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-, .The Impact of the Difference-of the External Audit Approach on the
Relationship between the Financial Performance Indicators of the Company and
the Recognition of Losses of Goodwill Impairment -
An Applied Study on Listed Companies in the Egyptian Stock Exchang

Abstract:

The research aimed to analyze and test the relationship between economic
impairment factors at the level of the company, measured by the financial performance
indicators of the company, and Recognition of goodwill. impairment losses,.as well as to
test the impact of the external audit approach, as a Moderator variable (joint/ single) on
this relationship. Using an'applied study on’ a sample of 25' listed-companies-in -the
Egyptian Stock Exchange.with a total of 210 gbservations during the period (2007-2018).

. The.study concluded -that, there. is no significant_effect of the market, total-and
monetary performance indicators_on the recognition of goodwill impairment losses,

whereas there is'a significant -positive effect of theprrofitability on -the:Fecognition-of
goodwill losses. This indicates that the majority of. the Sample companies do not take

into account the economic fictors that determine t'hefberl_'drmalic,ewof .the company as
variables affecting on'thic recognition of the goodwill impairment Josses. The study also
found that the difference of the external audit approach did not have a significant effect
on the main relationship of the study, that is, it did not contribute to improving the
timely loss recognition as an indiczitor of the accounting conservatism and the quality of

the andit, . . . i Ler Lo - s -

+ The_ sensitivity amalysis was. performed by changing the method of measuring the
profitability indicator with measuring by the change in the return on assets before the
impairment 1oss of goodwill or measuring it by the’ poor performance indicator. The
results showed that the profitability of the company, measured. by the change in the
return on assets before the impairment losses on goodwill, has a significant effect on the
recognition of goodwill impairment losses and this result are consistent with the results
of the fundamental :analysis. It also found that the weak performance of the company,
measured by the ratio of the market value of equity to its book value, Significantly
affected .on thé decision to recognize the goodwill impairment losses. Also,.the external
audit approach, as a moderator variable, has a positive and significant interactive effect
on'the improvement of the relationship between the weak performance of the cempany,
as measured by IBITD, and the recognition of the goodwill impairment losses compared
to the single audit approach of listed companies in the Egyptian Stock Exchange. ;
“The researcher alse cariied out an additional analysis to include the variables of the
operational charicteristics of the.company as control variables in the two basic. analysis
models. The results of the additional analysis showed that there is no significant effect of
the financial peiformance indicatorsof the company, as wéll as"thé set“of control
variables related to the operational characteristics of the company and those related to
goodwill characteristics on Recognition of goodwill.impairment losses. Except for the
effect of recognition of goodwill intpairment losses it the previous year, it has a negative
and significant effect on the decision of recognition of goodwill impairment losses in ail
tests, The difference in the external audit approach did not have a moderated interactive
effect of the relationship. under stidy. These findings stipport the results of the basic

analysis of the study.”

Keywords: Economic Impairment Factors, Financial Performance Indicators, Goodwill
Tmpairment Losses, Joint Auditing, Single anditing,
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