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M & A Goodwill of Listed Companies and Abnormal Audit Fees: Analysis Based on
Annual Report Comment Letters Intermediary Role
WANG Wenjiao! FU Chao*”?

(1.College of Management » Sichuan Agricultural University » Chengdu 611130, China; 2.Postdoctoral Research Station ,
Sichuan University s Chengdu 610065, China ;3.School of Accounting s Hangzhou Dianzi University , Hangzhou 310018, China)

Abstract ; Taking China’s A-share listed companies from 2014 to 2020 as research samples, this paper
investigates the influence of M& A goodwill of listed companies on abnormal audit fees and its
mechanism from the perspective of risk premium compensation. The result shows that there is a sig-
nificant positive correlation between M& A goodwill and abnormal audit fees. Based on the non-
punitive supervision perspective, this paper finds that the mechanism of the above relationship is
that the goodwill-related annual report comment letters play an intermediary role in the positive im-
pact of the goodwill assets on abnormal audit fees. The above conclusions remain robust after repla-
cing variable indicators, considering self-selection bias, and solving endogenous problems with in-
strumental variable method. A further study of this paper also finds that listed companies with
higher M& A goodwill are less likely to be issued modified audit opinions when abnormal audit fees
are higher. However, this tendency would be curtailed by the influence of the goodwill-related
annual report comment letters, demonstrating the effectiveness of comment letter supervision to
some extent, This paper enriches the literature on the influence of corporate M& A goodwill on audit
fees and deepens the understanding and recognition of the mechanism between them from the per-
spective of comment letter supervision. It also finds evidence that comment letter supervision can
further enhance the effectiveness of social audit supervision, which provides a new insight and basis
for accounting risk monitoring in capital market.

Key words: M&. A Goodwill; Abnormal Audit Fees; Annual Report Comment Letters; Audit Opinion
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