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On Accounting Standards Change, Earnings Management and
CPA’s Auditing Capabilities
LONG Yue’e', ZHANG Jun’

Abstract: The approaches to facilitate earnings management have been changing after the implementation of the new Chinese
Accounting Standards ( CAS) and whether the CPAs can present appropriate audit opinions on financial statements is a vital
aspect to test the effect of the implementation. We used the data of the listed companies farm 2004—2009 to study the CPA’s
competence of auditing earnings management after implementation of the new CAS, and found that the CPA’s competence of
auditing earnings management has been strengthened but with less stringent audit opinions; in terms of industry, as high risk
industry in earnings management, finance and insurance industry obtained the highest percentage of modified audit opinions a-
mong all the industries before the implementation of the new CAS, however, all sample companies obtained non-modified audit
opinions after the implementation of new CAS.

Key Words: CAS; accounting system change; enterprise earnings management; auditing capability of CPA ; modified audit o-

pinion
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