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Abstract 
The company's information disclosure is not only related to the interests of investors, 
but also directly affects the healthy development of the capital market. In 2020, the new 
Securities Law made more changes to the company's disclosure channels, disclosure 
quality and disclosure rules, and specially set up a chapter on "Information Disclosure". 
The transmission and utilization of information are based on accuracy. Taking Borui 
Biotechnology (Suzhou) (Borui) and Beijing Blue Mountain Technology (Blue Mountain 
Technology) as research objects, this paper makes an in-depth discussion on the 
problems in the information disclosure of listed companies in China and the impact of 
illegal disclosure on the capital market from the perspective of the new Securities Law, 
and formulates regulatory policies and optimization for the government and relevant 
departments. The information disclosure mechanism provides a reference. 
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1. Introduction 

The quality of accounting information disclosure is the effective basis for social and economic 
operation and the basic requirement of China's economy in the new era. From the Shanghai and 
Shenzhen Stock Exchanges to the Beijing Stock Exchange, the rapid development of the capital 
market has higher and higher requirements for enterprise financial information. However, for 
the sake of their own interests, many enterprises have frequent information disclosure 
distortion, and Erkang Pharmaceutical, Kangmei Pharmaceutical, Kangdexin and other 
behaviors have successively experienced information disclosure distortion. The amendment of 
the new Securities Law has added a new chapter on information disclosure to strengthen the 
disclosure method and the consequences of illegal disclosure. Recently, the Borui 
Pharmaceutical Xinpi and Blue Mountain Technology Xinpi cases have caused a great uproar in 
the market, which has adversely affected the stability of the market. Through a comparative 
study of the two cases of illegal information disclosure of Borui Pharmaceutical and Lanshan 
Science and Technology, this paper points out the existing problems, and puts forward 
corresponding policy suggestions on how to disclose compliance and legal information in the 
environment of expanding listed companies in the securities law. 
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2. Overview of the New Securities Law and Distorted Information 
Disclosure 

2.1. Changes Related to the New Securities Law 
2.1.1. Changes Related to the New Securities Law 
The Securities Law is a law and regulation to solve disputes in investment behavior and regulate 
the behavior of market participants. In 1988, the first Securities Law came out, which greatly 
promoted the development of China's capital market. With the advent of a new era, the market 
has also undergone great changes. In order to adapt to market changes, the National People's 
Congress Committee made its first revision in 2005, which added a sponsorship system and a 
pre-disclosure system for initial issuance stocks. In recent years, the internal and external 
environment of the securities market has undergone major changes. The second revision of the 
Standing Committee of the National People's Congress in 2019 was officially implemented on 
March 1, 2020. This is the most important revision in the history of securities, which has started 
the reform and development of China's capital market. The new Securities Law stipulates: 
expand the obligations of information disclosure obligors, strengthen the continuous 
information disclosure obligations of the board of directors, board of supervisors and 
executives, strengthen the quality of information disclosure content (including not limited to 
accuracy, but accuracy is the soul of information), increase the cost of illegal disclosure, and 
adjust information disclosure channels (such as companies). Official website, official website of 
the China Securities Regulatory Commission, etc.). 
2.1.2. Causes and Hazards of Distortion in Information Disclosure 
Distorted information disclosure means that the information disclosed by enterprises is 
inaccurate, which misleads investors and undermines the stability of the capital market. A small 
number or symbol in the corporate financial report will cause great trouble to investors and 
regulators, with serious consequences. Existing scholars mainly summarize the causes of 
violations from the inside and outside the enterprise. Machael J.F (1997) research concluded 
that adequate and high-quality information disclosure can improve the efficiency of financing 
and the visibility of enterprises. However, due to the dominant phenomenon of listed 
companies in China, controlling shareholders abuse their power to falsely disclose securities 
information, harming the interests of small and medium-sized shareholders (Wan Xinrong, 
2007). The board of directors and the board of supervisors are important institutions to 
supervise the violations of major shareholders, but most companies in China are formal and do 
not give full play to their supervisory roles. Corporate interests are also the driving force behind 
information disclosure violations. Intermediaries can only play a supervisory role and cannot 
100% ensure the quality of disclosure. The quality of information disclosure is a game behavior 
between enterprise interests and market investors (Yang Bai, 2007). Internal traders use the 
uneven distribution of information among external investors to conduct insider trading, meet 
the goal of maximizing their own interests, and carry out illegal disclosure (Qu Wenzhou, 2007). 
Year after year, the cost of external information disclosure may be higher, to the detriment of 
internal managers, and enterprises may reduce such costs through illegal disclosure (Shibchurn 
J, 2015). Bureaucratic corruption in management can also lead to the failure of information 
disclosure (Choi J M, 2018). At present, China's relevant standards are not perfect, and listed 
companies have stronger motivation and possibility to take advantage of standard loopholes to 
manage surpluses through related party transactions, resulting in information disclosure 
violations (Li Zhixue and Xi Yong, 2010). Compared with the information disclosure system of 
developed countries, China's system needs to be improved, and the cost of information 
violations is too low (Chen Yan, 2020). Therefore, the Securities Law of the People's Republic 
of China, which was officially implemented on March 1, 2020, further strengthened the 
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information disclosure standard, and the system construction was further improved and 
developed. However, the illegal methods of capital market information disclosure have still 
changed in recent years. Enterprises can also disclose illegally through supplier collusion. The 
higher the concentration of suppliers, the easier it is to reach secret agreements or conduct 
unfair transactions to manage surpluses, which undermines the stability of the capital market 
(Chen Xichan and Liu Xing, 2021). 

3. Research and Design 

China's information disclosure system ranges from voluntary disclosure to mandatory, but 
under the mandatory disclosure system, enterprises still have the behavior of selective 
information disclosure. The new Securities Law divides the disclosure of information violations 
of listed companies into: non-disclosure on time (generally understood as failure to disclose 
publicly at a specified time) and misleading statements (false records, major omissions and 
misleading statements). In view of the principle that the law does not retroactively, the 
selection of cases needs to be in line with the time of the new law. Compared with empirical 
research, case studies are closer to reality and scientific. High-quality case selection is related 
to the quality and application value of case studies. 
This paper selects two companies in different industries as the object of double case studies. 
The reasons are as follows: First, compared with single case studies, double case studies are 
more scientific and can build persuasive policy suggestions. This paper tries to analyze the 
causes and economic consequences of illegal disclosure through the dual case studies of Borui 
Pharmaceutical and Blue Mountain science and technology information disclosure violations, 
so as to build suggestions with promotional value, which has certain reference opinions for 
standardizing China's capital market. Second, the selected cases are typical and can clearly 
explain the problems described. The pharmaceutical industry has always been a key industry 
in China, and it is also a market requirement to ensure the information disclosure standards of 
the pharmaceutical industry. However, during the outbreak of the novel coronavirus, some 
pharmaceutical companies took the opportunity to make a fortune and disclosed illegally. Borui 
Pharmaceutical is also the first regulated company in the science and technology innovation 
version since the implementation of the new Securities Law, which is obviously typical of 
research. Science and technology are the first productive forces, the foundation of national 
prosperity, and concerns the people. Blue Mountain Technology is one of the 20 typical cases 
announced by the China Securities Regulatory Commission in 2021. There are many illegal 
methods of information disclosure in Blue Mountain Science and Technology, and the whole 
chain, systematic and large-scale information disclosure is distorted, so it has research 
significance. Third, the availability of data and the logic relationship between the two cases. The 
cases selected in this article are all listed companies, and their financial data and non-financial 
data can be obtained through official channels. At the same time, the official websites of the two 
companies also provide convenience for the availability of research data.The materials 
searched in this article are mainly obtained by viewing the official websites of the two case 
enterprises, relevant thematic documents, Juchao Information Network and Tonghuashun 
official website. Through the comparison and mutual verification of materials from different 
channels, the reliability of data data can be guaranteed, thus better guaranteeing the rigor and 
scientific nature of the case study. In practice, this study mainly collects and sorts out the 
business performance of the two companies in recent years through their official websites, 
annual reports, wind database, Guotai'an database, the official website of the China Securities 
Regulatory Commission and major mainstream media. 
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4. Case Studies and Analysis 

4.1. Introduction of Two Case Enterprises 
Suzhou Borui Pharmaceutical (Borui) was registered with the Jiangsu Provincial 
Administration for Industry and Commerce in 2001 and was officially established in 2003. 
Mainly engaged in the research and development and production of high-tech raw materials 
and preparation products. Using microbial fermentation technology, difficult drug research and 
development, and targeted transmission technology, fermentation synthesis technology was 
constructed. By integrating upstream and downstream suppliers and customers, a complete 
supply, marketing and sales chain has been formed. The company's products are sold around 
the world and account for a large market share, and are exported to South Korea, the United 
States and Japan. Based in China and focusing on the world, the company is committed to 
building a high-tech pharmaceutical company integrating R&D, production, technical services 
and marketing. The company was listed in November 2019 (stock 688166). The research and 
development investment of drugs (including pharmaceutical intermediates and APIs) is huge, 
with a long research and development cycle and high risks, as well as Borui Pharmaceutical. In 
addition, the substitution of drugs is also very good. Not only domestic companies have 
advantages in product development, but foreign companies also have great advantages in R&D. 
In 2020, the novel coronavirus swept the world, and all pharmaceutical companies were 
studying the COVID-19 vaccine. Borui Pharmaceutical also took advantage of the COVID-19 
epidemic to invest a lot of money in the research and development of COVID-19 vaccines. 
Beijing Lanshan Technology Co., Ltd. (hereinafter referred to as Lanshan Technology), 
registered and established in Beijing in 2005, belongs to the scientific research and technical 
service industry. It is mainly engaged in the research and development of optical fiber 
transceivers, IP switches and optical terminals; the development and transfer of system control 
software; technical consulting and technical services; and the sales of self-produced products. 
Wait. The company was listed on the selected layer of the new third board in February 2020 
(830815). However, the company was listed on the new third board as early as 2014. At that 
time, the company's size and finance did not meet the regulations. In order to achieve the 
purpose of listing, information disclosure violations for up to five years began. 

4.2. Analysis of Illegal Information Disclosure of Enterprises 
4.2.1. Suzhou Borui Biopharmaceutical Co., Ltd. 
2020 is the worst period of the global epidemic. The whole pharmaceutical company is studying 
special drugs, and Borui Pharmaceutical is no exception. In February 2020, the company issued 
the Announcement on Progress in the Development of Antiviral Drugs, saying that the company 
has developed the APIs and preparation technology of remdesivir. At present, the APIs of 
remdesivir have been mass-produced, and the mass production of remdesivir is also under way. 
As soon as the news came out, it immediately triggered a market turmoil, and the company's 
stock immediately rose. However, it has been verified that the mass production mentioned in 
the announcement is actually the trial production of a batch of products such as small tests and 
pilots in the process of drug development. At present, the company has not obtained the license 
of the FDA, nor has it obtained corresponding patents and qualifications for mass production. 
According to the requirements of the new Securities Law, listed companies should be clear 
when disclosing content and must not be misleading. Borui Pharmaceuticals does not make a 
strict distinction between "experimental" and "productive" products. The disclosed "bulk 
production" is at the research and development stage, rather than the approved and 
commencement of the formal production of remdesivir APIs and formulations. There is a 
problem of unclear and inaccurate disclosure. In the field of accounting, the R&D process is 
usually divided into two stages: development and research. In the R&D stage, there is great 
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uncertainty, and new products are likely to be difficult to form. If the information is inaccurate, 
it will mislead investors and affect the stability of the market. 
4.2.2. The Secretary of the Company Violated the Disclosure of Information to the 

Media. 
Wang Zhengye, former chairman of Borui Pharmaceutical (Suzhou), said in an interview that 
the APIs and formulas of remdesivir developed by the company are definitely not taken out of 
the laboratory and can be mass-produced. After investigation, Borui Pharmaceutical is only an 
experimental drug, which shows that the behavior of the board of directors is not in accordance 
with the law. As the actual person in charge of the company, Wang Zhengye did not make a clear 
explanation of the differences between the above two concepts, and there were unclear and 
inaccurate situations, violating the relevant provisions of the Stock Listing Rules of the Science 
and Technology Innovation Board, and made commitments in the Statements and 
Commitments of Directors (Supervisors, Senior Managers). Nuo was warned by the Jiangsu 
Securities Regulatory Commission. Media interviews are also the main channel for investors to 
obtain information, and the secretary of the board of directors, as an information discloser, 
must ensure that the information is true, accurate and there is no misleading statement. The 
new Securities Law clearly stipulates the illegal information disclosure of listed companies and 
bears corresponding responsibilities for them. Damaged investors can protect their legitimate 
interests through class actions. 

4.3. Beijing Lanshan Technology Co., Ltd. 
As a high-performing stock on the new third board, Lanshan Technology experienced negative 
events such as the sharp drop in stock price, the collective resignation of Dong Gaojian, 
continuous litigation, and the freezing of accounts in 2021, and was suspended in May. The 
intermediaries related to it were held accountable, and 52 companies in the market were 
terminated from listing, which had a significant impact on the market and also reflected the 
magnitude of violations of Blue Mountain Technology. 
4.3.1. Bank Account Deposit Disclosure Irregularities 
Bank deposit accounts are an important embodiments of enterprise assets. The internal 
financial department will conduct regular verification,and external auditors will also issue 
letters every year. Generally speaking, enterprises cannot disclose account balances in violation 
of regulations. Throughout the incidents of illegal information disclosure of listed companies, 
bank account disclosure violations are extremely rare. According to the annual financial report 
disclosed by Blue Mountain Technology on its official website, the company's book bank deposit 
balances at the end of 2017 and 2018 were 88.864,900 yuan and 47.30,700 yuan respectively. 
However, after investigation, the company's actual bank deposit balance in 2017 and 2018 was 
6.350 million yuan and 3,338,700 yuan respectively. The company inflated bank deposits 
through false bookkeeping. Lanshan Technology disclosed in serious violation of regulations. 
At the end of 2017, the bank deposit balance was inflated by 82.394 million yuan, with an 
inflated increase rate of 92.89 percent.At the end of 2018, the bank deposit balance increased 
by 44.092 million yuan, with an inflated increase rate of 92.96 percent. 
4.3.2. Fictional Supply and Marketing Chain, Illegal Disclosure of Income Cost and 

Profit 
According to the relevant investigation of the China Securities Regulatory Commission, Beijing 
Tianyue Wuzhou Technology Co., Ltd., Beijing Kangju Network Technology Co., Ltd., Beijing 
Boya Junli Technology Co., Ltd., Chengdu Keqindar Technology Co., Ltd. and other companies 
are actually controlled by the actual controllers of the company. The above-mentioned 
company is a affiliate of the company, but it is not truthfully disclosed in the annual report. The 
Company Law clearly stipulates how companies should disclose related parties in information 
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disclosure and shall not be concealed. Related-party transactions are a means for many 
companies to make illegal disclosures.When enterprises trade with related parties, they can 
easily manage their surpluses, so the data in the annual financial report are unfair, which will 
convey the wrong information to the market and be detrimental to investors making correct 
decisions. 
Through the false declarations of the above-mentioned related parties, external customers, 
suppliers and other false declarations, Beijing Lanshan Company fabricates the procurement, 
sales and circulation business without actual production and real logistics transfer, and 
implements full-chain fraud in procurement, production, sales, warehouse management, 
logistics and transportation, financial accounting and other links. From 2017 to 2019, the 
company and its holding subsidiary Beijing Zhongjing Cyber Technology Co., Ltd. inflated its 
operating income of 8,1092.2,600 yuan, sales profit of 2,4588.9,600 yuan, total inventory of 
106,106,800 yuan, inflated. Accounts receivable totalled $63.033 million. In 2017, the company 
inflated its operating income of 29,22426 million yuan, sales profit of 103.317,000 yuan, 
inventory of 60.071 million yuan, and accounts receivable of 4039 million yuan. In 2018, the 
company's operating income increased by 18,740.3,600, and sales profit increased. 5,449.0,700, 
inventory growth of 45.399,700 yuan, accounts receivable of 27.687,700 yuan; in 2019, the 
company's sales revenue increased by 33,127.6,400 yuan, sales profit of 9078.1700 yuan, and 
accounts receivable increased by 3,134.1700 yuan. 
4.3.3. The Company Fictional R&D Business and R&D Expenditure, Inflating Assets and 

R&D Expenses 
From 2017 to 2019, the company's R&D expenses (R&D period and R&D period) totaled 44,370 
million yuan, all of which adopted the cooperative R&D model, of which the main R&D service 
providers were Chengdu Shusheng and Top Star. According to the investigation of relevant 
departments, Blue Mountain Company is not engaged in the research and development of 
relevant products, and it does not have corresponding technical force. It only uses the false 
information of related parties for false disclosure. From 2017 to 2019, the company fabricated 
research and development contracts and payments signed with Chengdu Shusheng and Top 
Star, and falsely reported R&D expenditure of 248.58,800 yuan (excluding tax), resulting in an 
inflated increase in the company's assets and management expenses. Among them: In 2017, the 
R&D expenditure was falsely reported by 51.443,900 yuan, and the operating cost was inflated 
by 46,821.2 million yuan; in 2018, the R&D expenditure was 131.278 million yuan, the inflated 
management cost was 30.321,600 yuan, and the total assets were inflated at the end of 2018. 
28,900 yuan; the company falsely reported the R&D expenditure of 65,163 million yuan, an 
inflated operating cost of 353.4,400 yuan, and an inflated increase of 1,361.08 million yuan at 
the end of 2019. 

4.4. Comparative Analysis 
Both Borui Pharmaceutical and Blue Mountain Technology Co., Ltd. have major violations in 
information disclosure, and the similarities are worth studying and analyzing. The R&D 
expenditure of pharmaceutical and technology companies is generally high, but it is difficult to 
convert it into productivity in a short period of time. Therefore, investors need to pay great 
attention to the rationality of the enterprise's R&D expenditure and make correct research and 
judgment on new products. Of course, it is mainly due to the company's standardized disclosure 
in accordance with the provisions of the new Securities Law. Reasonable punishment is needed 
for different violations, and the relevant personnel can even be investigated for criminal 
responsibility. 
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5. Research Conclusions and Enlightenment 

Through the above research and analysis, it can be seen that under the background of the 
Securities Law, the penalties for illegal disclosure of listed companies have reached a new 
height. The fixed punishment of 600,000 yuan has become a thing of the past. The above cases 
have also brought a certain deterrence to the capital market and given some inspiration to 
relevant departments to formulate policies.  

5.1. Further Optimize the Corporate Governance Structure Within the 
Enterprise. 

An effective corporate governance structure can prevent most information disclosure 
violations. The Internal Audit Committee is an important part of corporate governance, but 
most companies have their jobs in vain. Giving full play to the role of the internal audit 
committee is the basis for ensuring the healthy development of the company. Most of the 
information disclosure violations are conflicts between business and owners. Affected by 
performance pressure and salary, operators show the illusion that the company is running well 
through illegal disclosure. To solve this problem, it is necessary to ensure high-quality 
information disclosure through a well-designed compensation design. 

5.2. Further Improve Laws and Regulations and Increase the Cost of Penalties 
for Violations. 

Although the punishment in the new Securities Law has been increased, it is necessary to 
further deepen and clarify the penalties for different illegal natures and social hazards, and set 
the illegal cost range according to the degree of violations. The new law clearly stipulates the 
penalties of relevant responsible persons and senior executives, and the amount and intensity 
of the punishment have also been increased. The violation methods and final profits of the two 
cases mentioned in this article are different, and the final punishment is also different, but the 
punishment for the relevant person in charge depends on the seriousness of the case. 
(III) Regulatory agencies should strengthen supervision. 
As an independent third-party review authority, China's relevant departments should 
strengthen supervision. Including timed and random checks from time to time. The information 
disclosure of listed companies has entered the era of compulsory information disclosure, and 
the information disclosed is also related to the stability of the capital market. High-quality 
information can promote the continuous development of the capital market, and also bring a 
high information rating to the enterprise. Regulators can dynamic rating adjustment 
mechanisms in real time, so that illegal disclosures have nowhere to hide. 
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