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Will the Auditor Charge a Risk Premium for M&A Goodwill?

Based on the Perspective of Agency Cost and Operating Risk
ZHANG Yang®, XU Zihui*, WANG Xiaodan"

(a. School of Accounting, b. School of Economics, Guangdong University of Finance and Economics,
Guangzhou 510320, China)

Abstract: Mergers and acquisitions are an important means for companies to improve their competitiveness. However, the expec-
ted risk exposure of future goodwill in recent mergers and acquisitions has caused shocks in the capital market. Using Chinese A-
share listed companies from 2008 to 2018 as a research sample, this paper empirically analyzes the impact of M&A goodwill on
audit fees. The research results show that M&A goodwill is positively correlated with audit fees, that is, auditors can successfully
identify goodwill risks and react to audit fees, which reflects the effectiveness of the audit system. Through the inspection of the
mechanism of action, it is found that agency costs and operating risks play a part of the intermediary role in the influence of M&A
goodwill on audit fees. Further considering the moderating effect of external supervision, this paper finds that institutional inves-
tors can adjust the mediating effect of agency costs and operating risks.

Key Words: audit fees; mergers and acquisitions; goodwill; agency cost; operating risk ; enterprise performance; earnings man-

agement; risk premium

.10 -



