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ABSTRACT

Asset impairment accounting has been a hot topic in the field of accounting for a
long time. On February 15, 2006, our country issued “ Enterprise Accounting Standard
NO.8—Asset Impairment Accounting”, which implemented since January 1st,
2007.With the issue of enterprise accounting standard NO.8, asset impairment
accounting has become the focus of both scholars and accountants. As an important
accounting policy, asset impairment accounting plays a significant role in industry
risk reversion and improvement of accounting information quality. However, the asset
impairment accounting is still under development in our country, whatever in
theoretic research, idiographic standardization or practical application. The important
of provision on bad debts from proportion and the number, it is necessary to carry out
specialized research to improve the proposed impairment of assets accounting.

Prior Studies in Chinamainly studied the provisions for 8 items as awhole; and
the researches for bad debts limited in qualitative analysis. A model of forecasting
provision for bad debts was established to analysis the impact of current write-off and
next period write-off on the current provision of bad debts. Industries and enterprises
individual characters were involved. The conclusion confirms that under the reform of
new Accounting Standards, enterprises were forced to do the provision of bad debts
for earnings management, thus the existing of earnings management were confirmed
and how impact of bad debts as a method of earnings management. As conclusions,
the paper brings forward several suggestions on the improvement of asset impairment
accounting standard.

This paper is composed of five parts,

The first part is introduction. This chapter covers the research background and
methods, analysis framework, innovation and shortcomings.

The second part introduces review and comment of the prior studies. This
chapter briefly reviews the history of asset impairment thoughts and regulations.

The third part reviews measurement methods of earnings management. It

includes accruals separation, specific accruals method and frequency distribution test



The fourth part is empirical approach. This part is the most important one in the
whole paper. This chapter investigates the recognition and the write-off of provisions
for bad debts among Chinese listed companies from 2001 to 2006, using an empirical
approach. The result shows that Chinese listed companies use the recognition and the
write-off of provisions for bad debts as facilities for earning management.

The fifth part is conclusion and suggestion. This chapter confirms that Chinese
listed companies use the recognition and the write-off of provisions for bad debts as facilities
for earning management. And it brings forward several suggestions on the improvement

of asset impairment accounting standard.

[keywords]: Provision for bad debts Earnings management New accounting

standards
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