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Abstract

As China further opens its capital market, numerous local consumer brands go public overseas via
Protocol Control Model (Variable Interest Entity). Cross-border inconsistent regulatory standards
and barriers to full inspection of original business data create institutional flaws, lifting financial
misconduct risks for Chinese concept stocks. Most prior studies analyze fraud causes only through
short-term pre-scandal financial data, lacking long-run post-rectification longitudinal comparisons,
and few target in-store revenue manipulation. Enterprise R’s revenue fraud fully reveals governance
weaknesses of chain retail enterprises that are listed overseas and operate domestically. This paper
adopts the fraud diamond theory, taking Enterprise R as the case. With 2021~2025 operational sta-
tistics, it compares core financial metrics of the inflated-earning period and post-rectification stage
and analyzes the synergistic effects of four types of motivations: capital and cash-flow pressure, reg-
ulatory and verification loopholes, management self-rationalization, and motivation for fraud. It
fills prior research gaps in data and perspective, providing feasible references for corporate inter-
nal control optimization and cross-border regulatory coordination.
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Figure 1. Fraud triangle theory
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Figure 2. Fraud diamond theory (2004)
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Figure 3. Comparison of Q1~Q4 2019 revenue disclosure vs. actual values for Company R
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Table 1. Key annual operating indicators of r enterprise from 2021 to 2025
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Figure 4. Annual net profit of r enterprise 2021~2025
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