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Abstract 

As an important part of assets, the quality of information disclosure of accounts receivable, 
especially the choice of bad debts allowance policy, not only has an important impact on the 
company's own development, but also directly affects the interests of relevant stakeholders. 
The provision for bad debts is an impairment of assets. The correctness of accounting for 
bad debts is not only directly related to the correctness of accounting for enterprise expenses 
and operating results, but also to the quality assurance of financial information provided by 
income statement and balance sheet. Based on the data of Wind database, this paper studies 
the collection of bad debts in accounts receivable of A-share listed companies in Shanghai 
and Shenzhen from 2007 to 2016. This paper makes a statistical study on the general 
situation of bad debts collection of listed companies in China, the situation of bad debts 
collection of specific industries, and the change analysis of the proportion of bad debts 
collection of listed companies. 
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1. Introduction 

In the era of continuous improvement of the market economy, accelerated development of global 

economic integration and intensified market competition, enterprises have to sell products on credit 

or other preferential ways in order to further expand sales and reduce inventory, which will certainly 

produce accounts receivable that need to be recovered. Because the credit standing, operation ability 

and credit status of the merchants in the market are different, the recovery of accounts receivable adds 
a lot of unstable factors. In order to avoid some adverse effects on production and operation, 

enterprises adopt the method of preparing for bad debts. 

As an important part of assets, the quality of information disclosure of accounts receivable, especially 

the choice of bad debts reserve policy, not only has an important impact on the company's own 

development, but also directly affects the interests of relevant stakeholders. Therefore, accounts 

receivable accounting policy has always been an important aspect of accounting policy disclosure of 

listed companies, and also an important content of accounting standards. The provision for bad debts 
is an impairment of assets. The correctness of accounting for bad debts is not only directly related to 

the correctness of accounting for enterprise expenses and operating results, but also to the quality 

assurance of financial information provided by income statement and balance sheet. 

The new Accounting Standards for Enterprises promulgated in 2007 entirely delegates the judgment 

and choice of bad debts reserve policy for accounts receivable to enterprises, requiring accountants 

to make reasonable professional judgments according to the actual situation of debtors and the 

requirements of accounting information quality. This policy has led to some problems in practice, 
which are mainly manifested in the expansion of the choice space of bad debts preparation policy and 

the decline of the comparability of financial indicators among companies. In recent years, some 
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enterprises only consider the advantages and disadvantages of bad debts reserve policy when 

choosing bad debts reserve policy, while ignoring the essential requirements of accounting standards, 

industry practices and the actual situation of enterprises. In recent years, the phenomenon of 

manipulation and the false increase in profits and false assets of listed companies in China has 

occurred from time to time. 

Based on Wind database and taking Shanghai and Shenzhen A-share listed companies from 2007 to 
2016 as samples, this paper makes a statistical study on the general situation of bad debts accounting 

of listed companies in China, the situation of bad debts accounting in specific industries, and the 

change analysis of the proportion of bad debts accounting of listed companies. In data processing, 

considering the relevance of research topics, the data sample excludes three types of companies: 

financial, capital market services and comprehensive, and eliminates a few outliers and missing 

values. 

2. Literature Review 

In terms of theoretical research, Jin Yuanfu (2017) discussed the role and necessity of bad debts 

preparation, explained the accounting and drawing methods of bad debts preparation in current 

accounting in China, pointed out the existing problems of these methods, and put forward the 

countermeasures to solve them. Ba Shuai (2012) briefly analyzed the meaning of bad debts loss, 

focusing on the causes of bad debts loss and the main measures to prevent bad debts. Yan Ruyu (2017) 

discussed the method of bad debts preparation, compared and analyzed several methods of bad debts 
preparation, and put forward suggestions for improving the enterprise bad debts preparation. 

In empirical research, Wu Jiahui, Xu Sixue and Hu Xuejing (2015) take Shanghai A-share 

manufacturing listed companies as the research object, and use multiple linear regression model to 

analyze the possible factors affecting the bad debts preparation and turnaround behavior of 

manufacturing industry. The research finds that the operating conditions and the motivation of turning 

over losses of enterprises have a significant impact on bad debts preparation behavior. Lin Dong Jie 

and Liu Mengning (2013) made an empirical study on the relationship between the provision for bad 
debts and earnings quality. 

Some scholars have studied the bad debts accounting of case companies. Li Gui Rong, Song Ru and 

Zhen Zhaohua (2015) made a case study based on the bad debts preparation policy of Qianjin 

Pharmaceutical Industry. It is found that the practice does not meet the quality requirements of 

accounting information, is not conducive to safeguarding the economic interests of enterprises and 

the effective allocation of resources. 

In summary, for the research of bad debts collection of accounts receivable, most scholars have 
discussed the influencing factors, case companies, accounting and collection policies. There are very 

few studies on the general situation of bad debts collection of listed companies, the specific industry 

bad debts collection, and the change of bad debts collection ratio. This paper is based on the data of 

Shanghai and Shenzhen A-share listed companies to draw bad debts collection of accounts receivable. 

Large sample study is of great theoretical and practical significance. 

3. Overview of Bad Debts Provision 

Enterprises' accounts receivable may not be recovered or recovered due to various reasons. These 

accounts receivable with little possibility of recovery or recovery are called bad debts, and the losses 

arising therefrom are called bad debts losses. 

Accounts receivable is included in financial assets in the Accounting Standards for Enterprises. 
According to Article 43 of the New Standard Measurement of Enterprise Accounting No. 22 - 

Recognition and Measurement of Financial Instruments, it is stipulated that: "The impairment test 

shall be carried out separately for financial assets with a significant amount of money. If there is 

objective evidence that impairment has occurred, impairment losses shall be confirmed and recorded 

in current profits and losses. For a single financial asset with a small amount, the impairment test can 
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be carried out separately or included in a financial asset portfolio with similar credit risk 

characteristics. A separate test of financial assets without impairment (including single financial 

assets with significant and insignificant amounts) should be included in a financial asset portfolio 

with similar credit risk characteristics. Financial assets that have been identified as impairment losses 

should not be included in the impairment test of a portfolio of financial assets with similar credit risk 

characteristics." 

The bad debts reserve policy involves at least three aspects of a professional judgment: when to 
calculate and withdraw, which method to adopt, and what proportion (or extent) to calculate and 

withdraw. Accounting standards do not make specific provisions on the above three aspects, which 

gives accountants more room to judge and choose, that is, accountants need to make reasonable 

professional judgments based on their own experience and expertise according to the actual situation 

of the debtor. The determination of the proportion of bad debts is mainly affected by the following 

three aspects: the empirical value of bad debts, namely the historical loss rate, the credit level of 

customer enterprises and the level of national macroeconomic development. 

4. The Overall Situation of Bad Debts of Listed Companies in China 

Accounts receivable have different credit risk levels, and the probability of bad debts is different. The 

higher the credit risk, the greater the probability of bad debts. Obviously, the finer the risk level is, 

the more accurate the bad debts can be estimated, but the higher the corresponding cost of credit 

management. According to the current accounting standards, when estimating bad debts, accounts 
receivable are usually classified into two categories: "single amount is significant" and "single amount 

is not significant" for processing. Individual impairment tests are carried out for major individual 

amounts, and impairment tests are carried out for minor individual amounts according to similar risk 

portfolios and then according to "risk groups". Table 1 reflects the number of categories involved in 

the risk portfolio of accounts receivable of Shanghai and Shenzhen A-share listed companies from 

2007 to 2016. 

Table 1  Aging Classification of Accounts Receivable Risk Portfolio of A-share Listed Companies 
in China from 2007 to 2016 

Species 

Number 
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 Average 

1 4.98% 5.28% 5.69% 6.50% 5.66% 4.51% 3.90% 3.53% 2.77% 2.71% 4.28% 

2 7.15% 10.99% 8.91% 7.24% 7.57% 6.92% 5.82% 4.77% 4.70% 4.47% 6.41% 

3 10.87% 15.09% 11.24% 10.67% 9.28% 10.68% 8.75% 8.52% 6.96% 6.16% 9.21% 

4 41.08% 34.10% 36.07% 33.43% 33.82% 31.97% 32.50% 30.18% 29.17% 28.5% 30.23% 

5 14.13% 12.55% 14.47% 14.48% 14.49% 14.52% 14.21% 14.56% 13.73% 14.15% 12.71% 

6 20.25% 19.67% 21.86% 25.80% 27.23% 29.22% 32.14% 34.95% 38.82% 39.67% 24.99% 

7 1.37% 2.22% 1.64% 1.65% 1.75% 2.03% 2.46% 3.20% 3.35% 3.77% 1.97% 

8 0.11% 0.05% 0.06% 0.13% 0.12% 0.11% 0.18% 0.25% 0.33% 0.37% 0.14% 

9 - - 0.06% 0.04% - - - - 0.11% 0.13% 0.02% 

10 0.06% 0.05% - 0.04% 0.04% - - - 0.07% 0.07% 0.03% 

11 - - - - 0.04% 0.04% 0.04% 0.04% - - 0.02% 

 

From Table 1, we can see that the risk portfolio of accounts receivable of Shanghai and Shenzhen A-
share listed companies from 2007 to 2015 mainly involves four, five and six categories. With the 

passage of time, the number of risk portfolios involved by listed companies is increasing. 
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The distribution of the risk portfolio of bad debts accounts receivable can be further refined, and the 
distribution table of the risk portfolio of bad debts accounts receivable in Table 2 can be obtained. 

From the table, we can see the distribution proportion of each age. 

 

Table 2  Distribution Table of Bad Debts Risk Portfolio of A-share Listed Companies in China from 

2007 to 2016 

Aging 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 Average 

Within 0.5 

years 
3.27% 3.54% 3.15% 4.51% 5.52% 5.80% 6.28% 6.80% 7.16% 7.01% 5.30% 

Within 1 

years 
90.08% 83.16% 62.48% 87.69% 88.48% 88.99% 88.62% 85.83% 85.19% 86.11% 84.66% 

1-2 years 87.58% 81.37% 61.96% 85.89% 87.33% 90.21% 91.73% 90.99% 92.27% 92.24% 86.16% 

2-3 years 81.21% 74.15% 54.92% 78.96% 80.06% 81.79% 84.63% 85.61% 86.47% 87.03% 79.48% 

More than 

3 years 
38.86% 34.48% 23.01% 29.84% 31.02% 30.37% 31.13% 30.20% 31.08% 31.22% 31.12% 

3-4 years 31.60% 29.91% 24.18% 38.40% 39.91% 41.45% 44.97% 48.36% 50.41% 50.33% 39.95% 

4-5 years 25.55% 24.48% 19.13% 31.47% 32.61% 35.02% 38.77% 41.95% 45.35% 47.22% 34.15% 

More than 

4 years 
2.11% 2.41% 1.73% 2.25% 2.38% 2.44% 2.03% 1.46% 1.00% 1.67% 1.95% 

More than 

5 years 
30.10% 28.21% 22.11% 36.27% 37.97% 39.38% 42.97% 45.62% 48.91% 49.02% 38.06% 

Significant 

single 

amount 

6.93% 9.67% 29.23% 18.99% 14.50% 21.54% 22.11% 23.65% 25.81% 23.72% 19.61% 

Single 

amount is 

not 

significant 

4.99% 8.02% 24.27% 25.58% 24.19% 34.69% 36.66% 40.21% 45.21% 46.21% 29.09% 

 

From Table 2, it can be found that the frequency of occurrence of risk portfolio is more than 30% in 
seven categories: within one year, 1-2 years, 2-3 years, more than three years, 3-4 years, 4-5 years 

and more than five years. Among them, "within one year" is more than 90%, and "1-2 years" and "2-

3 years" are more than 80%. The percentage of choosing "3-4 years" (39.95%), "4-5 years" (34.15%) 

and "more than 5 years" (38.06%) was higher than that of choosing "more than 3 years" (31.12%), 

which indicated that the company tended to choose a higher age limit. In addition, there are also 

certain ratios of companies that have separately tested "significant single amount" and "single amount 

is not significant", which conform to the relevant provisions of accounting standards for bad debts. 

In summary, the classification number of accounts receivable risk portfolio of listed companies in 
China is on the rise, and the age limit of accounts receivable is constantly increasing, which promotes 

the information disclosure of credit risk of accounts receivable to a more accurate and meticulous 

direction. 

5. Analysis on the Change of Bad Debts Proportion of Listed Companies 

From the perspective of age analysis, in addition to the impact of age division on bad debts, the 
proportion of bad debts is also a crucial factor, which directly affects the amount of receivables 

impairment test. After statistical analysis, Table 3 reflects the proportion of bad debts in the major 

account ages of A-share listed companies in China from 2007 to 2016. As can be seen from Table 3, 

the ratio of bad debts charged increases with the increase of account age. The proportion of bad debts 

charged within one year is less than 5% each year, while the proportion of bad debts charged over 

five years is more than 95%. This shows that the longer the account age is, the greater the credit risk 

is, and the higher the proportion of bad debts reserve charged. 
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Table 3 Bad Debts Proportion of A-share Listed Companies in China from 2007 to 2016 

 

In recent years, the proportion of bad debts of listed companies has changed from time to time. When 
the proportion of bad debts is changed, China's accounting standards and the Securities Regulatory 

Commission have made relevant provisions, requiring enterprises to disclose detailed information, 

including specific changes in the proportion of bad debts, reasons for the change, etc. The author 

makes a statistical analysis of the changes in the proportion of bad debts charged to and withdrawn 

from major account ages of A-share listed companies in China from 2007 to 2016, as shown in Table 

4.The data are based on 2007 values and benchmarks to compare whether the proportion of bad debts 

charged in 2008-2016 has changed. Using the VLOOKUP formula, the blank and missing values are 

eliminated. 

Table 4  Change of Bad Debts Proportion of A-share Listed Companies in China from 2007 to 2016 

 Company Number Unchanged Proportion Changed Proportion 

Within 1 years 481 217 45.11% 264 54.89% 

1-2 years 472 212 44.92% 260 55.08% 

2-3 years 390 170 43.59% 220 56.41% 

3-4 years 104 57 54.81% 47 45.19% 

More than 3 years 97 49 50.52% 48 49.48% 

4-5 years 80 34 42.50% 46 57.50% 

More than 5 years 132 118 89.39% 14 10.61% 

 

From Table 4, we can find that except for the small change in the proportion of accounting age over 
5 years, the proportion of enterprises with the change of the proportion of accounting age in the other 

six categories is higher, reaching more than 45%. This shows that the proportion of bad debts of listed 

companies in China changes very frequently. Further data research found that the main changes of 

bad debts deduction ratio are: unchanged; historical proportion after a change in a year; new 

proportion after a change in a year; constant change, but remain unchanged after a year; five kinds of 

changes always occur. 

When the proportion of bad debts is changed, the SFC explicitly requires the listed company to issue 
a change announcement to disclose the specific changes and the reasons for the changes. At the same 

time, Article 23 of Accounting Standards for Enterprises No. 37-Chapter III clearly stipulates that 

enterprises should disclose detailed information on impairment losses of each type of financial assets, 

 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 

Within 1 

years 
4.36% 4.44% 4.19% 4.17% 4.22% 4.17% 4.17% 4.14% 4.12% 4.17% 

1-2 

years 
12.97% 14.02% 14.52% 11.66% 11.74% 12.13% 11.95% 11.57% 11.55% 11.53% 

2-3 
years 

27.28% 30.03% 29.40% 25.97% 26.25% 26.77% 26.95% 26.52% 26.92% 26.91% 

3-4 
years 

44.47% 46.16% 46.45% 43.22% 43.67% 43.33% 43.36% 43.99% 44.76% 44.83% 

More 
than 3 

years 

71.67% 74.93% 78.32% 72.03% 71.53% 71.78% 72.88% 71.80% 71.85% 71.96% 

4-5 

years 
65.33% 67.79% 69.30% 67.00% 67.48% 67.49% 67.63% 67.46% 68.22% 67.98% 

More 

than 5 
years 

97.06% 96.70% 96.37% 96.94% 96.60% 97.42% 97.42% 97.42% 97.42% 97.41% 
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including the initial balance of the two periods of comparable impairment reserves for financial assets, 

the current withdrawal, the current reversal, and the adjustment information between the end balances. 

Due to the diversity of enterprise ecology, it is difficult to regulate policies uniformly, and the quality 

of information disclosure about the change of bad debts accounting proportion of listed companies in 

China needs to be improved. 

6. Conclusion 

The classification of credit risk portfolio of accounts receivable of A-share listed companies in China 

shows a trend of continuous refinement, and the upper limit of the age of accounts receivable is 

constantly increasing, which promotes the disclosure of credit risk of accounts receivable to be more 

accurate. In terms of specific proportion of bad debts, the longer the age of accounts, the greater the 

credit risk, the higher the proportion of bad debts reserve, and the change of the proportion of bad 

debts of listed companies in China. The situation is frequent and complex, but the quality level of 
information disclosure about relevant changes is still low. Based on the macroeconomic development 

in recent years, there are still unreasonable levels and changing trends of bad debts of A-share listed 

companies in China. Enterprises should further strengthen the management and supervision of 

accounts receivable and bad debts accounting in order to improve the quality of relevant information 

disclosure. 
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