 47.25 3.12
2017 203 100 49.26 3.14
/ 1337 529 39.57 3.21
3 ]
(5) I 2
« 2 20%
21
9 “ 2 &)
Table 3 Completion of performance compensation commitment
90 %
(%)
110 % 2012 2 6 25.00
10% . 2013 11 34 24.44
2014 43 92 31.85
2015 60 187 24.29
2016 75 194 27.88
4 2017 71 171 29.34
4 A
4.1 ; B
2
DA, .DA, DA, Jones
1 3
2012 13. 43% 2017 yEM,\EM, EM, McNicols
49.26 % . 1 3
2015 . 1 3
. ( Size) .
( Leverage) . ( TOPI1)
( ZFPG)
( PSM)
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4
Table 4 Descriptive statistics of the variables
A:
DA, 917 0.079 0.079 0.000 0.430
DA, 573 0.072 0.066 0.000 0.432
DA, 285 0.073 0.083 0.001 0.461
EM, 919 0.047 0.040 0.000 0.216
EM, 577 0.046 0.041 0.000 0.180
EM; 288 0.047 0.038 0.000 0.164
ROA 1337 0.057 0.037 0.003 0.131
Size 1337 21.47 0.782 19. 80 23.49
Leverage 1337 0.334 0.165 0.085 0.645
Cash_holdings 1337 0.038 0.053 -0.066 0.142
TOP1 1337 32.96 13.04 9.420 66.39
TOP2_5 1337 21.51 10.19 2.560 49.10
SOE 1 337 0.068 0.252 0 1
Boardsize 1337 2.088 0.177 1.609 2.565
Independent 1337 1.102 0.133 0.693 1.609
BIGA 1337 0.004 0.069 0 1
Salary 1337 4.869 0.574 3.411 6.490
ZFPG 1337 0.352 0.478 0 1
Cycle 1337 5.465 0.647 1.338 7.999
B:
1) 2) =1) -2
T
DA, 0.083 0.080 0.077 0.078 0.005** -2.178
DA, 0.060 0.049 0.076 0.072 -0.016™** -2.815
DA, 0. 060 0.049 0.076 0.089 -0.016** -2.470
EM,; 0.051 0.039 0.045 0.002 0.006** —-2.492
EM, 0.046 0.042 0.047 0.040 -0.001** -2.369
EM; 0.052 0.044 0.045 0.036 0.007 ** -2.502
ROA 0.055 0.036 0.058 0.037 -0.003 1.104
Size 21.36 0.739 21.54 0.802 -0. 1807 4.049
Leverage 0.320 0.159 0.342 0.169 -0.022** 2.362
Cash_holdings 0.041 0.052 0.037 0.053 0.004 -1.381
TOP1 31.72 12.34 33.76 13.43 -2.040 2.807
TOP2_5 21.84 10. 39 21.29 10. 05 0.550 -0.958
SOE 0.057 0.232 0.075 0.264 -0.018 1.334
Boardsize 2.090 0.179 2.087 0.176 0.003 -0.267
Independent 1.103 0.136 1.100 0.132 0.003 -0.443
BIG4 0.004 0.061 0.005 0.070 -0.001 0.313
Salary 4.851 0.567 4.881 0.580 -0.030 0.923
ZFPG 0.478 0.500 0.270 0.444 0.208*** -7.981
Cycle 5.476 0. 664 5.459 0.635 0.017 -0.469
4.2
4.2.1 VAM DA,.DA, DA, ( EM,~ EM,

5 EM,) 5%
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Table 5 Effects of signing performance compensation commitment on earnings management
DA, DA, DA, EM, EM, EM,
VAN 0.011** 0.021** 0.024** 0.007 ** 0.0117** 0.024™**
(0.007) (0.008) (0.011) (0.004) (0.006) (0.010)
ROA 0.361** 0.499*** 0.271" 0.523%** 0.460*** -0.004
(0.104) (0.127) (0.154) (0.062) (0.090) (0.139)
i 0.023 *** 0.011 0.012 -0.001 -0.005 -0.011
Size
(0.006) (0.007) (0.009) (0.003) (0.005) (0.008)
0.016 0.048 0.028 0.002 0.007 0.017
Leverage
(0.025) (0.030) (0.034) (0.015) (0.021) (0.030)
-0.024 0.062 0.046 -0.094** 0.013 0.087
Cash_holdings
(0.069) (0.081) (0.099) (0.041) (0.057) (0.089)
ropl 0.002 -0.003** 0.000 0.000 -0.001 0.001
) (0.001) (0.001) (0.002) (0.001) (0.001) (0.001)
0.000 0.000** 0.000 0.000 0.000 0.000
TOP1_ TOP1
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
0.000 0.000 -0.001 0.000 0.000 0.000
TOP2_5
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
OB 0.010 -0.004 -0.008 -0.010 -0.016 -0.001
- (0.013) (0.014) (0.017) (0.008) (0.010) (0.016)
0.037 0.020 0. 115*** 0.0327** 0.046** 0.049
Boardsize
(0.025) (0.029) (0.034) (0.015) (0.021) (0.031)
-0.007 0.009 -0.029 -0.012 -0.003 -0.009
Independent
(0.033) (0.038) (0.042) (0.020) (0.027) (0.038)
BICA -0.103" -0.049 -0.011 -0.038 -0.023 -0.038
(0.054) (0.049) (0.042) (0.032) (0.035) (0.038)
0.007 0.007 0.011 -0.002 -0.003 0.011
Salary
(0.007) (0.008) (0.009) (0.004) (0.005) (0.008)
0. 024 *** 0.009 -0.018 0.016*** 0.009 -0.006
ZFPG
(0.007) (0.009) (0.012) (0.004) (0.006) (0.011)
Crel 0.011" 0.003 0.015" 0.007" 0.004 -0.011
yele
(0.006) (0.007) (0.009) (0.004) (0.005) (0.008)
/
917 573 285 919 577 288
R? 0.335 0.308 0.381 0.185 0.090 0.061
N 10%.5% 1%;
4.2.2
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Table 6 Effects of performance compensation commitment completion on earnings management
DA, EM, DA, EM, DA, EM,
0.023** 0.014™**
VAM_N
(0.011) (0.008)
-0.008 -0.007
VAM_NN
(0.021) (0.017)
0.056 0.063
VAM_NNN
(0.037) (0.031)
ROA 0.434*** 0.538*** 0.379*** 0.298 *** 0.205 -0.103
(0.101) (0.076) (0.136) (0.110) (0.193) (0.160)
. 0.019*** -0.002 0.010 0.002 0.023** -0.010
ize
(0.006) (0.004) (0.007) (0.006) (0.010) (0.008)
0.017 -0.001 0.021 -0.031 -0.030 -0.021
Leverage
(0.024) (0.018) (0.032) (0.026) (0.042) (0.035)
-0.021 -0.051 0.139 0.113" -0.007 0.106
Cash_holdings
(0.064) (0.048) (0.085) (0.068) (0.121) (0.101)
roP1 0.002 0.000 -0.002 0. 000 0.000 0.000
(0.001) (0.001) (0.001) (0.001) (0.002) (0.001)
0.000 0.000 0.000 0.000 0.000 0.000
TOP1_TOP1
(0.000) (10.000) (0.000) (0.000) (0.000) (0.000)
0.000 0.000 0.000 0.000 -0.001" 0.000
TOP2_5
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
SOE 0.011 -0.002 -0.003 -0.010 -0.014 -0.002
(0.012) (0.009) (0.015) (0.012) (0.022) (0.018)
0.031 0.029 0.055" 0.074*** 0.106*** 0.042
Boardsize
(0.024) (0.018) (0.031) (0.025) (0.040) (0.033)
-0.005 -0.011 -0.025 -0.033 -0.005 -0.013
Independent
(0.033) (0.025) (0.042) (0.034) (0.053) (0.044)
Bica -0.102" -0.023 -0.039 -0.023 -0.057 -0.017
(0.054) (0.041) (0.056) (0.046) (0.058) (0.048)
0.003 -0.002 0.011 -0.002 0.014 0.012
Salary
(0.006) (0.005) (0.008) (0.007) (0.011) (0.009)
0.018** 0.013** 0.020™** 0.014" -0.012 0.003
ZFPG
(0.007) (0.005) (0.010) (0.008) (0.016) (0.013)
ol 0.010° 0.006 -0.013" -0.002 0.011 -0.013
yele
(0.006) (0.004) (0.008) (0.006) (0.010) (0.009)
/
662 664 420 424 232 235
R? 0.329 0.188 0.351 0.089 0.429 0.064
N 10%.5% 1%; t
7 1 2 7
« 2
VAM _JZ1 . VAM_JZ2

1 “ 10%
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Table 7 Effects of performance compensation commitment precision compliance on earnings management
DA, EM, DA, EM,
0.054** 0.0227%*
VAM_JZ1
(0.030) (0.016)
0.057" 0.038"
VAM_J]Z2
(0.033) (0.021)
0.524 7% 0.5337%** 0.460 *** 0.246*
ROA
(0.132) (0.072) (0.164) (0.104)
. 0.031 %% 0.000 0.021** 0.002
ize
(0.007) (0.004) (0.009) (0.006)
0.008 -0.009 0.020 -0.047"
Leverage
(0.032) (0.017) (0.039) (0.025)
0.001 -0.043 0.152 0.093
Cash_holdings
(0.084) (0.045) (0.100) (0.063)
0.002 -0.000 -0.002 0.000
TOP1
(0.001) (0.001) (0.002) (0.001)
0.000 0.000 0.000 0.000
TOP1_ TOP1
(0.000) (0.000) (0.000) (0.000)
0.000 0. 000 -0.000 -0.000
TOP2_5
(0.000) (0.000) (0.000) (0.000)
0.016 -0.011 0.001 -0.010
SOE
(0.016) (0.009) (0.018) (0.011)
0.032 0.025 0.035 0.067 ***
Boardsize
(0.032) (0.017) (0.038) (0.024)
-0.010 -0.017 -0.027 -0.037
Independent
(0.043) (0.023) (0.051) (0.032)
—-0.134* -0.018 -0.058 -0.021
BIG4
(0.068) (0.037) (0.067) (0.043)
0.002 -0.004 0.004 0.001
Salary
(0.008) (0.005) (0.010) (0.006)
0.026 " 0.0127* 0.030** 0.015"
ZFPG
(0.010) (0.005) (0.012) (0.008)
0.014" 0.008" -0.015 -0.001
Cycle
(0.008) (0.004) (0.009) (0.006)
/
603 605 413 417
R? 0.332 0.227 0.342 0.099

N ek 10%5% 1%:; ¢



— 94 — 2021 10
4.3 Wind
4.3.1 N 2012 ~2017
98
« » 1 3
JKSS_VAM 1
8 0. JKSS_VAM
8 N
Table 8 Performance compensation commitment backdoor listing and earnings management
DA, DA, DA, EM, EM, EM;
0.027** 0.099 *** 0.076*** 0.028 *** 0.043 7% 0.035**
JKSS_VAM
(0.020) (0.019) (0.018) (0.008) (0.009) (0.013)
ROA 0.3737%* 0.109 0.115 0.106** -0.042 0.060
(0.109) (0.109) (0.102) (0.044) (0.050) (0.075)
5 -0.0527*** -0.038 *** —-0.006 -0.005 -0.008 ** —-0.004
Size
(0.008) (0.008) (0.008) (0.003) (0.004) (0.006)
-0.007 0.085*** -0.077** 0.026** 0.025" 0.016
Leverage
(0.031) (0.032) (0.030) (0.012) (0.014) (0.021)
—0.4127%* -0.123 -0.112 —-0.171** -0.009 0.013
Cash_holdings
(0.105) (0.105) (0.105) (0.036) (0.040) (0.063)
rort 0.001 0.002 0.000 0.000 0.001" 0.003**
(0.002) (0.002) (0.002) (0.001) (0.001) (0.001)
-0.000 -0.000 -0.000 0.000 0.000" -0.000**
TOP1_ TOP1
(0.002) (0.000) (0.000) (0.000) (0.000) (0.000)
0.001 0.000 -0.001 0.000 0.000 0.000
TOP2_5
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
SOk 0.010 -0.013 -0.018 0.004 0.006 0.002
) (0.019) (0.018) (0.016) (0.008) (0.009) (0.012)
-0.001 -0.014 0.034 0.011 0.009 0.009
Boardsize
(0.050) (0.050) (0.049) (0.018) (0.022) (0.035)
-0.021 -0.015 -0.034 -0.005 -0.005 -0.010
Independent
(0.038) (0.040) (0.042) (0.015) (0.018) (0.030)
Bica -0.032 -0.093 0.020 0.000 -0.034 -0.028
(0.066) (0.077) (0.070) (0.027) (0.036) (0.053)
Sul -0.012 0.004 0.010 -0.001 0.004 0.007
Salary
! (0.009) (0.009) (0.008) (0.004) (0.004) (0.006)
0.028 *** -0.026** 0.012 0.013*** -0.006 0.000
ZFPG
(0.010) (0.010) (0.010) (0.004) (0.005) (0.008)
Crel 0.002 0.001 0.004 -0.003 -0.007" 0.003
cle
! (0.008) (0.008) (0.008) (0.003) (0.004) (0.006)
/
417 233 85 417 233 85
R? 0.350 0.237 0.370 0.289 0.049 0.188
N 10%.5% 1%; t

4.3.2

36
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Table 9 Performance compensation commitment share pledge and earnings management
DA, DA, DA, EM, EM, EM,
0. 042 *** -0.020 0.034 0.018** -0.003 0.057
GQZY_VAM
(0.013) (0.014) (0.030) (0.008) (0.011) (0.047)
rou -0.028 0.640 -0.658 0.400* ** 0. 8847 -0.334
(0.190) (0.214) (0.418) (0.120) (0.167) (0.673)
S 0.013 -0.013 0.049 -0.003 -0.027 *** 0.041
ze
(0.011) (0.013) (0.029) (0.007) (0.010) (0.047)
0.025 0.075 0. 069 -0.021 0.107** -0.027
Leverage
(0.049) (0.054) (0.080) (0.031) (0.042) (0.129)
-0.019 -0.3417"* -0.537" -0.193** -0.351 % -0.675
Cash_holdings
(0.142) (0.161) (0.272) (0.089) (0.126) (0.420)
o1 0.002 -0.005" 0.002 0.000 -0.003 0.007
(0.002) (0.003) (0.006) (0.000) (0.002) (0.009)
-0.000 0.000" -0.000 -0.000 0.000" -0.000
TOP1_ TOP1
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
0.001 0.001 0.003 -0.000 0.000 0.001
TOP2_5
(0.001) (0.001) (0.001) (0.000) (0.000) (0.002)
SOk 0.001 -0.007 0.039 -0.002 -0.006 -0.014
(0.026) (0.025) (0.033) (0.016) (0.019) (0.053)
0.056 -0.043 -0.086 0.041 -0.018 0.041
Boardsize
(0.047) (0.050) (0.116) (0.030) (0.040) (0.170)
-0.045 0.069 0.176" -0.058 0.020 0.101
Independent
(0.058) (0.059) (0.092) (0.039) (0.051) (0.158)
Bica -0.104 0.008 -0.016 -0.090 0.044 -0.006
(0.106) (0.082) (0.084) (0.067) (0.064) (0.133)
0.021" -0.006 0.010 0.003 -0.011 0.028
Salary
(0.013) (0.013) (0.019) (0.008) (0.010) (0.029)
0.013 -0.006 -0.060** 0.015" 0.002 -0.039
ZFPG
(0.013) (0.013) (0.024) (0.008) (0.010) (0.038)
Crel -0.005 0.003 -0.032 -0.008 -0.004 -0.071
cle
g (0.012) (0.014) (0.028) (0.008) (0.011) (0.044)
/
301 155 47 301 155 47
R? 0.367 0.199 0.411 0.132 0.209 0.171

10% 5 %

1%;
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4.3.3 N
( RT) VAM
7 10 VAM  RT
21
10 N
Table 10 Performance compensation commitment related party transaction and earnings management
DA, DA, DA, EM, EM, EM;
VAM 0.003" 0.0127** 0.021" 0.005" 0.010° 0.015°
(0.009) (0.010) (0.013) (0.005) (0.007) (0.014)
-0.018 0.015 -0.016 -0.007 -0.007 -0.022
RT
(0.012) (0.012) (0.014) (0.007) (0.009) (0.014)
*% Kk *k * %k =\:
v X RT 0.029 0.010 0.063 0.011 0.004 0.038
(0.016) (0.019) (0.025) (0.010) (0.014) (0.026)
ROA 0.334 7% 0.5927%* 0.209 0.5147% 0.5147% 0.008
(0.112) (0.132) (0.168) (0. 066) (0.098) (0.177)
Si 0.024 %% 0.004 0.007 -0.002 -0.009 -0.008
. (0.006) (0.007) (0.009) (0.004) (0.005) (0.009)
0.007 0.052 0.027 —-0.001 0.031 -0.006
Leverage
(0.027) (0.032) (0.037) (0.016) (0.024) (0.039)
. -0.030 0.073 -0.050 -0.092** -0.012 0.029
Cash_holdings
(0.074) (0.085) (0.112) (0.044) (0.063) (0.119)
TOP1 0.002 -0.003** -0.002 -0.000 -0.002 0.001
(0.001) (0.001) (0.002) (0.001) (0.001) (0.002)
—-0.000 . o . 000 0.000 . * . 00!
TOP1L_ TOPI 0.000 0.00 00 0.000 0.000
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
0.000 0.000 -0.000 0.000 -0.000 0.000
TOP2_5
(0.000) (0.000) (0.001) (0.000) (0.000) (0.001)
SOE 0.010 -0.008 -0.007 -0.010 -0.010 -0.014
) (0.014) (0.015) (0.019) (0.009) (0.011) (0.021)
. 0.044 0.011 0.103 7 0.027" 0.030 0.058
Boardsize
(0.027) (0.031) (0.036) (0.016) (0.023) (0.038)
-0.003 0.018 -0.020 -0.003 0.018 -0.003
Independent
(0.036) (0.040) (0.046) (0.022) (0.030) (0.048)
BICA -0.108" -0.045 -0.002 -0.039 -0.023 -0.053
(0.056) (0.048) (0.038) (0.033) (0.036) (0.040)
0.009 0.012 0.0217** -0.002 —-0.004 0.017
Salary
(0.007) (0.008) (0.010) (0.004) (0.006) (0.011)
JFPC 0.025*** 0.010 -0.031** 0.017*** 0.008 0.000
(0.008) (0.009) (0.013) (0.005) (0.007) (0.014)
Crel 0.012" 0.009 -0.007 0.006 0.004 -0.016
e (0.007) (0.008) (0.010) (0.004) (0.006) (0.010)
/
831 487 199 833 491 202
R? 0.341 0.275 0.419 0.184 0.087 0.037
BN 10%5% 1%,

4.3.4
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Table 11 Performance compensation commitment and “performance change”
AGrowth1 AGrowth2 AGrowth3 AGrowth4
*x *k *% *
VAM -2.528 -1.642 -0.193 -0.123
(1.030) (0.786) (0.094) (0.085)
ROA 38.34 7% 20.418" 3.107** 0.869
(14.51) (11.23) (1.334) (1.205)
5 -1.102 —1.346*F -0.032 -0.117"
ize
(0.776) (0.588) (0.069) (0.062)
-2.205 -4.469" 0.215 0.341
Leverage
(3.448) (2.699) (0.303) (0.273)
. -12.47 -3.998 -0.334 1.147
Cash_holdings
(9.480) (7.139) (0.863) (0.779)
-0.127 0.005 -0.014 -0.005
TOP1
(0.158) (0.118) (0.015) (0.013)
0.001 -0.000 0.000 0.000
TOP1_ TOP1
(0.002) (0.002) (0.015) (0.000)
* * *kk Kk
TOP2. 5 -0.083 -0.060 -0.016 —-0.008
(0.047) (0.036) (0.004) (0.004)
1.486 0.189 0.213 0.116
SOE
(1.716) (1.317) (0.157) (0.142)
) -1.261 -4.576" 0.011 -0.488"
Boardsize
(3.468) (2.636) (0.312) (0.282)
0.979 5.389" -0.239 0.520
Independent
(4.336) (3.255) (0.394) (0.356)
1.014 1.511 0.112 0.192
BIG4
(3.606) (2.645) (0.348) (0.314)
. 0.251 -0.609 -0.147" -0.2417%
Salary
(0.887) (0.678) (0.082) (0.074)
0.736 -0.119 . ok 0.052
ZFPC 0.169
(0.896) (0.680) (0.082) (0.074)
-0.852 -0.195 -0.093 0.005
Cycle
’ (0.795) (0.601) (0.073) (0.066)
/
463 436 512 512
R 0.031 0.017 0.030 0.019
N 10%5% 1%;
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4.4 a,DCF, + asDCF, x CF, + &, (6)
4.4.1 DCF CF

1) CF 0 1 0.
5
Wang * 12 VAM
DD 6~ 9
ACC, = a, + a,CF, + a,CF,_| + a;CF,,, +
12
Table 12 Regression results of dependent variable substitution model
DD, DD, DD,
0.005** 0.010™** 0.024™**
VAM
(0.004) (0.005) (0.010)
0.526*** 0. 468 *** -0.006
ROA
(0.057) (0.083) (0.138)
-0.002 -0.005 -0.011
Size
(0.003) (0.004) (0.007)
0.000 0.008 0.016
Leverage
(0.014) (0.019) (0.030)
-0.105 ™ 0.015 0.089
Cash_holdings
(0.038) (0.053) (0.090)
-0.000 -0.001 0.001
TOP1
(0.001) (0.001) (0.001)
0.000 0.000 -0.000
TOP1_ TOP1
(0.000) (0.000) (0.000)
0.000 -0.000 0.000
TOoP2_5
(0.000) (0.000) (0.000)
-0.004 -0.014 -0.002
SOE
(0.007) (0.009) (0.015)
0.031** 0.052*** 0.048
Boardsize
(0.014) (0.019) (0.031)
-0.011 -0.018 -0.009
Independent
(0.018) (0.025) (0.038)
-0.025 -0.043 -0.034
BIGA
(0.030) (0.033) (0.039)
-0.002 -0.002 0.011
Salary
(0.004) (0.005) (0.008)
0.019*** 0.008 -0.006
ZFPG
(0.004) (0.006) (0.011)
0.007 ** 0.002 -0.011
Cycle
(0.003) (0.005) (0.008)
/
919 577 288
R 0.216 0.131 0.062
T 10%.5% 1%; t
2) ?
5 20
Post VAM

(-11).(-22)
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Table 13 Regression results of independent variable substitution model
DA EM
(-1 1) (-2 2 (-3 3) (-1 1) (-2 2) (-3 3)
Post 0.021** 0.016 ** 0.016 ** 0.014 *** 0.011 *** 0.012***
0S|
(0.009) (0.007) (0.006) (0.005) (0.004) (0.004)
ROA 0.222*** 0.191*** 0.247 0.575*** 0.578 *** 0.580 ***
(0.084) (0.064) (0.052) (0.051) (0.041) (0.036)
S 0.021 *** 0.022*** 0.018 *** 0.000 -0.001 -0.001
1ze
(0.007) (0.005) (0.004) (0.004) (0.003) (0.003)
. 0.010 0.004 -0.001 -0.007 -0.013 -0.006
cverage (0.027) (0.021) (0.018) (0.015) (0.013) (0.011)
) -0.3177** -0.258*** -0.265*** -0.835 % -0.803 7 -0.778
Cash_holdings
(0.078) (0.056) (0.044) (0.049) (0.036) (0.031)
TOPI -0.000 -0.000 -0.000 0.000 0. 000 0. 000
) (0.002) (0.001) (0.001) (0.001) (0.001) (0.001)
-0.000 0. 000 0.000 -0.000 -0.000 -0.000
TOP1_TOP1
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
S 0.000 0.000 0.000 0.000 -0.000 ~0.000
- (0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
OB -0.016 -0.017 -0.018** -0.019** -0.016** -0.017 ***
’ (0.014) (0.011) (0.008) (0.008) (0.006) (0.005)
) 0.048 0.044 0.025 -0.027 0.006 0.001
Boardsize
(0.040) (0.030) (0.024) (0.023) (0.017) (0.015)
0.029 0.031 0.038** 0. 055 *** 0.027** 0.032***
Independent
(0.031) (0.023) (0.019) (0.017) (0.013) (0.012)
Bica -0.031 -0.028 -0.007 -0.015 0.007 0.011
(0.045) (0.036) (0.027) (0.025) (0.021) (0.017)
0.000 0.003 0.001 0.002 0.003 0.003
Salary
’ (0.008) (0.006) (0.005) (0.004) (0.003) (0.003)
JEPC 0. 006 0.009 0.010 ** 0.002 0. 000 0.001
7 (0.008) (0.006) (0.005) (0.004) (0.004) (0.003)
ol -0.008 -0.005 -0.003 ~0.015*** -0.012%** -0.011***
‘cLe
Y (0.007) (0.005) (0.004) (0.004) (0.003) (0.003)
/
583 863 1043 584 864 1044
R? 0.465 0.468 0.448 0.494 0.506 0.514
TwR e 10%5% 1%;
@ » (-11) 2 ;
(-22) 1 2 3 (-3 3) 1
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Table 14 Results of sub-sample regression
1 2
DA, DA, DA, DA, DA, DA,
A 0.012" 0.016** 0.020 ** 0.014** 0.032** 0. 047 ***
(0.007) (0.011) (0.032) (0.009) (0.014) (0.017)
ROA 0.377 7% 0.402*** -0.136 0.3617*** 0.459 %% -0.085
(0.090) (0. 149) (0.411) (0.097) (0.159) (0. 154)
g 0.017 *** 0.015" 0.007 0.020 *** 0.019** ~0.012
ze
(0.005) (0.008) (0.022) (0.005) (0.009) (0.008)
L 0.019 0.028 -0.078 0.010 0.021 0.001
erage (0.021) (0.035) (0.090) (0.023) (0.037) (0.034)
] -0.022 0.066 -0.111 0.019 0.081 0.141
Cash_holdings
(0.058) (0.093) (0.263) (0.062) (0.098) (0.098)
rop1 0.002" ~0.002 0.004 0.002 ~0.001 0.000
(0.001) (0.002) (0.004) (0.001) (0.002) (0.001)
-0.000" 0.000 ~0.000 ~0.000 0.000 ~0.000
TOP1_ TOP1
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
— 0.000 0.000 -0.002" 0.000 0.000 0.000
- (0.000) (0.000) (0.001) (0.000) (0.000) (0.000)
SOF 0. 004 ~0.009 0.010 0.004 -0.007 0.003
: (0.011) (0.017) (0.045) (0.012) (0.018) (0.018)
] 0.027 0.012 0.104 0.031 0.021 0.045
Boardsize
(0.022) (0.035) (0.090) (0.024) (0.037) (0.033)
0.002 0.023 -0.132 0.001 0.017 -0.012
Independent
(0.028) (0.045) (0.112) (0.031) (0.049) (0.042)
BicA ~0.090 ** -0.061 0.013 -0.106** -0.089 -0.013
(0.043) (0.054) (0.107) (0.053) (0.070) (0.048)
ol 0.005 0.010 0.032 0.002 0.008 0.012
h ry
aany (0.006) (0.009) (0.023) (0.006) (0.010) (0.009)
o 0.020 *** 0.012 -0.001 0.023 *** 0.017 -0.005
7 (0.006) (0.010) (0.033) (0.007) (0.012) (0.013)
Crel 0.009" 0.003 0.022 0.013** -0.006 -0.011
Lycle
> (0.005) (0.008) (0.022) (0.006) (0.009) (0.008)
/
781 511 265 692 469 248
R 0.338 0.292 0.034 0.340 0.298 0.084
N 10%5% 1%; '
4.4.2
”
Heckman
. 2014 10 23 2008
€
p; “ . (1v)
2014 1 2014 ®
...... O
® 2014 10 23 2014 11 23 2014

v 2014
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Lambda 10 %
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Table 15 Heckman two-stage regression test results
VAM DA EM
1 2 3 4 5 6 7
i 0.011** 0.021** 0.024** 0.007° 0.011** 0.024**
i (0.007) (0.008) (0.011) (0.004) (0.006) (0.010)
*kk
W 1.226
(0.231)
O ~2.850"* 0.351" 0.662 0.321 0.436 " 0.706 *** 0.014
(1.285) (0.184) (0.232) (0.354) (0.110) (0.164) (0.320)
. ~0.162** 0.022** 0.021 0.014 ~0.007 0.012 ~0.008
e (0.067) (0.011) (0.014) (0.022) (0.007) (0.010) (0.019)
i ~0.683** 0.014 0.087 0.040 ~0.018 0.066 0.022
crerage (0.308) (0.046) (0.058) (0.086) (0.027) (0.041) (0.077)
A 1.574" ~0.020 ~0.008 0.027 ~0.037 ~0.148 0.060
Cash_holdings
(0.873) (0.113) (0.138) (0.209) (0.067) (0.098) (0.188)
o1 0.014 0.002 ~0.003" ~0.000 0.001 ~0.002** 0.000
(0.015) (0.000) (0.001) (0.002) (0.008) (0.001) (0.002)
~0.000 ~0.000 = . -0. = -0.
TOP1_TOPI 0.000 0.000 0.000 0.000 0.000
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
o 5 0.000 0.000 0.000 ~0.001 0.000 ~0.000 0.000
- (0.004) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
. ~0.013 0.010 ~0.005 ~0.008 ~0.010 ~0.017 ~0.002
: (0.169) (0.013) (0.014) (0.017) (0.008) (0.010) (0.015)
, 0.124 0.037 0.011 0. 108 *** 0.036** 0.034 0.052
Boardsize
(0.299) (0.026) (0.031) (0.039) (0.016) (0.022) (0.035)
0.078 ~0.004 0.005 ~0.022 ~0.008 ~0.009 ~0.010
Independent
(0.407) (0.034) (0.038) (0.043) (0.020) (0.027) (0.039)
1cs 0.635 ~0.100 ~0.086 ~0.020 ~0.016 ~0.085" ~0.046
(0.607) (0.067) (0.069) (0.087) (0.040) (0.049) (0.078)
~0.035 0.007 0.008 0.011 ~0.003 0.001 0.011
Salary
) (0.078) (0.007) (0.008) (0.010) (0.004) (0.006) (0.009)
. 0.525 % 0.026 ~0.019 ~0.026 0.034" ~0.041 ~0.011
(0.085) (0.031) (0.039) (0.061) (0.018) (0.027) (0.055)
v ~0.043 0.010 0.006 0.017 0.005 0.009 ~0.011
ete (0.077) (0.007) (0.008) (0.010) (0.004) (0.006) (0.009)
0.005 ~0.078 ~0.020 0.049 ~0.134" ~0.015
Lambda
(0.005) (0.104) (0. 156) (0.050) (0.074) (0. 140)
/
1325 908 565 1279 908 566 280
/R 0.135 0.332 0.304 0.385 0.179 0.095 0.061
* *%x *xk

10% 5 %

1%:;

t
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Does performance compensation commitment in M&A induce earnings
management?
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Abstract: By manually matching the performance compensation commitments and M&A events from 2012 to
2017 this paper finds that companies that use performance compensation commitments are more inclined to
improve earnings management after M&A. At the same time the company’ s earnings management behavior is
related to the completion of the promised performance: when the performance commitment fails to meet the
promised performance in the first year the listed company has the motive to continue earnings management in
the next year; when the performance commitment fails to meet the promised performance in the first two years
or the three years of performance commitment the listed company no longer raises the level of earnings man—
agement for the next year. In addition the company that has achieved “precision compliance” in the first or
second year of performance commitment will still carry out upward earnings management in the next year.

Through further research this paper finds that companies which have acquired M&A for the purpose of back—
door listing companies that have pledged their shares within one year after M&A and related party M&As are
more inclined to use performance compensation commitments to improve earnings management. Finally when
the performance commitment expires the risk of “performance change” in listed companies is greatly in—
creased. The research in this paper regards the performance compensation promise as the new motivation of
earnings management which not only enriches the literature on the opportunistic behavior of performance com—
pensation commitment but also provides relevant reference for relevant policy makers.

Key words: M&A; performance compensation commitment; earnings management



