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Abstract: Goodwill is the product of premium merger and acquisition (shorted for M&A). Supported by policy and market
competition, M&A of listed companies has continued to heat up in recent years. Meanwhile, the total amount of goodwill
soared under the effect of “high valuation and high performance commitments”. The huge hidden impairment risk should not
be underestimated. This paper analyzes the causes of the huge goodwill of listed companies, the accounting treatment and its
impairment risk, and then expounds the problems caused by the huge goodwill and its impairment risk, such as increasing the space
for earnings management, resulting in distortion of the investment value of listed companies, aggravating the uncertainty of the
future performance of listed companies, and damaging the interests of listed companies and their small and medium-sized investors.
Finally this paper puts forward some policy suggestions, such as strengthening the supervision of “double high” M&A, enhancing

information disclosure, improving the subsequent measurement of goodwill and severely dealing with all the illegal acts.
Key words: merger and acquisition, goodwill impairment, accounting treatment, earnings management, information disclosure
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