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O The Case of Le.com

« If parent company can shift $1 from a non-wholly-owned subsidiary to itself, net income will always increase.
--the parent company gets the full benefit of $1
--the cost of $1 is shared with noncontrolling shareholders.

» The benefit is larger when the percentage of noncontrolling interest in subsidiaries is larger
--most cost is shared by noncontrolling shareholders.

Parent Company Profi --_

Subsidiary (parent owns 40%) profit 50  shifting 50
CNI 200 200
NON-controlling shareholder 60 30

NI (attributed to parent company) 140 170 NI increase by 30
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O The Case of Le.com
Related party transactions outside the consolidated entity—anecdotal case (the Le.com 547 ()

Le.com Subscription L opa
(Parent COMPany; - S .
Listed Firm)
45% Low-priced TV
, | ‘ Bundle Contract
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LeshiZhixin sells products to LePa at a huge
discount to help the Le.com acquire new
customers and boost revenues.

é"n”é“‘ii :t#l.

‘ ”I’/:i |-| Qz \\' \ \\ 2
b | TRMERT | st
| Sc hool of Accountancy




(LEFFE) : “BREBMEPHER, G5 RERAKL 2MBBASTREL. KEFY
A RAKI BERFRS, SESBEARLS, NORFHARTALAD, RHURES, 7
R = Tk L

S MRIRBELX R, R EARAE?

\‘f\\‘ OF FINg \%,
oy O\ AN W4
) RRA R A s
AR S | ?
¢ A 5) Central University of Finance and Economics 2:]« J-D

School of Accountancy




2IHSARATS: EERE

—UUSER AR, EE80FRMNEZHAER, AERLENZEIL, ATRSTAERTLERNZT .
n_.\-l'Ajj_,I- EI‘J}/_sﬁIE

sL. A\ XIXFhaEE, M 8 RS
I]& *ﬁ*ﬁ AP ? ERNFHFEFR SEEENRERR

R & R e RS RITETIE —
EE? HRElUERIEXHP !

— ?ﬁﬁﬁfﬁﬁgqﬂlﬁlfﬁiﬁté
%A ﬂ B MEE AR EE |
FEIEE. ..

/

1 . - S
w SCIILUI OI ACCLUTILEANICY



A\
PN

2HER 5 &I

ST S RATH

AFHER vs ERATHER (ARKH)

Tender offer announcements (Cornell and Sirri 1992; Bris 2005)
Equity and bond offering (Karpoff and Lee 1991)

M&A (Seyhun 1990)

Dividend distributions (John and Long 1991)

Stock repurchase Lee and Mikkelson 1992)

Bankruptcies (Seyhun and Bradley 1997)

Grade changes (Irvine et al. 2007)

Insider big sale (Khan and Lu 2012)
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e Unpublic material information
e Trading pattern
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