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Stock Option Awards and Accounting Policy Choices:
Analysis Based on Asset Impairment Accounting

ZHANG Hai-ping, L.V Chang-jiang
(School of Management s Fudan University, Shanghai 200433, China)

Abstract: This paper studies the impact of stock option awards on cor-
porate accounting policy choice from the angle of asset impairment account-
ing. It finds that stock option awards affect corporate accounting policy
choice from the angle of earnings management.Before and after the issue of
stock option awards plan,managers manipulate earnings by asset impairment
policy to affect the vesting conditions of stock option on behalf of them-
selves. Furthermore, it shows that the managers in some company with
stock option plan applies asset impairment policy to manipulate earnings and
promote the implementation of stock option plan for their own interest. It
provides new analytical angle for the motivation of earnings management and
helps to improve accounting regulation and stock option awards.

Key words: stock option award; accounting policy choice; asset impair-
ment (FriEsmiaE & )
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