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1. Introduction
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ince " the introduction of reform and

opening up, the development of Chi-

na's M&. A has experienced the stages
of germination, start, and rapid development. As
an effective way for companies to expand and opti-
mize resource allocation, M& A has been favored
by many enterprises. With the rise of China’s econ-
omy, the scale of M& A of Chinese enterprises ac-
counts for an increasing proportion in the global
M&. A scale, and the wave of global M&A will
usher in the era of M&A in China. According to
the report of PricewaterhouseCoopers, the total
number of M& A transactions of Chinese enterpri-
ses in 2015 totaled 9419, with a total value of US
$ 855. 9 billion. However, with the increasing un-
certainty of the market and the domestic deleverag-
ing process restricting the financing channels, Chi-
na's M& A transactions have declined. In the whole
year of 2019, the number of M&. A transactions of
Chinese enterprises totaled 9483, with a total US
$558. 7 billion. Under the background of " diffi-
cult financing" and of the huge cost of M&A, the
success rate of M&. A is directly related to the con-
trol strategy adopted by enterprises in M&A.

In the process of M&.A, to control the target
enterprise, the acquirer needs to have a certain
number of voting rights of the target enterprise. If
the merger adopts a single way to realize the con-
trol right, it usually needs to pay a lot of transac-
tion consideration to achieve the purpose of the
merger and acquisition of the target enterprise. Be-
sides, under the background of "financing difficul-
ties", it is usually challenging to achieve the goal
of controlling the target enterprise only by relying
on a single arrangement of control rights. There-
fore, enterprises should reconsider their reality and
adopt diversified control rights arrangement strate-
gy, which can not only reduce the cost of M&A,
but also help to improve the success rate of M& A.

In October 2019, Yunnan Yunnei Power
Group Co. , Ltd. used an innovated way of merge
to achieved the goal of M&. A of Shenzhen V& T
Technologies Co. , Ltd. , a listed A—share compa-

ny with an equity valuation of RMB3. 036 billion,

with the transaction consideration only of RMB551
million. After the merger and acquisition, it also
officially marks that the state — owned enterprise
Yunnan Yunnei Power Group Co., Ltd. has for-
mally entered the new energy automobile industry
and firmly grasped the initiative of enterprise
transformation. How does Yunnan Yunnei Power
Group Co. , Ltd. realize the control of A — share
listed company Shenzhen V& T Technologies Co. »
LLtd. at a small cost through wise merger and ac-
quisition scheme? This paper will analyze the con-
trol right arrangement strategy of enterprises in
the process of M& A through this practice case so
as to provide guidance and reference for the control
right arrangement of Chinese enterprises in the
process of M& A in the future.

2. Literature review

Many scholars have made a more in— depth study
on the economic benefits of M&.A transactions.
Feng Genfu and Wu Linjiang (2001) conclude that
M&.A can improve enterprise performance and en-
terprise value to a certain extent. The existing lit-
erature also points out that reasonable horizontal,
vertical or mixed M& A can enhance the competi-
tiveness of ME& A enterprises. Therefore, M& A
has become one of the expansion ways that enter-
prises are keen on. In M&A transactions, finan-
cing methods and M&.A program design and other
factors significantly affect the success rate of
M& A (Zhao Qing et al., 2018). Jensen and
Ruback (1983) and Stulz (1988) believe that a
wholly—owned acquisition of a target enterprise u-
sually results in a conflict of interest between the
operator of the target enterprise and its owner.
Dang and Henry (2016) believe that based on the
incentive theory, compared with the holding acqui-
sition, the operator of the enterprise in the wholly
—owned acquisition is easier to be replaced. Hart-
zell et al. (2004) and Moeller (2005) pointed out
that, in addition to the situation that the acquirer
promised to retain the position and salary of the
enterprise’s operator, the enterprise’s operator was
more reluctant to accept the wholly—owned acqui-
sition than the holding acquisition. Comment and
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Schwert (1995) and Bates and Becher (2017) said
that operators usually take a series of anti wholly
owned acquisition measures to strengthen their dis-
course power in M& A negotiations, which also in-
creases the M& A cost of M&A parties. There-
fore, in the actual M& A, enterprises are more
willing to adopt the way of holding acquisition to
acquire target enterprises. Based on the company
management level, the existing literature shows
that reasonable control right arrangement can alle-
viate the traditional agency problem caused by the
separation of ownership and control in joint—stock
companies (Wang Qingsong, 2011). Zhao Keyang
(2019) also pointed out that corporate control is
extremely important for modern corporate govern-
ance. On the one hand, it is necessary to ensure
the shareholders” right to know and supervise the
company; on the other hand, the company’s man-
agers should also have sufficient power to imple-
ment management planning. However, few schol-
ars have studied how the arrangement of control
right will affect the M&.A transactions in the
process of M& A, Based on the actual cases, this
paper analyzes the practical significance of reasona-
ble control rights arrangement in the process
of M&.A.

3. Control right arrangement in M& A

3. 1 Influencing factors of control right arrangement
in M&A

Enterprise control right is one of the core issues of
corporate governance theory, which means that it
has an indirect or direct influence on enterprise de-
cision—making. The arrangement of control rights
should be based on the importance of each party to
the value creation of the enterprise. This is be-
cause the control right of the enterprise determines
the resource allocation of the enterprise, and the
resource allocation will determine the operation
status and efficiency of the enterprise. The trans-
fer of residual control rights by entrepreneurs is af-
fected by the following factors: entrepreneurs unit
non— monetary income, entrepreneurs efforts, in-
vestor's control implementation cost, and control
realization degree (Liu Qigui and Meng Xi, 2010).
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Therefore, the influencing factors of control ar-
rangement in M& A can be divided into two cate-
gories.

3. 1.1 Material resources

Material resources are the material basis provided
to the enterprise to help the production and opera-
tion of the enterprise. Common material resources
such as shareholders’ contributions or investors’ in-
vestment funds. Material resources provide mate-
rial elements for the operation of the company. If
there are no material elements, the operation of
the company will lose the material basis. That is,
there is no production object and no means of pro-
duction. The amount of material resources provid-
ed to enterprises is one of the important factors de-
termining the proportion of enterprise control
rights owned by resource providers.

3. 1.2 Nonmaterial resources

Intangible resources refer to the favorable tools
that may help enterprises in the future, such as en-
trepreneurs’ human capital, investors’ social rela-
tions, key technologies mastered by enterprises,
etc. Intangible resources play a key role in the
process of enterprise development. For example,
entrepreneurs human capital provides a profession-
al helmsman or strategic consultant for the enter-
prise. The social relationship of the acquirer can
not only optimize the upstream and downstream
connection of the merged enterprise but also create
a joint strategy of strong alliance. Nonmaterial re-
sources also affect the proportion of enterprise con-
trol rights owned by resource providers to a great
extent.

3. 2 Main ways of controlling right arrangement
in M&A

In the process of M&A, the M&A parties often
consider the problems of capital or supervision to
reduce the proportion of equity in the acquisition.
To achieve the purpose of controlling the merged
enterprise, the merger and acquisition party may
adopt the nonsingle control right arrangement
mode, and more adopt the "combination fist" con-
trol right arrangement mode to achieve its holding

purpose. The main ways of control arrangement in
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M&.A are as follows:

3. 2.1 Equity control

According to Article 42 of the company law, the
shareholders” meeting shall exercise the voting
right according to the proportion of capital contri-
bution, unless otherwise specified in the articles of
association. According to the articles of association
of the company., the shareholders can be divided
into two types: the same share with the same right
and the same share with different rights. The ac-
quirer can control the target enterprise by purcha-
sing a certain proportion of shares of the acquired
party.

3. 2.2 Contract agency control

(1)Concerted action

Concerted action means that two or more actors
take concerted action to exercise voting rights or
engage in other joint actions that have an impact on
the company. According to the contract law,
shareholders can unite with other shareholders to
become the persons acting in concert and reach the
agreement of persons acting in concert to achieve
the goal of centralizing the amount of equity and
realize the joint control of the company. In the
process of M& A, the M&. A party can reach the "
agreement of persons acting in concert" with the
shareholders of the target enterprise to achieve the
goal of joint control of the target enterprise.
(2)Proxy and waiver of voting rights

According to the company law, shareholders can
exercise their voting rights through authorized a-
gents in writing or promise to give up their voting
In the
process of M& A, the M&. A party can sign a "vot-

rights within a certain period of time.

ing power agency agreement" with the shareholde-
rs of the acquired party to obtain additional voting
rights; or the merger party requires the sharehold-
ers of the acquired party to sign a "letter of com-
mitment to give up voting rights", so that the
shareholders of the acquired party can not exercise
their voting rights within a certain period of time
to relatively increase the weight of their voting
rights and achieve the goal of controlling the target

enterprise,

4. Review the M&A case of Shenzhen V&T
Technologies Co., Ltd by Yunnan Yunnei
Power Group Co. , Ltd.

4.1 Background of transaction

4. 1.1 A brief introduction of Yunnan Yunnei Pow-
er Group Co. , Ltd. Yunnan Yunnei Power Group
Co. , Ltd. is the first state—owned holding listed
company in China’s multi — cylinder small — bore
diesel engine industry. It belongs to Kunming
State Owned Assets Supervision and Administra-
tion Commission, and is a large—scale national en-
terprise. It was listed on the Shenzhen Stock Ex-
change on April 15, 1999. Its main products are
vehicle diesel engine, nonroad diesel engine, diesel
engine series, and its deformation unit and parts.
At present, the company ranks fourth in the do-
mestic vehicle engines; its main products and main
market areas form the core competitiveness of sus-
tainable development, and the overall management
level is in the upper level of the domestic engine in-
dustry.

4. 1. 2 A brief introduction of Shenzhen V&.T
Technologies Co. , Ltd. Shenzhen V&.T Technol-
ogies Co. , Ltd. is a high—tech enterprise with in-
dependent intellectual property rights and speciali-
zing in the research, development, manufacturing,
and sales of power electronic products. It was suc-
cessfully listed on the gem on March 22, 2016.
The company’s main products are electric vehicle
motor controllers, medium and low voltage invert-
er, servo driver, etc. The company has mastered
the core control technology of electric drive, and
has perfect industrial design and production capaci-
ty. The VTS series and V9 series frequency con-
verters and servo drivers introduced by the compa-
ny can well meet the needs of high, medium and
low markets.

4. 2 Motivation

The continuous development of the economy and
the intensification of competition in the industry
have promoted the fifth M& A boom. For individ-
ual enterprises, enterprises can adapt to environ-
mental changes more quickly through M&A, es-
pecially the strategic restructuring based on the
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changes of industry or product life cycle, which
can effectively reduce the barriers to enter new in-
dustries and new markets and bear relatively small
risks, which can be quite beneficial to play a syner-
gistic role. M& A can bring a variety of functions,
and different enterprises have different motives for
M&.A. the motivations of this case mainly include
the following aspects:
4. 2.1 Acquire core technology and grasp the initia-
tive of transformation
In the long run, the new energy vehicle industry
will have a considerable impact on the diesel vehi-
cle market. With the decline of the growth rate of
the automobile industry, the business of Yunnan
Yunnei Power Group Co., Ltd. also encounters
bottlenecks. At the same time, diesel vehicles
have a great emission problem, and many devel-
oped countries have already introduced a timetable
for banning diesel vehicles in the future. Although
there is no national —level policy on this aspect in
China, many places have implemented the policy of
banning diesel vehicles from the road or implemen-
ting subsidy measures to guide buyers to scrap
diesel vehicles of national three standards. It has
become a global trend to phase out polluting diesel
and gasoline vehicles and develop environmentally
friendly new energy vehicles. The main electric ve-
hicle controller of Shenzhen V&.T Technologies
Co. » Ltd. has advanced electronic control technol-
ogy. At the same time, electronic control technol-
ogy is one of the core technologies of new energy
vehicles. It can drive and control the motor of an
electric vehicle, so that the electric vehicle can run
safely, stably, and efficiently. The acquisition of
Shenzhen V& T Technologies Co. , Ltd. marks an
important step for Yunnan Yunnei Power Group
Co. , Ltd. to enter the new energy automobile in-
dustry, and firmly holds the initiative to transform
to the new energy automobile industry.
4. 2.2 Respond to the call of the transformation of
state—owned enterprises
The reform of state—owned enterprises is an im-
portant strategic step for the central government to
implement the policy of becoming bigger and
30

stronger. Promoting the transformation and up-
grading of state—owned enterprises under the new
normal is conducive to maintaining and increasing
the value of state — owned capital and improving
the competitiveness of the state—owned economy.
Yunnan Yunnei Power Group Co. . Ltd. is a listed
state—owned enterprise under Kunming SASAC.
The acquisition of Shenzhen V&T Technologies
Co. , Ltd. responded to the call of the transforma-
tion of state — owned enterprises, complied with
the development situation of the market, formula-
ted targeted development strategies, helped enter-
prises develop and expand, and improved the com-
petitiveness of the state—owned economy.

4. 2.3 Use the advantages of both sides to form a
business synergy effect

Before the merger and acquisition, Yunnan Yunnei
Power Group Co. , Ltd.’s main products were ve-
hicle diesel engines and nonroad diesel engines. At
the same time, Yunnan Yunnei Power Group Co. ,
Ltd. was also in a leading position in the domestic
market, occupying a large market share, which
has formed a particular scale effect. After the mer-
ger and acquisition of Shenzhen V& T Technolo-
gies Co. , Ltd. , the company entered the electrical
and electronic control industry, complemented the
company’s business weakness in the new energy
automobile industry, formed a business system of
selling engines to fuel vehicle enterprises and elec-
tronic control systems to new energy vehicle enter-
prises, making full use of the advantages of both
sides and forming business synergy effect.

4, 2. 4 ITmprove the technical level of industrial e-
lectronic products and expand the application
fields. and consolidate the existing competitiveness
As a "national high — tech enterprise", Shenzhen
V&T Technologies Co. » Ltd. has won the honors
of "the most competitive independent brand" and "
technological innovation award". It has advanced
industrial — level electronic product research and
development technology. Its products meet the in-
ternational standards and meet the application re-
quirements of China’s application environment and

different industries. The reliability of the product
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and the applicability of the environment are further
strengthened. After acquiring the core products of
the company, the company's share of core products
in the automotive industry has been enhanced.

4,2.5 The new energy automobile industry is in a
low ebb period, so as to improve the voice of Yun-
nan Yunnei Power Group Co. , Ltd. in M& A

With the notice on adjusting and improving the fi-
nancial subsidy policy for the promotion and appli-
cation of new energy vehicles issued by four minis-
tries and commissions in February 2018, subsidies
for new energy vehicles continued to decline,
which also exacerbated the financial crisis of the
new energy vehicle industry. Further cost control
by downstream vehicle manufacturers led to the
situation that the upstream enterprises in the new
energy vehicle industry chain were facing continu-
ous decline in product prices. As a result, the per-
formance of Shenzhen V&T Technologies Co. ,
Ltd. in 2018 dropped dramatically. Compared with
2017, the operating income decreased by 31% , and
the gross profit margin continued to decline. At
the same time, the cash flow of downstream new
energy vehicle manufacturers was poor, which also
led to the tension of the cash flow of the company.
In 2018, the net operating cash flow was — 06
million yuan, and the turnover rate of receivables
and inventory decreased to 20 from 1. 72 times and
2. 94 times in 2015, respectively 74 times and 1. 65
times in 18 years. The new energy vehicle industry
has fallen into the industry trough period, and the
industry competition is intensifying, which makes
blue ocean proton urgently need to introduce stra-
tegic investors with capital and background, which
is also the main reason why Shenzhen V&.T Tech-
nologies Co. , Ltd. is willing to accept this control
right arrangement. Yunnan Yunnei Power Group
Co., Ltd. chooses to take M&.A transaction at
this time, which not only does not need to pay a
large amount of premium as in the past years but
also can improve the discourse power in M& A, re-
duce the proportion of equity acquisition, and
greatly reduce the cost of M&A of cloud power to

achieve the control of the target enterprise at a

small economic cost.
4. 3 Control arrangement in the case
4. 3.1 Merger plan
Yunnan Yunnei Power Group Co. , Ltd. signed an
equity transfer agreement with Qiu Wenyuan and
Xu Xuehai, the founders of Shenzhen V& T Tech-
nologies Co. , Ltd. and purchased 37759400 shares
from Qiu Wenyuan and Xu Xuehai at a price of 14.
60 yuan per share, a 31% premium over the previ-
ous trading day. After the transfer, Yunnan Yun-
nei Power Group Co., Ltd. held 18. 15% of the
shares of Shenzhen V&.T Technologies Co. , Ltd.
Meanwhile, the former controlling shareholders
Qiu Wenyuan and Xu Xuehai (holding 11. 59% and
7.28% respectively and holding 18. 87% in total)
promised to terminate the relationship of concerted
action; the remaining major shareholders promised
not to sign a concerted action agreement with other
shareholders in the next 24 months, and Xu Xue-
hai vowed to give up voting rights within 12
months after the completion of the transaction.
This series of control rights arrangement measures
enable Yunnan Yunnei Power Group Co. , Ltd. to
control the merged enterprises with only 18. 15%
shares.
4. 3. 2 Comparison of voting rights before and after
M&. A
As shown in Table 1, before the merger and acqui-
sition, V& Ts equity was relatively dispersed. The
original controlling shareholders Qiu Wenyuan and
Xu Xuehai held 15.45% and 9. 71% of the shares,
respectively, and reached a consensus action rela-
tionship, with the cumulative shareholding ratio of
25.16%. After the merger and acquisition, Yun-
nan Yunnei Power Group Co., Ltd., Qiu We-
nyuan, and Xu Xuehai respectively owned 18.
15%, 11.59% . and 7. 28 % shares of V& T. After
the control right arrangement of agreement trans-
fer, voting right abandonment and dissolution of
the relationship of concerted action, Yunnan Yun-
nei Power Group Co. , Ltd. , Qiu Wenyuan and Xu
Xuehai respectively owned 18. 15%, 11. 59% and
0% of the voting rights, and Yunnan Yunnei Pow-
er Group Co. , Ltd. became the controlling share-
31



Economics and Management Science | Volume 2 | Issue 1 | March 2020

holder of Shenzhen V& T Technologies Co. , Ltd.

Number of shares held Shareholding ratio before Number of shares held Shareholding ratio after
Shareholders
before share transfer share transfer after share transfer share transfer
Yunnan Yunnei Power
0 0.00% 37,759,400 18.15%
Group Co. , Ltd.
1Qiu Wenyuan 32,131,024 15.45% 24,098,324 11.59%
Xu Xuehai 20,196,648 9.71% 15,147,648 7.28%
Jiang Zhongwen 12,524,472 6.02% 10,829,772 5.21%
Fu Yin 12,236,500 5.88% 10,056,500 4.83%
Shi Renshuai 10,187,508 4.90% 7,997,508 3.84%
Huang Zhuming 3,653,030 1.76% 2,740,030 1.32%
Huateng Capital 13,140,000 6.32% 0 0.00%
Zhongteng Capital 4,560,000 2.19% 0 0.00%
Total 108,629,182 52.23% 108,629,182 52.23%

5. Analysis of control right arrangement

in M&A
From the perspective of the M& A party, the con-
trol right arrangement of "agreement transfer plus
voting right abandonment plus dissolution of con-
certed action relationship"” enables Yunnan Yunnei
Power Group Co., Ltd. to reduce the acquisition
proportion and spend only 551 million yuan of
transaction consideration, which greatly reduces
the capital cost of M& A and achieves the effect of
controlling Shenzhen V&T Technologies Co. ,
Ltd. The total shares held by the actual former
controllers of Shenzhen V&.T Technologies Co. ,
Ltd. reached 33. 67%.

transaction consideration of RMBI. 022 billion will

It is estimated that the

be spent if all shares of the actual original control-
ler are to be acquired, and Yunnan Yunnei Power
Group Co., Ltd. will trigger a comprehensive
mandatory offer obligation. By reducing the pro-
portion of acquisitions, cloud power no longer
faces this problem. Finally, Yunnan Yunnei Pow-
er Group Co., Ltd.

company with 551 million capital holding transac-

realized an A — share listed

tion value of 3. 036 billion yuan, and successfully
achieved the purpose of M&A with a small eco-
nomic cost.

From the perspective of the acquired party,

the M&.A

strong state — owned enterprises,

transaction successfully introduces
improves the
competitiveness of enterprises, and enables the en-

terprises to smoothly pass the trough period of the
32

new energy automobile industry. The ingenious
arrangement of control rights in M& A broadly re-
tains the residual claim rights of the original
founder team to the enterprise, which also enables
the original founder team to enjoy the benefits
brought by the growth of the enterprise to a large
extent, stimulate the enthusiasm of the original
managers and achieve a win— win situation.

A common feature of M&A transactions of
Chinese enterprises is that they need huge capital,
especially the acquired party is A — share listed
company with the high market valuation. It is of-
ten tricky for enterprises to raise a large number of
funds for M&.A at one time, which is not condu-
cive to market integration and synergy effect. Be-
sides, if the enterprise adopts the conventional way
of merger and acquisition, it needs to send a take-
over offer to the merged enterprise and submit it to
the CSRC for approval. Under this circumstance,
the acquirer needs to undertake many obligations
of the tender offer. The above problems have been
solved skillfully by Yunnan Yunnei Power Group
Co. s Ltd. when merging Shenzhen V& T Technol-
ogies Co. , Ltd. , which is undoubtedly due to the
skillful application of control right arrangement
during merger and acquisition.

6. Conclusion

In this paper, from the perspective of reasonable
control right arrangement of enterprises in M& A,
this paper takes Yunnan Yunnei Power Group

Co., Ltd. s successful acquisition of Shenzhen
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V&T Technologies Co., Ltd. with a small a-
mount of funds, and realizes the rare " A — merge
—A" M&.A transaction as an example. It is found
that the key to the successful acquisition of Yun-
nan Yunnei Power Group Co. , Ltd. lies in the rea-
sonable control right arrangement scheme of " a-
greement transfer plus voting right abandonment
plus removal of concerted action relationship" dur-
ing the acquisition. In the process of M& A, enter-
prises should pay attention to the rationality of
control right arrangement and actively try diversi-
fied M& A schemes. A reasonable control right ar-
rangement scheme can not only reduce the capital
cost required in M& A, but also flexibly avoid the
compulsory full offer obligation to realize the suc-
cessful M& A; at the same time, under the back-
ground of "financing difficulty", this mode can let
enterprises obtain more M&.A opportunities,
which is conducive to the integration of resources
and the play of synergy effect. Specifically, the
Enlightenment of this case study is as follows:

6. 1 Making reasonable control right arrangement
scheme to improve the success rate of M& A
According to the administrative measures for the
acquisition of listed companies, if a purchaser in-
tends to purchase more than 30% of the shares of a
listed company by agreement, the part exceeding
30% shall be transferred to offer If it has not ob-
tained the exemption from the CSRC and intends
to continue to perform its acquisition agreement,
or does not apply for exemption, it shall issue a
comprehensive offer before performing the acquisi-
tion agreement. According to the conventional
M&. A practice, enterprises will enter the compul-
sory comprehensive offer procedure. Ingenious use
of control right arrangement, such as abandoning
voting right and dissolving the relationship of con-
certed action, can not only reduce the capital cost
and time cost of M&. A, but also help the enter-
prise to achieve the purpose of holding shares, and
can significantly improve the success rate of
M&.A. At the same time, some combination
methods of control right arrangement can also be
used for reference by enterprises, such as "agree-

ment transfer plus partial offer", " agreement

transfer plus voting power entrustment plus voting
should

right abandonment ", etc. enterprises

choose suitable merger and acquisition scheme ac-
cording to their own situation and specific actual
cases.
6. 2 Formulate reasonable control right arrangement
to help enterprise development
In traditional M&. A transactions, the arrangement
of control right usually relies on a single share
transfer. When the original founder team transfers
the control right of the enterprise, it also loses the
corresponding equity, which means that the origi-
nal founder team is out of the game to a large ex-
tent. The original founder team has deep feelings
and understanding of the enterprise, which is a
crucial part of the development of the enterprise.
Enterprises should reasonably use the control right
arrangement strategy in M& A, which not only ef-
fectively solves this problem but also can greatly
improve the enterprise’s anti — risk ability and in-
dustry competitiveness by relying on the strength
of the merger and acquisition party, help the en-
terprise overcome the difficulties and help the en-
terprise to develop. At the same time, the founder
team still enjoys the economic benefits brought by
the enterprise development Dadi has retained the
enthusiasm of the original managers and achieved a
win—win situation.
6. 3 Observe the economic trend and formulate or-
ganic M& A strategy
According to the data of Qingke research, China
has completed about 1 trillion yuan of M&. A trans-
actions in 2019. China has strengthened the reform
of the capital market, relaxed the conditions for
listing and reorganization, and encouraged the
merger and reorganization of listed companies.
China Securities Regulatory Commission revised
the administrative measures for major assets reor-
ganization of listed companies, broadened the rec-
ognition standard and calculation period of reor-
ganization and listing, resumed the matching fi-
nancing for restructuring and listing, and allowed
compliance with the requirements. The high—tech
industry and strategic emerging industry, which
are in line with the national strategy, are listed on
the gem, a new development opportunity for Chi-
nese enterprises. At the same time, it also makes
the formulation of organic M&. A strategy a critical
link in M& A transactions. Organic M& A strategy
33
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has many advantages, such as expanding the scale
of production and operation, reducing costs, in-
creasing market share, obtaining advanced produc-
tion technology, management experience, and oth-
er resources, stepping into new industries through
acquisition, implementing diversification strategy,
and diversifying investment risks. In this case,
Yunnan Yunnei Power Group Co., Ltd. predicts
that high pollution diesel vehicles will be phased
out in the world in the future and advocates the
trend of new energy vehicles. Through the merger
and acquisition of Shenzhen V&T Technologies
Co. , Ltd. , which has the core electric motor con-
trol, the company realizes the layout in new energy
vehicles. According to their actual situation and
future development trend, enterprises should for-
mulate an organic M& A strategy suitable for de-
veloping enterprises, fully integrate resources and
play a synergistic effect, seek new growth points,
and realize strategic development of enterprises.

6. 4 Grasp the right opportunity of M&A and im-
prove the discourse power in M& A

In this case, with the decline of subsidies for new
energy vehicles, the industry competition intensi-
fies, and the new energy vehicle enterprises fall in-
to the dilemma of falling gross profit, tight cash
New

energy enterprises need to introduce strategic in-

flow, and escalating industry competition.

vestors who have capital, technology, and back-
ground to unite with each other to improve their

At this time, M&A

transactions can not only significantly improve the

advantages to stand out.

bargaining power and bargaining power of the
M&.A parties but also improve the success rate of
M&.A and realize the strategic layout. For enter-
prises, it is of great significance for enterprises to
choose the right time for merger and acquisition in
the stage of development and expansion. In addi-
tion to the time of merger and acquisition analyzed
in this case, enterprises should also consider the
situation of macro—economy, capital market, and

enterprise situation to find the right time for merg-
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er and acquisition.
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