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Abstract

The concept of earnings management has been extensively researched and discussed by scholars both
domestically and internationally since its introduction. Due to the diversity and concealment of the
methods used in earnings management, it has always been accompanied by numerous controversies.
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Moderate earnings management can effectively prevent significant fluctuations in performance, avoid
investor panic caused by substantial profit volatility, and thereby enhance investor confidence in the
enterprise. However, due to the intense competition in the capital market, companies often resort to
earnings management practices to navigate out of difficulties for better development. Inappropriate
earnings management can distort information, mislead managerial decision-making, lead to inves-
tor misjudgments and losses, and undermine the foundation of market integrity and fair competition.
This paper selects Jiaao Environmental Protection Co., Ltd. as a case study to delve into the motivations
behind its earnings management. Based on these motivations, the paper further analyzes the earn-
ings management techniques employed by Jiaao Environmental Protection in its actual operations,
aiming to comprehensively reveal the internal logic and external manifestations of the company’s
earnings management. This research contributes to enriching the theory of earnings management and
provides references for the standardized management of environmental protection enterprises, in-
vestor decision-making, and market regulation.
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Table 1. Details of government subsidies of Jiaao environmental protection, 2019~2023
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Table 2. Details of government subsidies recognized in CP P&L of Jiaao envi-
ronmental protection, 2019
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Table 3. Gain or loss on disposal of non-current assets of Jiaao environmental protection, 2017~2022
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Figure 1. Chart of the proportion of selling expenses of Jiaao environmental protection, 2017~2023
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