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Corporate Fraud and Manipulation of Annual Report Text Information

TAN Jianhua' ,WANG Xiongyuan’
(1. School of Government Audit ,Nanjing Audit University ,Nanjing 211815, China;
2. School of Accounting , Zhongnan University of Economics and Law , Wuhan 430073 , China)

Abstract: Fraud of listed companies not only sharply reduce the credibility of financial reports, but also seriously
damage the legitimate rights and interests of investors. Using 2007 — 2019 A-share listed companies as a research
sample , taking text analysis to identify visual information such as “distance” , “difficulty” , “ emotion” of the annual report
non-financial information,and discussing the company’ s response to the annual report text after a listed company violates
regulations. This study find that after a listed company violated regulations , the similarity of the company’ s annual report
text information decreases,the complexity increases, and the tone becomes more optimistic. At the same time, the regular
changes in the above-mentioned text characteristics are mainly reflected in the groups with strong violating intentions,
more opportunities , strong demand, and low exposure probability , indicating that it is a strategic behavior for the company
to use annual report text information to carefully conceal violations. In addition,the meticulous concealment of violations
by listed companies has weakened the short-window market response, aggravated the phenomenon of post-earnings
announcement drift,and increased the stock price crash risk.
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BORPSFE, 3 4 Panel D 8l7s T 1l @I A
AR SR B T 23T 452, R4 MD&A SCAR AR
B Similarity 575758 Fraud HORTE 1% KF L8
FARME AE MD&A SCAR A E Complexity 57y
AL Fraud WRIRTE 19 K 1 5 35 IEAR DG, AR 41
MD&A SCAE I Tone 573 Al i B Fraud K44 78
1% KF- bR EIEASC, bR Bl 45 R E T A
HEMTASE R AR A

*2 REHELISNEMERE
Panel A il FI#E A AL TS AR MD&A SCAHREAE 19 R0 1 A2 Ak
- Similarity Complexity Tone
AL
(1) (2) (3)
. 0.013 " -0.040 " —-0.054 "
Punish
(2.74) (-1.77) (-5.27)
1.001 ™ - 1.500 *** -0.633 "
Constant
(11.12) (-2.88) (-3.17)
Controls Yes Yes Yes
Year FE Yes Yes Yes
Firm FE Yes Yes Yes
Observations 26860 26860 26860
Adj. R* 0.241 0.293 0.070
F 187.90 82. 08 14. 89
Panel B.PSM + DID Jy ik [E115
- Similarity Complexity Tone
A HE
(1) (2) (3)
-0.021 " 0. 108 *** 0. 042 ™
Fraud
(-3.43) (3.68) (3.76)
0. 692 " 0.304 -0.223
Constant
(7.60) (0.45) (-1.06)
Controls Yes Yes Yes
Year FE Yes Yes Yes
Firm FE Yes Yes Yes
Observations 24086 24086 24086
Adj. R* 0.220 0. 361 0.075
F 89. 63 59. 26 14. 45
Panel C;Z2EE50 I
- Similarity Complexity Tone
A2 HL
(1) (2) (3)
0. 003 -0.008 -0.008
Fraud
(0.91) (-0.52) (-0.71)
. 0. 601 -1.188* -0.245
Constant
(9.69) (-2.50) (-1.14)
Controls Yes Yes Yes
Year FE Yes Yes Yes
Firm FE Yes Yes Yes
Observations 26860 26860 26860
Adj. R? 0.239 0.315 0. 063
F 193. 83 97. 26 11.77
Panel D #220 w 30 20 7] S0 14 52
- Similarity Complexity Tone
AR HL
(1) (2) (3)
-0.018 " 0.119 ™™ 0. 039 ™
Fraud
(-3.25) (4.10) (3.69)
-0.008 ** -0.034 " 0.014 ™
M&A
(-2.23) (-2.37) (2.74)
-0.004 *** -0.003 0.001
Strategy
(-4.04) (-0.71) (0.29)
0. 601 *** -1.188* -0.245
Constant
(9.69) (-2.50) (-1.14)
Controls Yes Yes Yes
Year FE Yes Yes Yes
Firm FE Yes Yes Yes
Observations 26860 26860 26860
Adj. R* 0.228 0. 309 0. 086
F 173.85 92. 11 16. 85
TE AR S Ol ™ T SRR TE 1% 5% F110% /KF B
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M. EF GONE Bt ABERLAERIE
MRS HT

2 GONE HHIRIA R - 23 Wl il FL I 525 Greed
(G) .HLZ Opportunity (O) 75 2 Need (N) , 255
Exposure(E) . 2R i A A fFfEd Az O d i
Blas BRI K H= 5 4k R AT Re /N, R4
T w2 iR AT O

(—)ATE(G) A ESH A8 AAZ &R
7%

i Ml il 24 SRR B, A W R AR T
U9 A RS A S LA AR 204 O R 2 SR A AR
FVEMBE A KZ 850 WW T8 50 SA F8 54,
b KZ $850R ww 85039 & TIRZ A N E
MR AR, RN AN TR, A XS %
VEARRRAE(2021) Y f ik, R A Size & Age(SA)
FeB R R 2T, SA = - 0. 737 x Size +0. 043 x
Size? —0. 040 x Age , ZH8 BUH K, F/R il 9% 29 U
JEE 7% 3 Panel A 218 SA F880P A B A A RlH
ZER R AR IVE R Fraud 544 MD&A SCAR
FHIE Disclosure 1) 3 A8 1 1Y 3 A OGO R 247
TE TR 2 el U IR e 2 s i i, 28
A SO BB B AL AT REMERLK

(=) REAMNL(0) A ERT A8 LAE &
BYATH

SR PR B 22 N R AT R AL 2
WL, ARSI AT (2012) IR
XF 5 — R B 5 B bU 3]t 7 38 5 L 491 | ML 4%
FERRILG) ERERKS DAME R EF
SR R B | i AR B L B DA R
=R N B SR B AT A T,
HEN TR BRI KL Glndex , W05 70 FIIA BAR HOK
SR AR A QU s BN I 2 VDU S S
Panel B #& J8 2\ W] 6 3485 £ b 67 5053 41 09 18] 05 45
BER. A FEHZE Fraud 54FEH MD&A X
AAE B EE Disclosure 19 3 N ) 3% R+
BAFE T dl iR B 22 4, U6 B 2 )3 B K F
B2, 2N wl AT i BT R SCAR AR BB LA
e 1 Sh AL A
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(Z2)NRFEMEFER(N) ABERTA AL
BYATH

A E) S RGE 5 2 5 TRIBE I R A
—ii 2 A AT RE I IR L 45 R, AR SC
BRI K4 (2020) P ORGSR Z - score i
W55 AR, Z — score FEHL 2 L)L 2725 1 (N SE 3T 7 il
Bty XA B AT IR AL B HEAT R GE 5 H A
), RN F R 55 RO, Z - Score = 1.2 x X, +
L.4xX, +3.3xX; +0.68 x X, +0.99 x X, (HHr,
X, = Bia W&/ G ML X, = BN/ 5™ 5
WX, = BB/ 5 SR, X, = AU T (B
A, X, = B/ %= R . Z - score {H
TR, R 28 v W 45 R Ak 2 | A W) & A T 45 TR B
BT REMERLER K . 8 5 Panel C 218 Z — score 1V
BT m A5 R Bon A RLEE AR R Fraud 545
2 MD&A SCAAE . Disclosure 1 3 A5 B .35 56
R FBAFAET WS IR 224, BAHT T 2 W) W 55
ARDEBRZZIT 2 R F I SCAAE B BRI 5 ALY 3h
HLATE .

(@) REHAARE(E) TR A BT TA
8 XA EHRYATH

E FER S B A AL T REE L A HE
HLR 1 T RE PR AL, 2 W) 18 A% T RE 1 ik
AR S WAL 5 (2021) 77 B BF 5T, LA Ak 4 45
(2017) 2% Bl &8 1 (4 48 40 T 3 Ak 4R B A
(2016) ) BT 37 FLF8 B Ay b X T 37 40 788 2 1 A6
AR SR T P L2 & B R A A
57 HE BSOS W IX 35 1 55 ( Legal ) o > W) TSl
“TigTh A 4UN K B Ak BT R 8K T
H LR, AR A b DXk T R SR A A, 3 R A Ak ) T
REMERCA s 20 Al Ml < T 3 vh A 4L 20 K B Nk
FREHI IR B TR BN T A 45, 0 2R Hb DX 4 4
Bk 22 33 Panel D 4 B IX 1 T IA 58 6 £ 4y
AR EIEZE R BR . A A B Fraud 728 1 5 4F 4
MD&A UAAE B Y5 &5 Disclosure 1 3 PNAR 1) g &
KRR FEAAAE T b DX 1 PR BT e 22 2, Ui W) il IX
TR ABE 2 A W AT i RUIE R SCAS (5 B4
YA SR
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&3 E T2 GONE B X AR XAERRMT AR

Panel A: NGTAE (G) F T8 W) SURMR BARHMT

Similarity Complexity Tone
3 il 5 2 Ry Fil 9% 249 AR e 29 R g% 2 AR R g% 249 o vy il E 2 TRAR
(1) (2) (3) 4) (5) (6)
-0.018* -0.021 0.112** 0.084 0. 050 *** 0.014
Fraud
(-2.31) (-1.47) (3.46) (1.37) (3.56) (0.69)
1.160 *** 0.569 ** -0.385 0. 627 -0.378 -0.395
Constant
(7.49) (2.31) (-0.53) (0.56) (-1.09) (-0.94)
Controls Yes Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes Yes
Firm FE Yes Yes Yes Yes Yes Yes
Observations 13441 13419 13441 13419 13441 13419
Adj. R? 0.270 0. 206 0.271 0.273 0. 088 0. 044
F 98. 66 48.74 35.35 29. 48 9.86 4.29
Panel B: NIEHLHL2: (0) f BRI ] SUAE BHIT
Similarity Complexity Tone
A PR RIA BT | MR RIAIIALE | NAB A RA AU | MR RNATIEE | INHRA BNABIEAF | N ERA mlih B2
(1) (2) (3) 4) (5) (6)
Fraud -0.010 -0.024 ™ 0.072 0. 115" 0.010 0.037 ™
(-1.14) (-2.33) (1.63) (2.68) (1.09) (2.83)
1. 008 ™~ 0.974 0. 682 -1.101 -0.587" -0.261
Constant
(6.57) (6.64) (0.93) (-1.11) (-1.68) (-0.91)
Controls Yes Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes Yes
Firm FE Yes Yes Yes Yes Yes Yes
Observations 13421 13439 13421 13439 13421 13439
Adj. R? 0.247 0.248 0.245 0.333 0. 101 0.072
F 76.19 64. 15 26.77 43.37 6.19 8.89
Panel C: ALK (N) F AR I 7SO BT
Similarity Complexity Tone
Ao W 55 AR DL W0 55 IR LER 2 0 55 IR LA 0 55 IR L HR 2 0 55 R BL U2 INVR &=
(1) (2) (3) (4) (5) (6)
-0.018 -0.019 ™" 0. 032 0.138 " 0. 020 0.041 ™
Fraud
(-1.63) (-2.206) (0.55) (4.02) (1.11) (2.94)
0. 620 ™ 1.221 " 0.253 0.172 -0.579 -0.280
Constant
(2.69) (10.07) (0.25) (0.29) (-1.23) (-1.17)
Controls Yes Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes Yes
Firm FE Yes Yes Yes Yes Yes Yes
Observations 13425 13435 13425 13435 13425 13435
Adj. R? 0.218 0.257 0.290 0.267 0. 090 0.073
F 30.38 116.2 25.17 47.10 2.74 11.23
Panel D Mk FUBEREEE (B ) 197 GETE A1 BE 2R W SCAR(R BT
Similarity Complexity Tone
S Hi DX PR | M DR PR 22 | M DXk I PR | M DXL I PR 22 | M DXL I PR SSEHA | ot DXkt PR as e 2
(1) (2) (3) (4) (5) (6)
-0.017 -0.021*" 0.014 0.127 0.015 0. 063 ™
Fraud
(-1.55) (-2.55) (1.34) (3.24) (0.75) (4.27)
0. 830 1.061 ** -0.341 0.222 —-0.246 -0.243
Constant
(5.32) (7.18) (-0.43) (0.24) (-0.83) (-0.80)
Controls Yes Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes Yes
Firm FE Yes Yes Yes Yes Yes Yes
Observations 13397 13463 13397 13463 13397 13463
Adj. R? 0.258 0.219 0.274 0.310 0.091 0. 061
F 83.96 65. 53 29. 84 33.09 9.43 5.82
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A AATHETIRINRARAFANRERR
IIEIREMEIITH

(—)5 R& 2l Rit2MAF aik

F A B8 T ARRIE B 1T 3 RS B4 15 2B
5 (1) PR BAEH MD&A SCA AR 1 ]
HEE R BN A RIERAS & Fraud 5 2B F
[l A5 B CAR Uk AR IR 3, B B e A T
By BN ) 5 AR R A AR R ) B AN AR
EE 5 AU B LA B 2R O 1 DA TTAS %%
Al g, 5 (2) 2 (5) Hi# — 5% BAE#R
MD&A SCAAF S Ak A HE 1 Sh AL, 24 SCA AR )%
Similarity /N TR SR IR Complexity KT
HA I SCARTE T Tone KT HR AR, 2 Al i3

F4 EHHHRN

A5 & IR
AT R | Similarity | Complexity Tone
Ap CAR CAR CAR CAR
[-5,+5]|[-5,+5]|[-5,+5]|[-5,+5]
(1) (2) (3) (4)
-0.074 0. 026 -0.181™ -0.332
Fraud
(-1.37) (0.29) (-2.48) (-1.29)
Fraud x D -0.130 0.303 0. 286
isclosure_Dummy| (-1.24) (1.11) (1.09)
Disclosure_ 0.032 —0.250 0.093
Dummy (0.83) (-6.13) (0.85)
-0.038 -0.012 -0.011 -0.012
Leverage
(-0.71) | (-0.24) | (-0.22) (-0.24)
0. 148 0.125* 0.095 " 0. 126 ™
Beta
(5.73) (4.34) (3.26) (4.36)
PR 0. 103 0. 062 0. 043 0. 075
(1.07) (0.58) (0.40) (0.70)
0.019 0.013 0. 029 0.011
Roa
(1.17) (0.69) (1.50) (0.58)
4 0. 005 0. 005 0. 005 0. 005
g (1.45) (1.48) (1.61) (1.48)
. 0.262™ 0.308 ** 0.279 0.305™
Biga
(2.01) (2.24) (2.03) (2.22)
; -0.197 " | -0.185*" | —0.190 ™" | -0. 187 ™"
EPS
(=5.51) | (-4.27) | (-4.39) (-4.30)
-0.585 -0. 602 -0.488 -0.581
LnLTA
(-1.21) | (-1.28) | (-1.04) (-1.24)
0. 652 0.613 0. 631 0. 621
Netrate
(0.61) (0.53) (0.54) (0.53)
Industry FE Yes Yes Yes Yes
Year FE Yes Yes Yes Yes
) 1.483 " 1.772 1.514 1.751
Constant
(3.25) (3.27) (2.79) (3.20)
Observations 26860 26860 26860 26860
Adj. R? 0. 098 0.084 0. 086 0. 084
F 11.87 15.25 15.37 15. 46

ARSI LI ™ O B BIFIRAE 1% 5% K LR,
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LB SHALE 3 , Dislosure_Dummy WAE R 1,75 W E
F 0, [FHEE R IR 38T Disclosure_Dummy x
Fraud 5 2B 5 [THRAE CAR 72 5 AL
FORF DN Ul B B A T 37 %0 s WL 2 ) 5l s L
O\ RV BN AN AEAE 2 22 5, o RIS W) R ]
SCAAE BERYINGE DS AL AT R I R B AT
YR, ASGEER T -1, +1].[ -2, +2],
[ =3, +3 & R B3 R, 4521k
AR
(=)90 X% v A1z LR
K5 IR T 90 K HE SRS 1Y 1815 73
R (1) S B SORE BT Ry 11
ZER IR AN Fraud x UE 5 BT A IS %
ARtk CAR 78 10% /K-F b 35 BRI, 1 H 5 UE
A I A R HORT  — B, B B w] s KU R 1
x5 FEREBIAR

A% % A T
WA R | Similarity | Complexity Tone
AR CAR CAR CAR CAR
[0,+90] | [0,+90] | [0,+90] | [0, +90]
(1) (2) (3) (4)
0.016 " 0.016 0.016 "™ 0.016
Fraud
(3.44) (4.21) (4.16) (4.16)
UE 0.013" 0.014 ™ 0.013 ™ 0.013 ™
(1.86) (2.20) (2.13) (2.15)
0.026 " 0.029 ** 0.017 0. 007
Fraud x UE
(1.72) (2.01) (1.21) (0.22)
FraudUx E x 0.018" | 0.013* | 0.017"
Disclosure_
Dummy (2.34) (1.66) (1.73)
Disclosure_ -0.001 -0.010 -0.003
Dummy (-0.08) | (-1.41) (-0.19)
5; 0. 005 0. 004 0. 005 0. 005
= (0.41) (0.36) (0.40) (0.37)
0.003 0. 003 0. 003 0. 003
Leverage
(0.30) (0.27) (0.24) (0.25)
. -0.012" | =0.011™" | =0.012™" | -=0.012 "
TobinQ
(-2.00) | (=3.67) | (-3.80) | (-3.74)
0. 009 0. 009 0. 009 0. 009
Cash
(1.33) (1.41) (1.43) (1.43)
R -0.026 -0.027 -0.026 -0.027
o (-0.43) | (-0.67) | (-0.64) | (-0.66)
Industry FE Yes Yes Yes Yes
Year FE Yes Yes Yes Yes
0.263 0.262 " 0.276 " 0.269 ***
Constant
(2.18) (3.99) (4.16) (3.96)
Observations 26860 26860 26860 26860
Adj. R? 0. 029 0. 029 0. 030 0. 029
F 32.10 13.91 14. 02 13.95
TSR Ol T IR RTE 1% (5% F110% K7 |
W&,
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RREBIR. B (2) E(5)NNE—PHEIAS
EHRIAT Y 8 25 51 B IR SN Fraud x
UEDis x closure _Dummy 5 2 11 H & U 45 % A7 &
CAR 1£ 10% J UL EoR- b8 2 ARG, i H 5
Fraud x UE 9 81IH 2 8005 — 2, 1 A 4R 4R
MD&A SCAAE BB AL AT Rl 1 15 B
ERAL, FRSSeRW], O, AR % T
AL o AR MD&A SCAHEAT RS O, 15
TR R AF B AR A, DT AR T A o
F RS s I — 7 I, T S AR LT 4
AIZI SR 9, AR5 70, +30],
[0, +60 ] 5% F (R SR 4, (B IR K IAH
[l 285 2R AT 58 B 2 ) M) P SO £ L 4 A 1 i
MEFT Rk R 71k 90 KEH

(Z) =5 BB HE R

6 GI7R T —AF B A 25 XU 1 1] 5 3 A
25, (1) 5 (2) IIAFEESCALE BRI
MIEZE R 7R A FLERAS & Fraud 55000055 W2
ZBUE R FNCSKEW VL K Bty bR 9% 3 1 75 i
FDUVOL 7 5% /K- 8 25 TEAHOC , Ui B _E 17 A
TERLEE R T M i A KR, 5R(3) 2= (10) Fll i —
2 P SURAE BB AT A E 25 R R &8
FIN Fraud x Disclosure_Dummy 50 kHkRE &R
A B FNCSKEW UL B A 1 U sl o A8
FNCSKEW BA W EA K R, Ui 2 =] F
SCARAE B ER G 13 B0 T R s T2 BB
F 28 XU Te) B 33 B ¢ AR T 37 B 6 A RGR S
N HEAT O .

x6 RMEZNKE
R T — L L R
A B Similarity Complexity Tone Similarity Complexity Tone
' FNCSKEW FDUVOL FNCSKEW FDUVOL FNCSKEW FDUVOL FNCSKEW FDUVOL
(1) (2) (3) (4) (5) (6) (7) (8)
Fraud 0.098 ** 0.079 * 0.134* 0.116 ™ 0.142* 0.133 " 0.075 0. 100
(1.98) (2.18) (1.88) (2.41) (2.50) (3.23) (0.37) (0.75)
Fraud x 0.097 " 0.095 " 0.091" 0.107 ™ 0.122* 0.103 "
Disclosure_Dummy (1.75) (1.72) (1.66) (1.96) (2.11) (1.87)
0. 003 0. 002 0.013 -0.001 0.077" 0.092 "
Disclosure_Dummy
(0.12) (0.10) (0.45) (-0.05) (1.66) (1.88)
Neshew 0.015* 0.012 ™ 0.016 ™ 0.012™* 0.016 ™ 0.012™ 0.016 " 0.012*
(2.21) (1.99) (2.22) (1.99) (2.22) (2.00) (2.22) (1.99)
Sigma -9.575*" -8.057 -9.572 " -8.053 " -9.558 " -8.026 " -9.598 ** -8.078 ™
(-8.79) (-10.56) (-8.79) (-10.56) (-8.77) (-10.52) (-8.83) (-10.59)
Ret —-77.289 " | —78.859 ™" | -77.294"* | -78.863 " | =77.290 " | -78.879 """ | -77.263 " | -78.839 "
(=39.02) | (-50.26) | (-38.99) | (=50.21) | (=39.02) | (=50.27) | (=39.03) | ( —50.24)
-0.013 -0.017 -0.013 -0.017 -0.013 -0.018 -0.013 -0.017
Duurn (-0.40) | (-0.76) | (-0.40) | (-0.75) | (-0.41) | (-0.78) | (-0.41) | (-0.76)
0. 161 0. 184 0. 160 0. 183 0. 158 0. 180 0. 161 0.183
Opaque (1.02) (1.56) (1.02) (1.56) (1.00) (1.53) (1.02) (1.54)
-0.113 -0.149 -0.113 -0.149 -0.109 -0. 145 -0.113 -0.148
Opaque®
(-0.77) (-1.36) (-0.77) (-1.36) (-0.74) (-1.33) (-0.77) (-1.35)
Size -0.056" -0.055* -0.056" -0.054 " -0.055* -0.052* -0.056" -0.055*
(-1.90) | (-2.36) | (-1.88) | (-2.34) | (-1.85) | (-2.22) | (-1.90) | (-2.36)
-0.012 -0. 000 -0.012 0. 000 -0.011 0. 001 -0.010 0. 002
Leverage
(-0.32) (-0.00) (-0.32) (0.01) (-0.30) (0.02) (-0.27) (0.07)
-0.039 -0.115 -0.034 -0.110 -0.039 -0.115 -0.053 -0.128
Roa (-0.15) | (-0.58) | (-0.13) | (-0.55) | (-0.15) | (-0.58) | (-0.21) | (-0.64)
Industry FE Yes Yes Yes Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes Yes Yes Yes
1. 067 1.042™ 1. 055 1.030 ™ 1. 040 0.980 * 1. 025 0.999 *
Constant
(1.61) (2.03) (1.59) (2.01) (1.56) (1.90) (1.53) (1.93)
Observations 26860 26860 26860 26860 26860 26860 26860 26860
Adj. R? 0. 429 0. 568 0.429 0.568 0.429 0. 568 0.429 0. 568
F 17. 88 25.01 16. 12 22.51 16. 16 22.63 16. 10 22.52
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