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ABSTRACT

ABSTRACT

Under the background of rapidly development of science and technology,
cross-border M&A has become an important point in the development layout of
many powerful companies. However, according to the past cases, the actual rate of
successful cross-border M&A is not high, mainly due to the poor risk prevention
and control ability of enterprises . Besides the improper management of enterprises,
most of the risk of cross-border M&A is caused by the serious asymmetry of
information in the process of M&A.

In the past, in order to reduce the information asymmetry, many enterprises
used performance compensation commitment to reduce the risk of M&A. However,
with the increase of application cases, the limitations of performance
compensation promise began to gradually emerge. In this case, the method of
“earn-out” attracts domestic scholars. In this way, the M&A consideration is
divided into two parts: fixed consideration and contingent consideration. The fixed
consideration needs to be paid by the enterprise immediately after the completion
of the M&A, while the contingent consideration is paid based on the realization of
the target enterprise's future performance. However, the actual number of this
payment scheme used in domestic mergers and acquisitions is small, the relevant
scholars do not have in-depth research on this payment mechanism, and the
regulatory authorities have not made clear rules and regulations on this payment
mechanism, which leads to no rules and regulations for enterprises to obey. Under
the situation, this paper selected the case of the cross-border merger of Newegg
Company with the application of earn-out acquired by Liaison Interactive
Company, and analyzed the application effect of this payment mechanism in the
process of M&A.

Key Words: Cross-border M&A, Earn-out, Risk of M&A
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