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Study on earnings management of listed biofuel enterprises
—— a case study of Longli Biotechnology

Abstract: In China, enterprises can have a series of resources and

advantages when they become listed companies. In case of poor management or
loss, listed companies may adopt earnings management methods to modify their
statements, so as to ensure investors’ confidence in enterprises or avoid being
sued by ST. Earnings management methods commonly used by listed companies
include asset restructuring, non-recurring profit and loss, revenue
recognition and government subsidies, etc. Due to the imperfection of China’ s
capital market and accounting system, listed companies with poor management
and losses have room to manipulate profits by means of earnings management.
Appropriate earnings management is conducive to establishing a good image of
the enterprise, can truly reflect the financial situation of the enterprise,
enhance the confidence of investors in the enterprise, etc., while excessive
earnings management will reduce the credibility of financial statements, will
give a misleading report to the stakeholders, thus reducing the credibility
of the enterprise. Taking Longli Biology as an example, this paper analyzes
its financial situation before and after earnings management, and the impact
on the enterprise after earnings management. Finally, it puts forward its own
Suggestions on the operating situation of Longli Biology.
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