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External Verifiable Goodwill Impairment and Audit Fees:

from the Perspective of Performance Compensation Commitment

DENG Qiandan
(School of Economics and Business Administration, Chongqing University, Chongqing 400030, China)

Abstract: Taking the A-share listed companies that completed the major asset restructuring from 2007 to 2017 as research sam-
ples, this paper tests the effect of verifiability of accounting information on the impact of goodwill impairment on audit fees. The
study finds that compared with the sample without performance compensation commitment, the impact of goodwill impairment on
audit fees is smaller in the sample with performance compensation commitment because performance compensation commitment in-
creases the verifiability of goodwill impairment information. Furthermore, the research finds that compared with the samples with
unfulfilled performance compensation commitments, the impact of goodwill impairment on audit fees is smaller in the samples with
fulfilled performance compensation commitments after distinguishing whether the performance compensation commitment is real-
ized or not. Finally, through grouping tests on the nature of property rights, the study finds that goodwill impairment has a smaller
impact on audit fees in state-owned enterprises than in non-state-owned enterprises.

Key Words: external verifiable; performance compensation commitment; goodwill impairment; audit fees; fair value measure-

ment; audit risk; accounting information quality
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