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The Incentive Effect of Performance Commitment
Agreements on Corporate Risk Disclosure

Shen Sichen', Liu Xinyi” and Liu Yan’
(1. Economics and Management School, Wuhan University, Wuhan 430072, China; 2. Shanghai
Advanced Institute of Finance, Shanghai Jiao Tong University, Shanghai 200030, China; 3.
School of Business, Sun Yat-sen University , Shenzhen 518107, China)

Abstract: Utilizing data from Chinese listed companies spanning 2011 to 2022, this study
examines how performance commitment agreements (PCAs) , also known as valuation ad-
justment mechanism (VAM) agreements, influence the risk disclosure of acquiring firm. The
study finds that after signing PCAs with target firms, acquirers significantly increase textual
disclosure of risk information. Heterogeneity analysis further reveals that this effect is pri-
marily concentrated in non-state-owned enterprises, firms with female executives,
companies with high analyst coverage, and those with greater media exposure. Mechanism
analysis indicates that a lack of corresponding risk information disclosure after signing a
PCA may increase the acquirer’s stock price crash risk, whereas enhancing risk disclosure
helps mitigate this risk. The findings of this paper expand the theoretical understanding of
PCAs in shaping corporate transparency and provide policy implications for promoting high-
quality information disclosure regimes in China’s capital markets.
Keywords: Performance Commitment Agreement; Risk Information Disclosure; Corpo-
rate Governance; Crash Risk
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