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Abstract. Financial fraud has been more common in China's capital market
in recent years, severely harming investor interests and market confidence.
From 2017 to 2022, Jintongling, a listed company primarily involved in
high-end fluid machinery, used fake documents, bogus transactions, and
other methods to inflate its income by 930 million yuan and profits by 430
million yuan. Its long-term fraud is typical and alarming. With the fraud
triangle theory as the core, combined with the AMPS analysis model of
structured data analysis and problem-solving framework, this paper first puts
forward the question of why Jintongling has committed financial fraud for
five years and what role the pressure, opportunities, and excuses of the fraud
triangle play and then collects and disassembles the core data related to fraud
such as finance, regulatory penalties, and the market. Through the
verification of the fraud triangle theory, this paper constructs the Jintongling
fraud transmission chain from the transmission of pressure to the utilization
of opportunities, and then looks for excuses as support to implement fraud
and cover up the fault. Finally, it shows the enlightenment obtained from
fraud cases.

1 Introduction

The healthy development of the capital market is the core support for the smooth operation
of the market economic system, and the frequent occurrence of financial fraud of listed
companies will not only directly damage the legitimate rights and interests of investors and
destroy the fair trading order of the market but also shake the credit foundation of the capital
market and reduce the efficiency of market resource allocation. In recent years, with the
continuous improvement of the regulatory system of China's capital market, the national
regulatory authorities' crackdown on financial fraud has continued to increase, and several
listed companies that have long implemented financial fraud have been investigated and dealt
with. Jintongling Technology Group Co., Ltd. is one of the typical cases. As a high-end fluid
machinery manufacturing enterprise listed on the growth enterprise market, Jintongling
continued to make financial frauds through various means such as fictitious transactions,
forged documents, and illegal revenue confirmation from 2017 to 2022, resulting in large-
scale false income and profits. The fraud time span was up to six years, which not only
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triggered the bankruptcy reorganization process itself but also triggered the market's in-depth
thinking on the implementation effect of listed companies' internal control management,
external audit supervision, and delisting system.

As a classic theory for analyzing the causes of financial fraud, the fraud triangle theory
provides a clear framework for analyzing the logic of fraud from the three core dimensions
of pressure, opportunity, and excuse. It has also become an important theoretical reference
for capital market supervision and enterprise internal control construction. This paper takes
the financial fraud case of Jintongling as the research object, relies on the fraud triangle
theory, and combines it with the structural analysis idea of the AMPS analysis model to
deeply disassemble the motivation, means and transmission chain of its long-term fraud,
explores the driving role of factors such as delisting pressure and capital chain dilemma,
analyzes the fraud opportunities brought by the internal control defects and external audit
failure of enterprises, and interprets the psychological rationalization excuses that the
management seeks for fraud. Through the study of typical cases such as Fushun Special Steel,
Raikosi further revealed the key role of excessive concentration of executive power and
failure of internal control in the occurrence of fraud [1]. Through the systematic analysis of
this case, this paper explores the common problems and formation mechanism of long-term
financial fraud of listed companies to provide practical reference for the capital market to
improve the financial fraud supervision system, listed companies to strengthen the
construction of internal control, and accounting firms to improve the audit quality, help build
a strong defense line for the authenticity of financial information in the capital market, and
promote the sustainable and healthy development of the capital market.

2 Theoretical basis

The Fraud Triangle Theory, proposed by American criminologist Donald Cressey, is a
classical framework used to explain the motivations and conditions underlying fraudulent
behavior. According to this theory, three key elements must be present for fraud to occur.
Pressure: This refers to financial or personal stressors such as economic hardship, external
market conditions, debt issues, or other personal crises that create incentives to commit fraud.
Opportunity is the chance to commit corporate fraud and avoid notice or punishment. There
are six main situations: lack of internal control to detect corporate fraud, inability to judge
the quality of work, lack of punishment measures, asymmetric information, insufficient
ability, and imperfect audit system. Excuse is the last factor that truly forms corporate fraud
after facing pressure and obtaining opportunities; that is, the fraudster must find a reason to
make the corporate fraud consistent with his own moral concepts and code of conduct,
whether or not this explanation is really reasonable. The common reasons for corporate
fraudsters are: This is what the company owes me. This paper just borrowed this Fund
temporarily and will definitely return it. My purpose is goodwill, and the purpose is legitimate,
and so on. Without any of the three elements of pressure, opportunity, and excuse, it is
impossible to truly form corporate fraud [2, 3].

3 Background of Jintongling's financial fraud case

3.1 Company profile

Jintongling Technology Group Co., Ltd. (Stock Code: 300091) was established in 1993 and
listed on the gem in 2010. It is mainly engaged in high-end fluid machinery such as
centrifugal fans and compressors, and its business covers energy, environmental protection,
the chemical industry and other fields. In July 2018, Jintongling successfully acquired 100%
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equity of Shanghai Yunneng Energy Technology Co., Ltd. by issuing shares to purchase
assets, and Shanghai Yunneng became its wholly-owned subsidiary. On April 28, 2023,
however, Jintongling declared that it had performed a self-examination of the company's
financial situation during the preparation of the financial statements in 2022 due to the
excessive amount of performance loss in advance. It discovered significant errors in the
previous period and corrected and retroactively adjusted major accounting errors. This
incident revealed the ongoing financial fraud of Jintongling for six years in a row.

3.2 Fraud means and regulatory penalties

In order to alter the EPC project's completion schedule (performance schedule), Jintongling
and its wholly-owned subsidiaries, Shanghai Yunneng Energy Technology Co., Ltd., and
Jiangsu Yunneng Energy Technology Co., Ltd., falsified the project image Schedule
Confirmation Form and delivery note. They also falsely increased or decreased the total
operating income and profits of twelve companies, including Daming Caogan New Energy
Thermal Power Co., Ltd. and Kaisai (Taiyuan) Biomaterials Co., Ltd. To sum up,
Jintongling's fraud methods mainly involve false asset reporting, income adjustment, delayed
information disclosure and other aspects, and are characterized by long-term, systematic and
multi-level financial fraud. From the perspective of supervision, the above practices have
violated the accounting standards for business enterprises, the securities law and other
relevant laws and regulations. Such systematic violations will seriously undermine the basic
operation order of the securities trading market and lead to the fracture of investors' decision-
making information chain [4].

Jintongling whitewashed the total profit by means of fraud. From 2017 to 2022,
jintongling has made great progress in financial. In the process of counterfeiting, the
operating income was falsely increased by 930million yuan, and the total profit was falsely
increased by 430million yuan. Five years turned losses into profits, which was seriously
inconsistent with the facts.

In 2023, the CSRC filed a case against Jintongling and verified that the company
continued to commit financial fraud through fictitious customers, forged contracts, and cross-
period revenue recognition from 2017 to 2022. In December, 2023, the CSRC issued the
decision on Administrative Punishment [2023] No. 13, imposing fines and market entry
prohibitions on the company, its actual controllers and management. The event caused the
company's share price to rise from the lowest level in 2020. As high as 6.29 yuan/share, it
plummeted to the lowest of 2.93 yuan/share in 2022, with the market value shrinking by more
than 53%, and finally triggered the bankruptcy reorganization process.

4 Analysis of Jin Tongling's fraud motivation based on the fraud
triangle theory

4.1 Pressure: the original driving force of fraud

The new delisting regulations implemented since 2025 have abolished the single standard of
"loss for three consecutive years", and pay more attention to whether the enterprise has
prepared for continuous operation. If the net profit for the last two consecutive years is
negative (the lower one before and after deduction), and the operating income is less than
300million yuan. The delisting risk warning (*st) will be received. If, after the
implementation of *st, the company still fails to meet the requirements of positive net profit
or operating income of 300million yuan in the third year, it will be delisted directly. While
Jintongling falsely increased its operating income by 930million yuan in six years of financial
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fraud. The total inflated profit was 430million yuan, and in five years, losses turned into
profits. As shown in Figure 1, in the five years of 2017, 2018, 2020, 2021 and 2022,
Jintongling inflated its profits, and the proportion of inflated profits in 2017, 2018 and 2020
even exceeded 100%, indicating that the "profits" it disclosed were completely fabricated,
and the real profits were likely to be losses. The proportion of false increase in 2021 is as
high as 5774.38%, which means that almost all the profits disclosed by it are fake, and the
real situation may be a huge loss. Jintongling disguised losses as profits by falsely increasing
profits. Once fraud is eliminated, its true net profit is negative in many years, and it is likely
to be full. It meets the condition of "negative net profit for two consecutive years". Jintongling
falsely increased its operating income by 930million yuan in six years, with an average
annual false increase of about 155million yuan. This means that its real operating income is
far lower than the disclosed value and is likely to be lower than the red line of 300million
yuan. Therefore, the essence of Jintongling's financial fraud is to cover up the fact that he has
not met the listing conditions. Once the fraud is exposed, it will directly trigger the risk
warning of the new delisting rules, or even delisting directly.
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Fig. 1. Profit increase (decrease) of Jintongling from 2017 to 2022 (Picture credit: Original).

Table 1. Relevant indicators of the balance sheet.

Total Assets Current Current
Total assets e e Flow
Year (10000yuan) liabilities and assets liabilities ratio
yu (10000 yuan) | liabilities | (10000yuan) | (10000 yuan)
2020 467712.45 235734.88 50.39 309367.57 205491.54 1.50
2021 489867.73 247956.23 50.62 322094.13 218333.37 1.48
2022 503281.62 264089.46 52.47 331045.28 235467.78 1.40
2023 488752.31 276543.29 56.58 319786.42 250345.61 1.28
2024 456897.12 284765.34 62.32 298456.73 265432.19 1.12

As shown in Table 1, from 2020 to 2024, the asset liability ratio of Jintongling increased
from 50.39% to 62.32%, showing a continuous upward trend, which shows that the total debt
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scale of the enterprise is growing faster than the total assets, and the financial leverage is
increasing. The asset liability ratio is more than 60%, which means that more than 60% of
the assets come from liabilities, and the long-term debt repayment pressure increases
significantly. Once the management is poor, it is easy to fall into the plight of insolvency.
The flow ratio is close to 1, which means that current assets can barely cover current liabilities,
and the short-term solvency is very fragile. While the flow ratio of jintongling decreased
from 1.50 in 2020 to 1.12 in 2024. Once the collection of accounts receivable is delayed or
the operating cash flow deteriorates, the enterprise may not be able to repay short-term debt
in time and face the risk of capital chain rupture. The long-term high debt paying risk and the
short-term weak debt paying ability led to the huge financial pressure and survival crisis
faced by Jintongling.

4.2 Opportunity: objective conditions of fraud

The occurrence of fraud depends on the opportunity available. The internal control defects
and the failure of external supervision of jintongling provide a "not to be missed" opportunity
for fraud. The primary problem is the lack of internal control of jintongling. The effective
operation of the enterprise's internal control system depends on the overall environment of
its internal control system. A good internal control environment can provide favorable
conditions for the implementation of the system, so as to effectively play the supervision
function and reduce the risk of financial fraud within the enterprise. A good internal control
environment can not only ensure the normal operation of the system, but also strengthen its
regulatory role in the activities of enterprises and reduce the possibility of violations [5].
However, the false contracts and forged documents involved in the inflated revenue of
321million yuan in 2019 have not been stopped by internal control, which is enough to show
that the management of Jintongling Company is not constrained by internal control and is
seriously lack of management. Secondly, there are loopholes in the external audit. As the
audit institution of Jintongling from 2017-2021, Dahua certified public accountants failed to
be diligent and conscientious in the audit process for five years, and there was a serious
dereliction of duty. It failed to maintain professional suspicion of obvious signs of financial
fraud, issued standard unqualified audit reports for five consecutive years, and did not
implement the necessary audit procedures. The regulatory authorities held them accountable:
on the one hand, UOB imposed a top punishment at the institutional level of confiscating
business income and imposing a fine of five times and suspending the qualification of
securities service business for six months; On the other hand, the CPA Fan Rong, Yan
Lisheng and Hu Zhigang who were responsible for signing were also given personal penalties
such as warning, fine and market entry ban. Thus, it clearly distinguishes between the
organizational responsibility of institutions and the responsibility of individual practice [6,
7].

4.3 Excuse: psychological rationalization of fraud

When enterprises are faced with pressure and opportunities, the factors that ultimately
promote fraud are excuses. Enterprises usually look for a reasonable explanation for their
financial fraud to cover up illegal operations. If the moral consciousness and legal concept
of the management are relatively weak, it is particularly simple to find such an excuse, which
further promotes the occurrence of financial fraud. The self-excuse of "for the development
of the company" is to regard fraud as a way to keep listed companies from delisting, which
gives everyone the illusion that "this is for the good of the company". Chen Yizao and others
pointed out that social culture and group values will change the rationalization path of actors
by affecting shame/guilt experience and moral judgment [8]. The herd mentality of "industry
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general practice" is based on the hidden rules of "development before standardization" in
emerging industries, and believes that false income increase is the "way and method" for
enterprises to expand business, reducing their sense of moral guilt. The self-deception of
"temporary transition" regards fraud as a short-term way to relieve the financial pressure, and
believes that the deficit can be filled through real profits in the future. It is this fluke that
makes fraud last for many years until it gets out of control. It is these three excuses that enable
Jintongling to complete the closed loop of financial fraud.

5 Prevention of financial fraud

Internal control is the core means of internal governance of listed companies. The outbreak
of Jintongling's financial fraud is essentially due to the serious defects in its internal control
system. When improving the internal control system, enterprises should follow the following
aspects: first, optimize the equity structure, establish a scientific and reasonable equity
distribution mechanism, avoid arbitrary decisions, and ensure the checks and balances of
corporate governance. Second, improve the internal audit system, clarify the rights and
responsibilities of internal audit institutions, enhance audit independence, and avoid the
weakening or overhead of audit functions. Third, set up a special risk assessment department
and establish a risk monitoring and early warning mechanism to prevent crises in advance.
Fourth, strengthen the construction of employees' professional ethics and compliance culture,
shape high standards of professional ethics through training and the guidance of values, and
improve the ability of employees to resist the temptation of interests. By improving the
internal control system in many aspects and systematically, people can effectively restrain
financial fraud and promote listed companies to achieve standardized, healthy and sustainable
developmen [9]. During the audit, some internal auditors of state-owned enterprises were
unable to maintain a professional, objective and fair attitude because they were interfered
with by the management or other departments, which weakened the role of internal audit in
fraud prevention and provided the opportunity for fraud to escape exposure and investigation
by the audit. The state-owned enterprises should make clear the responsibility and authority
of internal audit, and strengthen the application of internal audit results, so as to solve the
problem of insufficient independence and authority of internal audit [10].

6 Conclusion

Through the analysis of fraud triangle theory and amps research model, this paper draws the
following conclusions: the long-term financial fraud of jintongling is the original driving
force composed of delisting risk pressure and capital chain pressure, the lack of internal
control and external audit loopholes provide opportunities, and the psychological
rationalization of the management supports the fraud to continue for many years until out of
control. The punishment of the audited enterprises for their own violations is far less than the
punishment intensity of the market for the audit institutions. The information barrier and
cognitive bias in the process of responsibility determination are the ultimate root cause, which
leads to the market blaming the failure of the audit more on the dereliction of duty of the
"gatekeeper". Long-term fraud not only causes the company to fall into an irreversible
situation, but also causes an inestimable situation for investors, creditors and local economy.
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