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Disappeared Signal: An Examination of Effect of Performance Compensation
Commitment on Goodwill Impairment around the Maturity
DENG Qiandan, XIN Qingquan
(School of Economics and Business Administration, Chongqing University, Chongqing 400030, China)

Abstract: This paper takes A-share listed companies in China that completed major asset restructuring from 2007 to 2017 and signed per-
formance compensation commitment agreements as research samples. Using the performance compensation commitment period as a signal to
study the signal effect of performance compensation commitment on managers’ accounting choice. The study finds that the probability and a-
mount of disclosing goodwill impairment during the performance compensation commitment period is significantly higher than that after it ex-
pires, indicating that the signal of performance compensation commitment has a positive effect on managers” accounting choice. Further, this
study examines the mechanism of signal effect of performance compensation commitment on goodwill impairment and finds that signal with
external verifiability can constrain managers’ opportunistic behavior, thus influencing the managers” accounting choice in terms of the accrual
of goodwill impairment.

Key Words: performance compensation commitment; signal; external verifiability; goodwill impairment; accounting choice; property na-

ture; corporate governance; equity concentration
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