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Abstract

Research motivation - Our aim is to identify the extent to which companies quoted in the
Romanian and Spanish stock exchanges, that must apply the International Financial Reporting
Standards truly comply with the provisions of these norms in presenting, in the financial
statements, the information on intangible assets. We have also studied a series of indicators of
intangible capital, in order to identify the extent to which the Romanian and Spanish accounting
environments meet the challenges concerning the acknowledgement of intangible elements.

Methodology - In order to identify the policies used by companies in the reporting of intangible
assets and to determine the extent to which companies forced to apply the IAS/IFRS comply
with the IAS 38 provisions, we have analyzed the consolidated financial statements, drawn
according to IFRS by 19 Romanian companies quoted in the Bucharest Stock Exchange and 27
Spanish companies quoted in the Madrid Stock Exchange, components of the IBEX 35 index. We
have determined the weight of the intangible assets in the fixed assets and have computed the
mean degree of dissemination of the information on intangible assets based on the scores
obtained by each company to a set of questions, designed in the spirit of the IAS 38 provisions.

Main findings - To the 8 questions in the set, created in the spirit of the IAS 38 provisions, the
Iberian companies generally give more analytical answers. Also, they present significant
weights of the intangible assets into the fixed assets. Besides the financial reporting of
intangible assets, we have been concerned with analyzing non-financial information referring
to human, relational, and structural capital. It is worth mentioning that, unlike the Romanian
companies, the Spanish companies present in their annual reports a large amount of data and
information on intangible capital.

Keywords: Intangible assets, human capital, relational capital, structural capital.

Copyright © 2013 Cristina-lonela Fadur, Daniela Ciotina and Marilena Mironiuc. This is an open access
article distributed under the Creative Commons Attribution License unported 3.0, which permits
unrestricted use, distribution, and reproduction in any medium, provided that original work is properly
cited. Contact author: Cristina-lonela Fadur E-mail: cristina.fadur@yahoo.com



Journal of Accounting and Auditing: Research & Practice 2

Introduction

Intangible Assets: New Sources for
Development

At present, we live in the era of intellectual
property. The access to vital resources has
changed, since physical assets are no
longer the most important resources. As
Denis Waitley writes in Empires of the Mind
(Waitley, 1995, apud. Smith and Parr,
2005), “present and future leaders will be
more often champions of collaboration
than of competition. (...) The leaders of the
future will obtain what they want only by
helping others obtain what they want”.
Acquiring access to technology means
collaboration with other companies, even
with rival ones, in order to gain access to
knowledge-based resources.

Intangible assets have accompanied us all
along the history of mankind. A
combination of innovation with the statu
quo was needed before intellectual
property could be identified as a special
form of the intangible, but creativity has
always existed (Smith and Parr, 2005).

The expert in the evaluation of intangible
resources, Patrick Sullivan (2006), includes
in the category of intangible assets the
following: market related assets
(trademarks, brands, newspaper titles,
Internet domain names, etc.), customer
related assets (customer lists, contracts
with the customers, customer relations),
artistic creations (theater plays, opera,
ballet, books and other literary works,
musical works, photographs, audio-visual
materials), contract-based assets (license,
publicity, maintenance, leasing contracts,
building authorizations, broadcast rights,
work contracts), and technology-based
assets (patented technology, computer
software, unpatented technology,
databases, commercial secrets, secret
formulae).

Created in 1997, Intellectual Capital
Sweden AB is the first company in the
world specialized in measuring intellectual

capital, by using an especially designed
instrument - IC Rating. Starting from Leif
Edvinsson’s theories, the Swedish company
structures  intellectual capital into
organizational capital (intellectual
property and processes), human capital
(management and employees), and
relational capital (networks, customers,
brand). IC Rating is a practical platform for
measuring and describing the non-financial
assets that are not reported in traditional
annual financial statements, but which
bring an important contribution to the
long-term success of the organization.
Many authors tried to define as precisely as
possible the term intangible capital, an
objective not at all easy to attain because of
the complexity of the term, as well as of the
embryonic stage of the field. As a result,
both practitioners and researchers prefer
to use, as a starting point in their
approaches, various classifications of
intangible capital according to components,
the most often used being the one where
intangible capital is made up of human
capital, structural capital, and relational
capital. There are other classifications as
well, but the differences are often rather
related to the form than to the contents.
Usually, intangible capital is considered
equivalent to intellectual capital, but
specialized literature (Hunter et al., 2005)
showed that between them there is an
inclusion relation, not equality. Intellectual
capital could be assimilated to human
capital, meaning the totality of the
employees’ knowledge and skills.

In table 1, we have synthesized the main
ideas of the most renowned researchers in
the field, considering that their basic
specialization is interesting. As we can
notice, accounting generally operates with
the term “intangible assets”, while
management mainly uses the notion of
“intellectual capital”.

In our study, we refer both to intangible
assets, which meet the acknowledgement
criteria in the balance sheet, and to
intangible capital, regarded through a set of
non-financial indicators.
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Table 1: Usage of the Terms: Intellectual Capital, Intangible Capital, and Intangible
Assets in the Studies of the Most Renowned Researchers in the Field

No Name of the Origin Specialization Used terminology /main ideas
. researcher
1 Kenneth Galbraith | Canada- | Economist Stresses the importance of the investments in human
(Dunn and USA capital. He is the first to use the concept of intellectual
Pressman, 2005) capital in 1969 (Myles and Jackson, 2004).
2 Giovanni Schiuma | Italy Professor of innovation Intellectual capital, performance indicators (Marr et
and knowledge al,,2004)
management
3 Baruch Lev USA Accounting Intangible assets, evaluation and reporting of intangible
capital (Lev, 2004).
4 Bernard Marr Great Strategic management Intellectual capital and the reporting of intellectual capital
Britain (Mouritsen, 2004).
5 Annie Brooking Great Management Intellectual capital. The financial statements do not reflect
Britain the real value of the company (Brooking, 1998).
6 James Tobin USA Economist - Nobel prize | Tobin’s g rate is one of the first models that prove the
in 1981. importance of intellectual capital for an organization.
Goran Roos USA Management Intellectual capital, performance evaluation.
Johan Roos Professor of strategy Classify the component elements of intellectual capital
Switzerla into three categories: human capital, organizational
nd capital, customer-related capital, and relational capital.
9 Leif Edvinsson Sweden Expert in Intellectual
Capital. Management
10 | Karl Erik Sveiby Finland Accounting, Knowledge management, Intangible Asset Monitor
Management
11 | Bontis Nick Canada Management Intellectual capital and its impact on the company’s
performance
12 | Garry Becker USA Economy - Nobel prize in | Sets the bases of the term of human capital: “..we are fully
1992 consequent to the concept of capital according to its
traditional definition if we claim that the expenses for the
education, training, healthcare, etc. are investments in
capital.” ( Becker, 1993).
13 | Piekkola Hannu Finland Economist Expert in intangible capital, coordinator of the
INNODRIVE project - Intangible Capital and Innovations:
Drivers of Growth and Location in EU, studied the
connection between productivity growth and intangible
capital.
14 | Leandro Canibano | Spain Accounting-finance Intangible assets: definition, acknowledgement,
evaluation, reporting
15 | Annie Green USA Management and Intangible assets , knowledge management
Business Intelligence
16 | Stewart A. Great Management Develops the term of intellectual capital and suggests 10
Thomas Britain principles for its management ( Myles and Jackson, 2004).
17 | Patrick Sullivan USA Evaluation Intellectual capital, intellectual property
18 | Elizabeth Webster | Australia | Director of the Institute Considers intellectual capital as a component of

of Applied Economics
and social research.

intangible capital (Hunter et al. 2005).

Source: The authors’ projection
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The Financial Reporting of Intangible
Capital in International Theory

One of the characteristics of
contemporaneous organizations is their
ambition to develop advanced
management systems and practices, an
objective that imposes focusing the efforts
in the direction of the knowledge
management and of the management of the
intangible capital. As a result, strategies are
no longer designed only for positioning the
company in relation to its competitors, but
are correlated to intangible assets and
intellectual capital as the employees’ know-
how, relations with customers and
providers, information technologies, and
brand (Marr et al,, 2003). By their nature,
such resources are hard to reproduce,
having the  potential to  create
extraordinary value.

Ever since 1994, the American Institute of
Certified Public Accountants (AICPA),
noticed: “the severe competition and the
fast advances of technology have lead to
dramatic changes. In order to survive and
be in competition, companies change
everything - the way in which they are
organized and administrated, the way in
which they work and develop new
products, the way in which they manage
risk and the relationships with the other
organizations...[they] change their
information systems and the type of
information they use to lead their business
... Can business reporting remain immune
to all these fundamental changes?”(Smith
and Parr, 2005).

The current financial-accounting system is
unable to explain “the new resources” as
relationships, internally generated assets
and knowledge, an aspect signaled by the
Jenkins report, Steven Wallman, ex-
commissioner of the USA Securities and
Exchange Commission (SEC), the
International Accounting Standards Board
(IASB), the Canadian Institute of Certified
Accountants and the Chartered Institute of
Management Accountants (Mouritsen et al.,
2004).

According to Botosan (1997), providing
new information regarding such resources

may contribute to reducing the cost of
capital, as it diminishes the uncertainty
regarding the company’s perspectives and
facilitates better business evaluation. Also,
the dissemination of information on
intellectual ~ capital  contributes to
increasing the demand for the company’s
shares and the share liquidity (Healy and
Palelu, 2001). The experts in the evaluation
of intellectual property, Smith and Parr
(2005), signal that although the
accountants were the first to acknowledge
the existence and unique features of
commercial fund, they did not manage to
combine them with the principles of
accounting and with those of financial
reporting and that the traditional financial
statements become less and less useful to
investors, financial analysts, and creditors.

In order to insure the transparency of the
financial statements and to gain the
stakeholders’ trust, companies voluntarily
present more and more extended
information on intangible assets,
surpassing the limitations of the
suggestions formulated by accounting
standards (Garcia, 2003).

In the field of reporting of intellectual
capital, the Danish Guide and the
Intellectual Capital Guide, suggested by the
MERITUM project, are the most important
sources of information for practitioners
(Guimon, 2003).

The guide suggested by MERITUM
describes the way in which the Report on
intellectual capital is drawn, into three
stages: 1. The company must present the
business perspective, describing the
strategic objectives and the critical
intangibles; 2. A summary is drawn of the
intangible resources and activities needed
for meeting the objectives, and 3. A system
of indicators is created to measure the
degree to which the objectives are met. The
guide  recommends classifying  the
intangible resources and activities into
three categories: human capital, structural
capital, and relational capital.

The guide for declarations concerning
intellectual capital of the Danish Agency of
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Commerce and Industry, whose creation
involved 17 Danish companies (1997-
2000), reveals a deep understanding of the
fact that there are aspects of the
companies’ value that cannot be rendered
in the accounting sheet (Cohen, 2005).
Some of the indicators used by the Danish
Guide for measuring intangible capital are:
the percentage of staff with academic
studies; the investment in training per
employee; the staff flow; social events,
including theme days (proves what the
company does to develop the employees’
social network); collaboration agreements
with business administration universities
and faculties; the number of patents
approved at  present;  information
documents available online; the product
innovation ratio.

Between the two “references” in the field of
reporting of intangible capital there are
some differences. First of all, the MERITUM
project uses the term “report” when
suggesting the reporting model, while the
Danish Guide uses the term of statements.
What is the difference between a report
and a statement? Jose Guimon, in “Recent
European models for intellectual capital
management and reporting: A comparative
study of the MERITUM and the Danish
Guidelines” (2003) provides the answers
given by the coordinators of the two
projects: for the Spanish researchers, the
term “statement” refers to compulsory
financial reporting, and they prefer the
term “report” because it is more suggestive
for the voluntary character of the guide.
Professor Mouritsen, direct of the Danish
Guide, considers that the report suggests a
rigid format, while the statement is more
descriptive, less formal.

If the MERITUM Guide project suggests
classifying the actions and indicators into
three categories: human capital, structural
capital, and relational capital, the Danish
Guide is more flexible, suggesting the
classification of the actions and indicators
into employees, customers, processes, and
technologies. The Danish Guide allows the
companies to decide how they will classify
the intangible elements, considering their
classification as secondary to the decision
to develop indicators.

However, the two guides have more points
in common than differences; the
application of one guide or another will not
determine significant differences in what
concerns the reporting practices of
intellectual capital. The practitioners
should explore the differences between the
two references before deciding which one
to apply. From a certain perspective, the
Danish Guide starts where the MERITUM
ends: the guide suggested by the MERITUM
project includes the conceptual frame and
the processes that can be used to manage
intangible assets, and the Danish Guide
contains practical recommendations for
drawing the intellectual capital statement.

In order to use the results of the MERITUM
project, the E*KNOW-NET project was
started, whose general objective is the
creation of a research and communication
network on intangible elements. The
activities correlated to the suggested
objective are: creating a network;
disseminating the results of the researches
regarding intellectual capital and allowing
access to a large number of users;
promoting the discussions with the users
in order to define the research agenda and
explore new needs related to the
management of intangible capital. The
guide suggested by MERITUM drew the
practitioners’ attention, but did not manage
to clarify the steps that the companies
should take in order to manage and report
intangible capital. The business
environment underlined the need for more
specific indicators, for concrete examples
and work instructions. On the other hand,
for the MERITUM guide to become a
standard in the field of intellectual capital,
it has to keep its general character in order
to provide a common language. It is,
actually, a compromise between a complete
character and the simplicity and flexibility
required from a standard. Thus, although
the adoption and application rate of the
MERITUM guide is high, there still are
issues concerning the deep meanings of
intangible capital, its management and
reporting. The switch from understanding
the importance of knowledge and the
application of actions to capitalize upon it
proves extremely difficult.
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In performing the E*KNOW-NET activities,
numerous cases of adopting the guide
suggested by MERITUM were identified,
the most eloquent being in Spain. The
regional government of the community of
Andalusia, through the Andalusia Agency
for business promotion, recommended
companies to apply the MERITUM guide,
analyze it, and make suggestions. On the
other hand, the Spanish Ministry of
Economy formed a group of experts with
the mission to draw the “White Book” of
the accounting reform. The “White Book”
promotes the intangible capital reporting
practices, starting from the provisions
included in the MERITUM guide. The
MERITUM guide was tested at a large
extent in Spain: the 6 largest companies in
the industry of electric facilities were
counseled by the Autonomous University of
Madrid in the process of drawing the
reports on intangible capital. At the same
time, interviews were organized to test the
MERITUM guide on small and medium
enterprises in the Telefonica group.

The MERITUM recommendations were also
taken integrally by the FRAME project,
funded by the Northern Industrial Fund,
and the Norwegian Ministry of Economy
considers the MERITUM guide as a starting
point in drawing a national report on
intangible capital. Both the MERITUM
guide and the methodology suggested by
the Danish Guide were taken by the
Astrophysics Institute and the Technology
Institute for regenerative resources in
Spain.

In the knowledge economy, intangible
capital is a very important factor of value
creation. Traditional financial-accounting
statements do not provide relevant
information for managers and investors
that would explain how their resources, of
which most are intangible, will create value
in the future. Intangible capital statements
come to complete financial-accounting
reporting, as a communication instrument
outside the organization of the knowledge-
based strategy, as well as of internal
management (Mouritsen et al,. 2004).

In our study, we have analyzed, on the one
hand, the extent to which companies
comply with the IAS 38 provisions
referring to intangible assets and, on the
other, the volume and type of information
provided by the companies concerning
their involvement in the life of the
community, in preserving and protecting
the environment, in managing and
evaluating the human resources, in
research and development activities, etc.

Research Methodology

We have analyzed the annual financial
statements corresponding to the fiscal year
closed on 12.31.2011, drawn according to
IAS/IFRS provisions, for 19 companies
listed in the Bucharest Stock Exchange and
27 Spanish companies quoted in the
Madrid Stock Exchange, components of the
IBEX 35 market index, and we have
computed the mean  degree of
dissemination of the information on
intangible assets based on the points
obtained by each company to a set of
questions, designed in the spirit of the IAS
38 provisions. In the data collection stage,
we resorted to mediated data collection
techniques from the annual financial
statements and reports, and in the
processing and analysis stage we used the
empiric comparative analysis, in order to
identify the resemblances and differences
between the information published by the
companies in the two countries subject to
the study and the quantitative analysis. The
data was processed using the SPSS-
Statistical Package for the Social Sciences
software.

In our approach, we have studied the
consolidated financial statements of the
companies in the analyzed sample and we
have tried to see if they meet the minimum
information  criteria  regarding the
inclusion, in the explanatory notes, of
significant elements related to intangible
assets, imposed by the international
standard IAS 38 Intangible assets. In order
to achieve this objective, we have built a set
of 8 questions:
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Q1. Does the entity make a distinction
between internally generated intangible
assets and the acquired ones?

Q2. Is there any mention made of whether
the useful lifetime is undetermined or
determined, and in case it is determined, of
the useful lifetime or the depreciation
ratios used, as well of as the depreciation
method employed for intangible assets
with determined useful lifetime?

Q3. Does the entity describe the factors
that played a significant role in finding out
whether the useful lifetime of an intangible
asset is undetermined?

Q4. Does the company present the
movements, rises and reductions in the
period, providing details that would
explain the dynamics of intangible assets?

Q5. Is the gross accounting value
presented, as well as any cumulated
depreciation  (aggregated with  the

cumulated losses from impairment) at the
beginning and at the end of the period?

Q6. Does the entity present the impairment
adjustments accompanied by a short
explanation of the corresponding causes?

Q7. Is the aggregated value of research and
development costs acknowledged as
expenses for the presented period?

Q8. Is there any description of any
completely depreciated intangible asset
that is still used, and a brief description of
the significant intangible assets controlled
by the entity, but not acknowledged as
assets because they did not meet the
acknowledgement criteria in the present
standard, or because they have been
acquired or generated before the coming
into force of the version issued in 1998 of
IAS 38 Intangible assets?

Each answer has been subsequently noted
with points from 0 to 1, 1 representing a
satisfying, complete, and detailed answer.
The notation grid is presented in table 2:

Table 2: Criteria for Assigning Points

Points granted Criteria

0,00 No answer

0,25 Lapidary, general answer

0,50 Partial answer

0,75 Detailed but incomplete answer
1 Complete and detailed answer

The sample subject to analysis is composed
of Romanian and Spanish companies that
apply IFRS: 19 Romanian companies
quoted in the Bucharest Stock Exchange
and 27 Spanish companies quoted in the
Madrid Stock Exchange.

In establishing the sample for Romania, we
took into account the companies quoted in
the Bucharest Stock Exchange, section BSE,
categories I, 1I, and IIl. Of the total 106
companies (on 07.20.2012), 25 are no
longer listed, and 12 are financial
investment societies (FIS) or banks and
were excluded from the studied sample as
a result of the fact that they apply specific
accounting regulations. For the 69
remaining companies, we analyzed the

financial statements published on their
own Web sites or on the Stock Exchange
Web site and we identified 14 companies

that draw consolidated financial
statements compliant with the
International Financial Reporting

Standards. Since the size of the resulting
sample was very low, we set as a starting
point the activity fields of the already
selected companies and extended the
analysis on the companies quoted in the
Bucharest Stock  Exchange, section
RASDAQ, from the following activity
branches: extraction industry, processing
industry, production and supply of electric
and thermal energy, constructions,
wholesale and retail trade, transport,
hotels and restaurants, and professional,
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scientificc and technical activities. We
identified 5 more companies that apply
IAS/IFRS, resulting in a final sample for
Romania made up of 19 trading companies,
of a total 252 analyzed companies.

In establishing the sample for Spain, we
considered the companies quoted in the
Madrid Stock Exchange that are part of
IBEX 35. Of the 35 companies, 7 are

financial institutions and one is an
insurance company, and we eliminated
them from the analysis because of the
nature of their activity. All the 27
remaining companies draw consolidated
financial statements, apply IFRS, and have
financial statements published on their
own Web site, therefore our final sample
for Spain is made up of 27 trading
companies.

Figure 1: Graphically Represents the Structure per Country of the Analyzed Sample.
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Fig 1. Sample Structure
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The average degree of dissemination was
computed as an arithmetic mean of the
answers identified to the questions in the
set. A first analysis reveals significant
differences at the level of this indicator
(tables 3 and 4): while the average value of

the degree of dissemination is 32.57% for
the analyzed Romanian companies, the
Spanish companies in the sample present
information in intangible assets according
to IAS 38 to a percentage of 61.11 %.

Table 3: Average Degree of Dissemination - Romania

N Minimum

Maximum

Mean Std. Deviation

GD 19 .00
Valid N (listwise) 19

.56

.3257 14521

The minimum value of the average degree
of dissemination of the information on
intangible assets according to IAS 38 is
equal to 0, since the ELECTROAPARATA]
company does not have the explanatory
notes published on the website, while two
other companies, IMPACT
DEVELOPER&CONTRACTOR and DAFORA,

have no explanatory note for intangible
assets.

In the case of the Spanish companies, the
average degree of dissemination of the
information on intangible assets is 0.91,
while Romanian companies reach a
maximum value of 0.56.

Table 4: Average Degree of Dissemination - Spain

Minimu
N m

Maximum

Mean Std. Deviation

GD 27 31
Valid N (listwise) | 27

91

6111 13548

We wished to analyze the correlation
between the weight of the intangible assets
into the fixed assets and the average degree
of dissemination of the information on
intangible assets.

The average weight of the information on
intangible assets is 31.98% for Iberian
companies (table 5) and 7.41% in the case
of Romanian companies (table 6).

Table 5: Weight of the Intangible Assets into the Fixed Assets - Spain

Minimu
N m

Maximum

Mean Std. Deviation

WAN 27 .06
Valid N (listwise) | 27

91.47

31.9849 26.87165

Table 6: Weight of the Intangible Assets into the Fixed Assets - Romania

N Minimum

Maximum

Mean Std. Deviation

WAN 19 .04
Valid N (listwise) 19

76.63

7.4054 17.52563

Data processing in SPSS reveals the fact
that only the analyzed variable “DD” has a
normal distribution (table 6).

The statistical hypotheses are:

H1. Null hypothesis: the “WAN” variable is
normally distributed.

H2. Alternative hypothesis: the “WAN”
variable is not normally distributed.
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and

H3. Null hypothesis: the “DD” variable is
normally distributed.

H4. Alternative hypothesis: the “DD”
variable is not normally distributed.

Asympt Sig=0.818, respectively 0.025,
meaning the risk to reject the null

hypothesis is 0.818, meaning 81.8%,

Table 7: One-Sample

respectively 0.025, meaning 2.5%. The risk
obtained is much higher than the allowed
risk of 5%, therefore we cannot reject the
null hypothesis only for the DD variable.
For the WAN variable, we can reject the
null hypothesis, the variable is not
normally distributed. As a result, we cannot
compute  the  Pearson correlation
coefficient in order to identify the
correlation between the two variables.

Kolmogorov-Smirnov Test

GD WAN

N 46 46
Normal Parameters(a, Mean 4932 21.8325
b) Std. Deviation .19807 26.26382
Most Extreme Absolute .093 .218
Differences Positive .054 .218

Negative -.093 -.203
Kolmogorov-Smirnov Z .633 1.479
Asymp. Sig. (2-tailed) .818 .025

a Test distribution is Normal.
b Calculated from data.

In what concerns the distinction between
the internally generated intangible assets
and the acquired ones, 14 Romanian
companies and 9 Spanish companies do not
have this delimitation, while 9 Spanish
entities and only one Romanian company

din provide a clear and complete answer to
this question in their financial statements.
The results of the analysis according to the
answers identified to question 1 are
synthesized in the table below:

Table 8: Sample Analysis according to the Answers to Q1

Originating country
ROMANIA SPAIN Total

QUESTION 1 ,00 14 9 23

,25 2 6 8

,50 2 2 4

,75 0 1 1

1,00 1 9 10
Total 19 27 46

Most  analyzed companies provide
complete information in the explanatory
note concerning the accounting policies on

depreciable assets, the depreciation
duration and methods used. Figure no. 2
synthetically presents the results obtained:
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The explanatory notes to the financial
statements drawn by the Romanian
companies do not include the description
of the factors that played a significant role
in establishing the fact that the useful life

,50

, 75 1,00

duration of an intangible asset is
undefined, while only 4 Spanish companies
in the analyzed sample meet this

requirement of the standard (table 9).

Table 9: Sample Analysis according to the Answers to Q 3

Originating country
ROMANIA SPAIN Total
QUESTION 3 ,00 19 18 37
,25 0 3 3
,50 0 2 2
1,00 0 4 4
Total 19 27 46

Only 4 Romanian countries do not present
the dynamics of the intangible assets, while

movements, increases, and reductions for
the period, also providing some narrative

all the Spanish companies present the information (figure 3).
Bar Chart
20—
Originati
15— ng
= country
3 10
O B rO
5 | sP
O—
,00 ,50 ,75 1,00

All the Spanish

companies

QUESTION 4
Fig 3. Sample Analysis according to the Answers to Q 4

and 15

cumulative losses from impairment) at the

Romanian companies present the gross
accounting value and any cumulated
depreciations (aggregated with the

beginning and at the end of the period
(table 10).
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Table 10: Sample Analysis according to the Answers to Q 5

Originating country
ROMANIA SPAIN Total
QUESTION 5 ,00 4 0 4
1,00 15 27 42
Total 19 27 46

For Romania, only 2 companies of the 19
analyzed - approximately 10.53% - present
detailed and complete information on the

factors that determined value adjustments,
while for the Spanish companies, the
percentage rises to 51,85% (figure 4).

Bar Chart

Origina
ting
country
[l rO
[ sp

Count

,00 ,25 ,50 ,75 1,00
QUESTION 6

Fig 4. Sample Analysis according to the Answers to Q 6

48.15% of the analyzed Spanish companies
present information on the aggregated
value of the research and development
costs acknowledged as expenses for the

period, while this information is not
present in Romanian companies (Table
11).

Table 11: Sample Analysis according to the Answers to Q 7

Originating country
ROMANIA SPAIN Total
QUESTION 7 ,00 19 12 31
,25 0 2 2
1,00 0 13 13
Total 19 27 46

IAS 38 stipulates as a recommendation the
requirement for information related to the
description of the completely depreciated

intangible assets that are still used, but
most companies included in the sample do
not present this information (table 12).
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Table 12: Sample Analysis according to the Answers to Q 8

Originating country
ROMANIA SPAIN Total
QUESTION 8 ,00 18 16 34
,50 0 4 4
1,00 1 7 8
Total 19 27 46

In our approach, we aimed to study the
extent to which companies present in
annual reports, besides the IAS/IFRS

requirements and recommendations,
elements of intangible capital. Therefore,
we considered the following indicators:

Table 13: Indicators of Intangible Capital

Human Capital Indicators Relational Capital Indicators Structural Capital Indicators
Number and age of the National and international certifications | Innovation, research and
employees obtained in the field of product quality development activities
Motivations/benefits given Concern with the environment Systems

to the employees

Time allocated to the The customer satisfaction index Number of patents

employees’ training

Social programs, donations

The computing algorithm for human
capital, relational capital, respectively
structural capital is easy: if the company
presents complete information on an
indicator, it is graded with 1, if it does not
present information, it receives 0 points,
and if it presents certain information only
partially, it is graded appropriately: 0.25,
0.5, or 0.75. At the end, each component of

intangible capital will be equal to the
arithmetic mean of the scores obtained for.
The arithmetic mean of the values obtained
for human, relational, and structural capital
is the intangible capital of the company.

The results obtained for the analyzed
sample are presented in the figure below:

Bar Chart

06 08 10 14 16 17 22 24 26 27 28 31 32 32 36 44 47 56 58 60 61 61 63 64

(@
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67 69 78 85 85 86 86 87 89 92 96 97

Fig 5. Values of Intangible Capital for the Analyzed Sample
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The SPSS output shows that the highest
value of intangible capital reached by
Romanian companies is 0.61, while most
Iberian companies (21 companies out of
27) have values higher than this threshold.
The high difference between the values of
intangible capital obtained by each country
is justified, on the one hand, by the fact that
only one Romanian company (OMV
PETROM) presents a social responsibility

report, and 4 other companies present, on
their official Web page, sections with vague
information on social responsibility, while
all the Spanish companies present such
reports. Also, we noticed that some Iberian
companies (e.g: Gamesa, Ferrovial)
present, on their official page, a menu titled
“human capital”. No Romanian company
and only 5 Spanish companies present the
GRI index - Global Reporting Initiative.

B Number of

5 i
companies
‘ 4
>

Companies that Companies that
present the GRI  do not present
index the GRI index

Fig 6. Spanish Companies that Apply the Global Reporting Initiative

The Global Reporting Initiative (GRI) is a
non-profit organization that promotes
economic, environmental, and
social sustainability. GRI provides all
companies and organizations with a
comprehensive sustainability reporting
framework that is widely used around the
world. GRI’'s  Sustainability =~ Reporting
Framework enables all companies and
organizations to measure and report their
sustainability performance. By reporting

transparently and with accountability,
organizations can increase the trust that
stakeholders have in them, and in the
global economy.

The mean values of the degree of
dissemination of the information on
intangible assets intangible capital per
activity branch are presented in the tables
and figures below:
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Table 14: Values of Intangible Capital in Romanian Companies, per Activity Field

IC * ACTIVITY FIELD Crosstabulation

Count
ACTIVITY FIELD
PROFESSIO
NAL,
SCIENTIFIC,
ENERGY AND
FXTRACTIONPROCESSINGPRODUCTION|[CONSTRUC HOTELS AND |TECHNICAL
INDUSTRY | INDUSTRY |AND SUPPLY TIONS COMMERCE TRANSPORTRESTAURANTS ACTIVITIES Total
IC .06 0 0 0 0 0 0 1 0 1
.08 0 1 0 0 0 0 0 0 1
14 0 1 0 1 0 0 0 0 2
.16 0 1 0 0 0 0 0 0 1
A7 0 0 0 0 0 0 0 1 1
.22 0 0 1 0 1 0 0 0 2
.24 0 1 0 0 0 0 0 0 1
.27 0 0 0 1 0 0 0 0 1
.28 0 0 0 0 1 0 0 0 1
31 0 1 0 0 0 0 0 0 1
.32 1 0 0 0 0 0 0 0 1
.36 1 1 0 0 0 0 0 0 2
A7 0 1 0 0 0 0 0 0 1
.56 1 0 0 0 0 0 0 0 1
.58 0 1 0 0 0 0 0 0 1
.61 0 0 0 0 0 1 0 0 1
Total 3 8 1 2 2 1 1 1 19
Bar Chart
e ACTIVITY FIELD
EXTRACTION
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PROCESSI0G
RS TR
-5 ] Bl ot e TTovs AR
S1TFPL Y
COMSTRIICTIONS
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Fig 7. Values of the Mean Degree of Dissemination of the Information on Intangible
Assets in Romanian Companies, per Activity Field
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Fig 8. Values of the Mean Degree of Dissemination of the Information on Intangible
Assets in Spanish Companies, per Activity Field

Table 15: Values of Intangible Capital in Spanish Companies, per Activity Field

IC * ACTIVITY FIELD Crosstabulation

Count

6

ACTIVITY FIELD

FINANCIAL
SERVICES PETROL

COMMUNICATIONS | CONSTRUCTIONS | SERVICES ESTATE ENERGY DISTRIBUTION GOODS

TECHNOLOGY AND INDUSTRY AND CONSUMER | AND REAL AND CONSUMER

Total

IC .10 0
.26
.27
.32
.44
.60
.61
.63
.64
.67
.69
.78
.85
.85
.86
.86
.87
.89
.92
.96
.97

P OMNOPFPOORFRPOFRPOOORFRPRPFPOORRFR OLPR

Total

W OPFRPOPFPOOOO0OORFRrR OO0OO0ODO0OO0OO0OO0OOoOOoOOo

W 0O 00000000k P OOODORKr OO OOOo
P OO0 000000000k OO0OO0OO0O0OO0OO0OOoOOo
O OO0 O0ORFRPROFRPNORFPRPFPOOOOOOOOOOOoO
P OO0 0000000000000 O0OkFr OO OO

=
=

N OO OO0 00000000 PFrPRF OO0OO0O0OO0OO0ORFrOo

PRPNNRPRRPNRPRPRARRRPRPRRERRERERERR

N
BN

From the analysis of the information per sub-sample, only 2 companies present a

n

activity field, we can notice that there is no equal value of intangible capital, for the
coherent practice of the companies in the rest, the values of the indicator cover
same activity sector. For example, of the 27 almost all the interval [0.1; 0.97]. In what
Spanish companies included in the concerns the mean degree of
analysis, 11 companies are in the branch dissemination, we can notice that most
“Industry and constructions”. Within this Spanish companies in the previously
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mentioned activity field present a value of
this indicator of 0.56, the maximum value
reached by the companies in this activity
field being equal to 0.75.

Conclusions and Discussions

In order to identify the policies used by
companies in the reporting of intangible
assets and to determine the extent to which
companies  forced to apply the
International Financial Reporting
Standards comply with the IAS 38
provisions, we have analyzed the
consolidated financial statements, drawn
according to IFRS by 19 Romanian
companies quoted in the Bucharest Stock
Exchange and 27 Spanish companies
quoted in the Madrid Stock Exchange,
components of the IBEX 35 index. We have
determined the weight of the intangible
assets in the fixed assets and have
computed the mean  degree of
dissemination of the information on
intangible assets based on the scores
obtained by each company to a set of
questions, designed in the spirit of the IAS
38 provisions.

After analyzing the collected data with the
Statistical Package for the Social Sciences
(SPSS) statistic software, we noticed
significant differences in what concerns the
reporting of intangible assets. First of all,
the degree of dissemination of the
information on this category of assets is
lower in the case of the sample of
autochthonous companies (32.57%)
compared to that of Spanish companies
(61.11%). The financial-accounting reports
of the Spanish companies contain a vast
amount of information referring to
intangible capital and comply to a greater
extent with the provisions of international
norms in the financial reporting of
intangible assets. To the 8 questions in the
set, created in the spirit of the IAS 38
provisions, the Iberian companies
generally give more analytical answers.
Also, they present significant weights of the
intangible assets into the fixed assets.

Besides the financial reporting of
intangible assets, we have been concerned
with analyzing non-financial information

referring to human, relational, and
structural capital. It is worth mentioning
that, unlike the Romanian companies, the
Spanish companies present in their annual
reports a large amount of data and
information on  intangible capital.
Moreover, as shown on the official page of
IBERDROLA, this company, together with
other five companies, components of IBEX
35, created the “Corporate Excellence
Centre for Reputation Leadership”
foundation, considered a laboratory of
ideas dedicated to the promotion of the
management of intangible assets as
strategic values in reaching excellence.

The SPSS output revealed that there are no
correlations between the weight of the
intangible assets into the fixed assets and
the mean degree of dissemination of the
information on immaterial assets, nor
between the mean degree of dissemination
and the value of intangible capital.

Secondly, we have also monitored the audit
companies contracted to verify the annual
financial statements: all the Spanish
companies  and 7894%  of the
autochthonous companies have auditors in
the BIG 4.

One of the limitations of our study is the
small size of the sample for Romanian
companies. We consider that this issue will
be overcome starting with the financial
statements for 2012, considering that,
according to art. 1 of OMFP 881/2012
regarding the application by the trading
companies whose tangible assets are
allowed for transactions on a market
regulated by the International Financial
Reporting Standards, starting with the fiscal
year 2012, the companies whose tangible
values are allowed for transactions on a
regulated market, have the obligation to
apply the International Financial Reporting
Standards (IFRS) in drawing the annual
individual financial statements.

The points granted for the eight questions
related to the dissemination of the
information referring to the intangible
assets, as well as for the indicators of
intangible capital, may determine a certain
degree of subjectivity in what concerns the



Journal of Accounting and Auditing: Research & Practice 18

collected information. Obviously, this
aspect may bias, to a small extent, in our
opinion, the results of the research.

Future research directions will consider a
dynamic analysis of the financial reports on
the intangible assets and intangible capital
of the companies.
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