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Abstract

With the official landing of the comprehensive registration system rules on
February 17, 2023, the M&A and restructuring rules have also ushered in new
changes, and the M&A market will be more dynamic. In China's capital market, the
amount of related party M&A accounts for about 50% of the total transaction value,
and the premium rate of high-tech enterprises in related party M&A is usually higher,
and high-premium related party M&A is often accompanied by profit transmission.
How do related party M&A achieve benefit transmission? What are the causes and
consequences of profit transmission? How to balance the profit transmission of
major shareholders through related party mergers and acquisitions? Based on this,
this paper studies the problem of interest transmission in the related mergers and
acquisitions of high-tech enterprises through the case of Garden Bio-chemical M&A,
and explores the means, motivations, implementation conditions and impacts of
benefit transmission.

In this paper, this paper first summarizes the research on related party M&A,
M&A premium and benefit transmission behavior in related party M&A, and
understands the current research status. Then, the property rights theory, principal-
agent theory and information asymmetry theory are used to analyze and lay the
foundation for the case analysis in the following article. Then, analyze the situation
of M&A participants and the M&A process, and point out the problem of benefit
transmission; Then, the related drivers, means of profit transmission in M&A and

their consequences are analyzed in detail. Finally, some suggestions were put
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forward on the issue of benefit transmission. This paper concludes that: (1) the major
shareholders of Garden Bio have achieved profit transmission through high-
premium related mergers and acquisitions; (2) Maximizing family interests is the
most fundamental motivation for this benefit transmission; (3) Related party
mergers and acquisitions with profit transmission will have a negative impact on the
acquirer and minority shareholders; (4) Related-party M&A needs to rely on strong
external governance to restrict the power of major shareholders, reduce the
transmission of benefits, and protect the interests of minority shareholders.
Although there are many studies on benefit transmission at present, there are
few literature on related mergers and acquisitions and benefit transmission based on
specific related M&A cases and case studies. Possible innovations in this paper: (1)
enrich the case studies of major shareholders using related-party mergers and
acquisitions for benefit transmission; (2) The M&A case of Garden Bio-chemical is
novel and representative, and through a series of data demonstration and text
analysis, the problem of benefit transmission in related M&A can be better explained.
(3) Put forward some suggestions on restricting the transmission of the interests of

major shareholders and protecting small and medium-sized shareholders.

Key Words: Garden Bio-chemical, Related M&A, Tunneling of major shareholder
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