

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
		

		
            

		
		
		
			
		
			
				
			
		
			
		
			
				
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	The Information Content of Audit Fee Response to Goodwill Impairment

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			49 Pages
		
		

		Posted: 28 Apr 2023
		
		
		
	

	
		
			
			




	See all articles by Natalia M. MintchikNatalia M. Mintchik
University of Cincinnati - Department of Accounting
Linna Shi
University of Cincinnati - Lindner College of Business
Siew Hong Teoh
UCLA Anderson School of Management
Nan Zhou
University of Cincinnati - Lindner College of Business


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: April 10, 2023

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		Our study shows that the audit fee coefficient (AFC) in a regression of audit fee on the accounting balance contains auditor information about audit engagement risk, analogous to the earnings response coefficient (ERC) containing information about financial reporting quality. 

We investigate how goodwill-related engagement risk changed following an impairment by examining the change in the goodwill AFC. We find that a goodwill impairment reduces goodwill AFC for U.S. companies post-SFAS-142, consistent with the auditor assessing that goodwill-related engagement risk declined after an impairment. The effect is more pronounced after ASU-2011-08, stronger for non-Big 4 clients, wanes in M&A years and disappears among firms that are either financially distressed or use goodwill impairment as a vehicle for big-bath earnings management. We validate evidence of a decline in engagement risk after an impairment by showing that the positive relation between goodwill and fraud-based financial restatements is weaker after a goodwill impairment.

Our novel AFC approach suggests new opportunities for further refinement of the audit fee model. 
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