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Shaping the perception and vision of economic operators
from the Romania-Ukraine-Moldova border area on
interim financial reporting

Abstract. The issue of interim financial statements for quoted or unquoted companies has become even more relevant in the current
context of globalisation of business. The purpose of this research work is to focus on the analysis of the abovementioned type of
reporting, taking into account the need for information about the stakeholders and the costs involved and analyse both the international
accounting standards IAS/IFRS and the possibility of application them with regard to the situation in the Romania-Ukraine-Moldova
border region. In order to achieve the goal, we carried out an empirical research by applying a questionnaire to a target group of 290
traders in the border region: 201 from the north-eastern (NE) region of Romania, 46 from Moldova and 43 from Chernivtsi region
(Ukraine). The applied questionnaire covers the similarities and differences in interim reporting from the three countries.

The analysis of the correlation coefficients to determine the variables that quantify the impact on the obtained costs and benefits of
the implementation of interim financial reporting values can be seen as tending towards zero, which indicates a lack of correlation
between the variables. This indicates that the interviewed respondents do not associate any symmetric change in the company’s
costs to the benefits following the implementation of the interim financial reports. That aspect encourages the promotion of this type
of reporting among economic operators. As a result of the research, the respondents did not associate a symmetrical change in
companies’ costs with the benefits identified as a result of the implementation of the interim financial reports; the economic operators
that perform a breakdown of financial reports relating to organisations’ internal events have more chances to get significant benefits
in order to achieve those companies’ financial forecasts.

The matrix component recaptured by the Varimax rotation method shows three categories in which the obtained results are grouped
for the questions aimed at the structure configuration of interim financial reports in accordance with IAS 34. The first one is the
respondents whose vision of the content of interim financial reports is oriented towards detailing the organisation’s internal events
that have a financial impact: the effect of changes in the composition of the entity during the interim period including business
combinations, obtaining or losing control of subsidiaries and long-term investments, restructuring and discontinued operations;
issuances, repurchases and repayments of debt and equity; the seasonality or cyclicality of interim operations; changes in contingent
liabilities or contingent assets; loan default or breach of a loan agreement that has not been remedied on / or before the end of
the reporting period; the nature and amount of items affecting assets, liabilities, equity, net income or cash flows that are unusual
because of their nature, size or incidence. The second one is the respondents whose vision of the content of interim financial reports
is oriented towards providing the materials reflecting the market value of the organisation and explanatory notes on positioning the
organisation in the external environment, namely: acquisitions and disposals of items of tangible assets; reduction of the amount
of inventories to the net realizable value and the resumption of this reduction; recognition of impairment losses on tangible assets,
intangible assets, or other assets, and the reversal of such losses; effects of economic turmoil and market conditions, liquidity or
difficulties of any continuity issues; an explanation of events and transactions significant to understanding the changes in financial
position and performance of the entity at the end of the last reporting period; commitments for the purchase of tangible assets after
completion of the interim period. The third one is the respondents whose vision is geared towards simplifying the presentation of the
organisation’s financial situation: profit or loss and other comprehensive income; changes in equity; financial position; cash flows.

An important support could be offered by interim reports and strategic decisions of the company. In more than 70% of cases, the
respondents said that this benefit could be obtained with either a high or very high degree of confidence.

We can conclude that interim financial reporting implies the existence of a financial system in the company that ensures reporting
frequency and maintains a high degree of quality, which is the foundation of a decision-making process that reacts promptly to all
the changes and challenges of the economic, social and political environment.
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ACCOUNTING, ANALYSIS AND AUDIT

Mpuropaw-Iluum K. O.

KaHaMAAaT eKOHOMIYHMX HayK, Cy4aBCbKuii yHiBepcuTeT imeHi LLITecbaHa wen Mape, Cy4asa, PymyHis

Kocmynec K. T.

KaHgnaaT ekoHOMIYHMX HayK, Cy4yaBcbKuin yHiBepcuTteT iMeHi LLTedpana yen Mape, Cyyasa, PymyHis

CaBuyk A.T.

KaHaMaaT eKOHOMIYHUX HayK, aCUCTEHT, YepHiBeLbKuii HauioHanbHU yHiBepcuTeT iMeHi FOpis ®egbkoBnya, HYepHisLi, YkpaiHa
XKasopoHok A. B.

KaHanaaT eKOHOMIYHUX HayK, aCUCTEHT, YepHiBeLbKuii HauioHanbHUA yHiBepcuTeT iMeHi FOpis ®egbkoBnya, YepHisLi, YkpaiHa
®dopmMyBaHHSI CNPUNHATTA Ta 6a4eHHSA eKOHOMIYHUX OnepaTopiB 3 PYMYHCbKO-YKPaiHCbKO-MONA0BCbKOrro
NPUKOPAOHHOIO perioHy WoAo NPOoMiXKHOI (hiHaHCOBOI 3BITHOCTI

AHoTauist. Po60Ty nprcBaYeHo aHanisy B1aiB 3BiTHOCTI, BpaxoByto4m NoTpebn 3auikaBneHnx CTOPiH B iHhopmadii npo BuTpaTy,
aHanisy MixxHapogHux ctaHgapTie 6yxrantepcbkoro o6niky MCBO/MC®3 Ta BM3HAYEHHIO Ha Ll OCHOBI MOXXJIMBOCTEW iX
3aCTOCYBaHHA B PYMYHCbKO-YKPaiHCbKO-MONGOBCLKOMY MPUKOPAOHHOMY perioHi. [ns AOCArHeHHs Uiel MeTn nposefdeHo
emMnipnyHe JOCNiOKEHHS WoA0 BU3HAYeHHS NofibHOCTeN Ta BiAMIHHOCTEN y MPOMIXHIN 3BITHOCTI PymyHii, YkpaiHn Ta Mongosu
LLUISIXOM 3aCTOCYBaHHSA aHkeTyBaHHS 290 TOprosuiB Y NPUKOPAOHHUX perioHax umx KpaiH, 3 Hux: 201 npegctaBnstoTb NiBHIYHO-
cxigHuin perioH PymyHii, 46 — MongoBy Ta 43 — perioH YkpaiHu (HepHiBeubka obnacTb). [JocnigXeHHs NpoBoanaocs B nepiog, 3
qunHsa 2015 p. no moTnin 2018 p. BusHayeHo, WO onnTaHi peCnoHAEHTU He NOB’A3YI0Tb CUMETPUYHY 3MiHY BATPAT KOMMaHii 3
BUrofamu Bif, BNPOBaKEHHSI MPOMIDKHNX hiHaHCOBUX 3BiTiB. [loBeAeHO, L0 EKOHOMIYHI onepaTopu, siki BUKOHYIOTb PO36UBKY
(hiHaHCOBMX 3BITiB NPO BHYTPILUHI NOAii opraHisaLii, MatoTb GifbLUe LWaHCIB OTPMMaTK 3Ha4HI BUrogn ANs AOCArHEHHS MOKa3HMKIB
hiHaHCOBOro NPorHo3yBaHHA komnaHii. [pomixkHa hiHaHCcoBa 3BITHICTb Nepefdayae HasBHICTb (hiHAHCOBOI CUCTEMM B KOMMaHii,
o 3abes3neyvye 4acToTy 3BITHOCTI, 36epiratoyun Npu LbOMY BUCOKUIA PiBEHb ii SKOCTI, ika onepaTyBHO pearye Ha BCi 3MiHM Ta
BUKJIMKM EKOHOMIYHOMO, COoLiasibHOro Ta NONiTUYHOrO CEPeoByLLA | € OCHOBOK MPUAHATTS PillEHb.

Knto4oBi cnoBa: npomixxHi chiHaHcoBi 3BiT1; MCBO/MC®d3; ekoHOMI4HI onepaTtopu; NPUKOPAOHHWA perioH PymyHis-YkpaiHa-Mongosa.

Mpuropaw-Uuum K. O.

KaHgnaaT akoHoMu4Yecknx Hayk, CyyaBckuin yHnsepcuteT nvenn Yen Mape, Cyyasa, PymbiHus

Kocmynec K. I.

KaHamnaaT eKOHOMIYHNX HayK, CydaBcKkuin yHuBepcuTeT umenn LLiTedana yen Mape, CyyaBa, PymblHMSA

CaBuyk A.T.

KaHanaaT 3KOHOMUYECKMX HayK, aCCUCTEHT,

YepHOBULKMIN HaUMOHaNbHbIN yHUBEpCUTET nMmeHn FOpusa degpkosuya, YepHoBLUbI, YKpanHa

XasopoHok A. B.

KaHanaaT 3KOHOMUYECKNX HayK, aCCUCTEHT,

YepHOBULKUIA HAUMOHanNbHbIA yHUBepcuteT nmeHn KOpus ®egpkoBrya, HYepHoBubl, YkpavHa

®dopmupoBaHue BOCNPUATUSA U BUAEHUSI SIKOHOMUYECKMX ONEPaToOpPOB C PYMbIHCKO-YKPaNHCKO-MON[4aBCKOro
NPUrpPaHUYHOro pernoHa no NPoMeXXyTo4yHon hMHaAHCOBOW OTHETHOCTHU

AHHOTaUMA. YunTbiBas NOTPEOHOCTU 3anHTEpPEeCcoBaHHbIX CTOPOH B UH(hopMauun o 3aTpartax, faHHas paboTa nocesiieHa
N3YYEHUNIO BUOOB OTHETHOCTY N aHanNn3y MexxayHapoLHbIX cTaHaapToB 6yxrantepckoro ydyeta MCOO/MCDO n onpegeneHuto
Ha 3TOl OCHOBE BO3MOXHOCTEN WX MPUMEHEHUS B PYMbIHCKO-YKPaUHCKO-MOIAABCKOM MPUrPaHnYHOM pervoHe. [ns
OOCTUXEHUS 3TON Lienm NpoBeAeHo aMNNpUYecKoe nccnegoBaHne no onpegeneHnto CXOACTB 1 pas3nnynii B NPOMEXYTOYHOMN
OTYETHOCTU PyMbIHUW, YKpaunHbl 1 MongoBbl NyTeM NpoBeaeHnst aHkeTuposaHus 290 TOProsLEB B MPUrPaHNYHbIX PernoHax
OaHHbIX CTpaH, N3 Kotopbix: 201 nNpepcTaBnsAloT CEBEPO-BOCTOYHbLIN pPernoH PymbiHUKM, 46 — MongoBbl 1 43 — pervoH
YKpauHbl (HepHoBuLKas obnacTb). iccnegosaHne nposogunock B nepuog ¢ nons 2015 r. no pespans 2018 r. OnpepeneHo,
YTO OMPOLLEHHbIE PECMOHAEHTbI HE CBSA3bIBAOT CUMMETPUYHO U3MEHEHUE 3aTpaT KOMMaHWM C BbirogamMun OT BHELPEHUs
NPOMEXYTOUHbIX (DUHAHCOBbLIX OT4YETOB. [loKas3aHo, YTO 3KOHOMMUYECKMEe orepaTopbl, KOTOPble BbIMOMHAIOT Pas3buBKy
(bMHaAHCOBbBIX OTYETOB O BHYTPEHHMWX COOBLITUSIX OpraHn3aumun, MMelT 6oMbLue LWAaHCOB MOJSly4MTb 3HAYUTENbHbIE BbIroabl
ONS QOCTMKEHWA nokasaTtesiel PUHaHCOBOro NPOrHO3MPOBaHUSA KOMMNaHU.

MaTtpuua, cozgaHHas no metogy potaumm Varimax, no3sonseT CrpynnmpoBaTth PeCNOHAEHTOB B TPY KaTteropum B 3aBUCUMOCTU
OT MX OTBETOB, KaCalOLLUMXCS KOHMUIrypaumum CTPYKTYPbl MPOMEXYTOYHbIX (PUHAHCOBbIX OTYETOB B cooTeeTcTBUM ¢ MCBY 34.
[MepBas - 3T0 peCnoHAEHTHI, Ybe BUAEeHWE CoAep>KaHNs MPOMEXYTOYHbIX (MHAHCOBbIX OTYETOB OPUEHTUPOBAHO Ha AeTann3aumio
BHYTPEHHNX COObITUI OpraHn3aLmmn, KOTOpPbIE OKa3bIBaKOT BANSHME Ha ee (hHAaHCOBOE COCTOsIHME. BTopas — 3To pecnoHaeHThl,
Ybe BUOEHWE COOEPXaHWUS MPOMEXYTOYHbIX (PUHAHCOBbLIX OTHETOB OPMEHTVPOBAHO Ha MNpefoCTaBlieHWe MaTepuanos,
OTPaXKaloLLMX PbIHOYHYIO CTOMMOCTb OpraHmM3aumm, a TakxXe NOSACHUTENbHbLIX 3aMe4aHnii O NO3NLMOHNPOBAHUY OpraHn3aumm
BO BHELUHEN cpefe, a UMEHHO. TPeTbSA — PECMOHAEHTbI, Ybe BUAEHME HaNpasneHo Ha yNpoLLeHNe NpeacTaBeHns (MHaHCOBOro
NONOXKEHUS OpraHn3aLun: NProbINb NN yObITOK U MPOYMn COBOKYMHBIA [OXOM; U3MEHEHNS B kKanuTase; 1HaHCOBOE NONOXEHNE;
OEHEeXHbIe MOTOKW. BaxkHyto noafaep>XKy MOryT okasdaTb MPOMEXYTOYHblE OTYETbl A1t MPUHATUSA CTPaTErMYeCKNX peLleHuni
komMnaHuamn. B 6onee 4yem 70% crny4aeB pecrnoHOeHTbl cKasanu, YTO 3Ty BbIrogy MOXXHO MOyYMTb C BbICOKOW UAN O4€Hb
BbICOKOW CTeMeHbio YBEPEHHOCTH.

MpomexyToyHas huHaHCOBas OTYETHOCTbL MpedycMaTpuBaeT Hannyne (hMHaAHCOBON CUCTEMbI B KOMMaHWM, ob6ecneynsBaeT
4YacTOTy OTYETHOCTW, COXPaHAS NPU 3TOM BbICOKWI YPOBEHb €e KavecTBa, ornepaTVBHO pearvpyeT Ha BCE U3MEHEHWs 1
BbI30Bbl 3KOHOMUYECKOr0, COLMAaIbHOrO 1 NMOIMTUYECKOrO Cpenbl U SBIIETCS OCHOBOWN MPUHSATUS PELLEHNIA.

KnroueBble cnoBa: NpoMexxyTo4Hble hrHaHcoBble oT4eTbl; MCBY/MCPO; aKoHOMUYeCKUe onepaTopbl; MPUrpaHnNYHbIA pernoH
PymbiHna-YkpanHa-Monpgosa.

1. Introduction

Our concern for interim financial reporting analysis is ge-
nerated by the importance of the fact that each trader should
grant to this source of strategic information. In every enter-
prise, there are questions on the usefulness of interim financial
reports with regard to their relatively long preparation, limited
character and the resources allocated to issue them. Finding
a common solution to these problems, and therefore the en-
hanced interest in performing interim financial reporting, can
contribute to increased economic performance of the company

by reducing the unnecessary (waste) time costs, strengthening
the communication and transparency in relations with third
parties (creditors, customers, etc.), while appropriate manage-
ment can act early on counteracting the negative effects of the
company'’s activity towards preventing potential commercial or
production failures and boosting the overall economic trends in
that field and, consequently, increasing productivity.

Interim financial reporting is known to be one of the
main economic and financial communication tools designed
to provide stakeholders (investors, financiers customers,
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suppliers etc.) with the so-called minimal knowledge so that
these subjects are able to meet their own decision-making
information requirements. Any form of communication inclu-
ded, and therefore the interim financial reports, it is subordinate
to use the same language from a subject issuer and the re-
cipient, which is why our research was focused on the border
area of Romania, Ukraine and Moldova, three former socialist
countries in which potential investors and shareholders are
still remained focused on inflexible economic communication
and accounting culture specific of these countries.

Short analysis of International Accounting Standard 34 -
Interim Financial Reporting

IAS 34 defines the minimum content of an interim finan-
cial report and identifies the recognition and measurement
principles to be applied to complete financial statements for
an interim period. A specific feature is that it does not re-
quire disclosure of such situations to any company. Instead,
it is required to publish an interim report for the publicly tra-
ded companies.

Although there is no requirement under IFRS to publish
an interim financial report, enterprises that either by law or
for other reasons are required to publish it in accordance
with IFRS must apply the IAS 34 rules known as Interim
Financial Reporting.

The objective of IAS 34 is to provide basic information to
prepare interim financial reports. Interim financial reports up-
date the most recent annual financial statements by focusing
on events that reflect significant changes in the financial po-
sition and performance of the enterprise since the end of the
previous financial year (Melville, 2009).

Another objective of IAS 34 is to prescribe the minimum
content of an interim financial report, as well as the accoun-
ting and valuation principles applicable to interim financial
statements of the period. Quick and reliable financial infor-
mation allows investors, creditors and other users to bet-
ter determine and interpret the company’s ability to gene-
rate profits and cash flows, as well as its financial position
and liquidity.

One of the IAS 34 requirements is that in addressing in-
terim financial statements, the same accounting methods
should be applied and follow the rules of the annual finan-
cial statements.

An interim financial report is a financial report containing
a complete set of financial statements or a summary for a
period of less than one full year. IAS 34 does not specify
which enterprises should publish interim financial reports.
Also, it does not indicate how often or when, starting from
the end of the interim period, financial statements should
be drawn up.

According to the International Accounting Standards
Committee (IASC), national governments, securities regu-
lators, stock exchanges and accountancy bodies decide on
these issues. IAS 34 is applied if the company is required
to publish an interim financial report in accordance with
the international accounting standards, or if the company
chooses to do so.

Most often, governments, securities commissions, stock
exchanges and accountancy bodies impose the duty to pub-
lish interim financial reports on businesses whose debt secu-
rities or equity securities are traded. The IASC Board encou-
rages the listed companies to publish the interim financial re-
ports that correspond with the principles of accounting and
evaluation, and information contained in regulations. Specifi-
cally, such businesses are encouraged to prepare the interim
financial reports at least for the first half of the year and to
make these financial reports available within 60 days starting
from the end of the interim period.

Standard IAS 34 defines the minimum content of an inte-
rim financial report and identifies the principles of accounting
and evaluation that should be applied to an interim financial
report. In its interim financial report, the company must ap-
ply the same accounting methods as in the annual financial
statements of the previous year. Frequency of financial infor-
mation should not affect the assessment of the company’s
annual results.

To reach this goal, the assessments made upon interim
the necessity to inform interim are made on a cumulative ba-
sis on the interim date. IAS 34 is applied to different types of
assets, liabilities, income and expenses, based on the fun-
damental principles of accounting and valuation methods
at interim periods. In deciding how to assess, elements are
classified in terms of interim financial information needs. The
relative importance is assessed in relation to the interim pe-
riod financial information and not in relation to forecasted an-
nual information.

Compliance with international reporting standards of any
financial report, either annual or interim, is appreciated, yet
a company can draw up an interim financial report which is
not in conformity with the IAS 34 principles. If the compa-
ny’s interim financial report is blind to international accoun-
ting standards, it must comply with all the IAS 34 provisions.

Companies listed on national or international stock ex-
changes are required to submit their interim financial reports
every quarter in accordance with IAS 34, which shall be no-
tified to the regulatory bodies of the capital market in that
country, according to the European Directive on Transpa-
rency of Financial Markets, amended by Directive 65/2014
regarding Market in Financial Instruments and in accor-
dance with Regulation 1/2006 National Securities Commis-
sion, which ensures implementation of the European Com-
munity applicable regulations on transparency in Romania.

2. Brief Literature Review

Interim reports may hold significant information on trends
affecting the periodic effects of the business that can be both
neglected in annual reports (B. Elliott, & J. Elliott, 2004).

Based on the theoretical research by Ross (1973), the
aim of empirical capital market research is to find significant
links between corporate governance (reporting) and capi-
tal costs. Apart from a few exceptions (Larcker et al., 2005;
Nowak et al., 2006), a positive correlation between corpo-
rate governance variables and cost reduction of an equity
can be validated by empirical research (Armstrong, Guay &
Weber, 2010; Brickley and Zimmerman, 2010) for both the
US stock market (Gompers, Ishii& Metrick, 2003; Brown &
Caylor, 2006) and the German stock market (Drobetz, Schill-
hofer & Zimmermann, 2004; Beiner et al., 2006; Bassen et al.,
2006). However, those studies do not agree on the statistical
significance. Therefore, no general conclusion can be drawn
regarding a statistically significant correlation between se-
veral positive variables of corporate governance (those con-
tained in the corporate governance index) and the firm perfor-
mance on the stock market in Germany. With the exception
of Toksal (2004), so far there has been no empirical study that
examines the impact of corporate governance on firm per-
formance reporting by not taking into account other indica-
tors of corporate governance. In addition, similar studies are
lacking in Austria as well. It is therefore of great importance to
continue empiric research on corporate governance.

Some studies have shown that the key accounting areas
are likely to lead to significant differences in quarterly ver-
sus semi-annual interim reports are: product costing , manu-
facturing cost variances, inventory valuation, period costs,
spending on intangible assets, employee compensation and
fringe benefits, income tax expense, and application of the
materiality principle (Y. M. Mensah & R. H. Werner, 2008;
C. G. Cosmulese et al., 2017)

In an attempt to investigate major differences in annual
reports (financial year 2007 or 2006/07) in Germany and Aus-
tria, the research conducted by Patrick Velte in 2009 offers an
overview of the results of that investigation. The survey ana-
lyzed corporations in terms of the prime standards in Aus-
tria and Germany (Frankfurt and Vienna Stock Exchanges) in
order to examine the reports of corporate governance spe-
cific to the supervisory board, in particular the role of the
«collaborator» of the external auditor. Germany and Aus-
tria were chosen from among various similarities in terms of
corporate values and business law, including corporate go-
vernance codes and the predominance of their two-tier sys-
tem (the management board and the supervisory board) in
both countries. This study identifies key reporting gaps in
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the prime standards both in Austria and Germany, especially
in terms of job specification and monitoring activities of the
supervisory boards.

In the context of transition countries, one should consi-
der minor shareholders as principal while major sharehol-
ders and managers should play the role of agents. Instead
of maximising the share value, agents are motivated to trans-
fer profit (through cost transfer, price transfer, etc) to their
100%-owned firms, in order not to share the value with the
principal. The entity’s corporate management should solve
the conflict (Samusenko, 2009). The same issue has been a
concern for many Ukrainians authors (for example O. Noso-
va, 2015; V. Kublikov, 2013; A. Kostyuk & V. Koverga, 2007).

Other authors have developed models which predict
that more frequent interim reporting can lead to an increase
in disclosure costs, and thus a decrease in the level of vo-
luntary disclosures (F. Gigler & T. Hemmer, 1998; V. Grosu
et al., 2017).

M. Firth (1996) examines the existence of the factors un-
derlying the transfers of information associated with the in-
come communicated in the context of two countries (the US
and the UK). He found evidence that analysts were able to
extrapolate corporate earnings information from US compa-
nies to British businesses, and to a lesser extent, vice ver-
sa. P. Alves, P. F. Pope & S. E. Young (2009) investigated the
effect of profit warnings on the share prices of similar com-
panies that are not announced and distributed on a set of
European countries. Their results also support the existence
of transnational transfer of information, although the magni-
tude is much weaker.

3. Research methodology

Due to the large number of respondents and their very
large geographical distribution (Romania, Moldova and
Ukraine), our research took place between July 2015 and Feb-
ruary 2018. The questionnaires is concerned were applied
by direct contact (on paper support), after which the authors
centralized the respondents’ answers using the Google Drive
module, with the data collected being processed with SPSS.

The sample covered 290 traders in the border region of Ro-
mania-Ukraine-Moldova: 201 from the NE region of Romania, 46
from Moldova and 43 from Chernivtsi region (Ukraine). Acquisi-
tion of statistical units in the sample was performed by the typi-
cal simple selection process. The main sources of information
were the Ministry of Public Finance and the National Institute of
Statistics of Romania; the Ministry of Finance of Ukraine, the Mu-
nicipal Council of Chernivtsi; and the National Statistics Office
and the Ministry of Public Finances of the Republic of Moldova.

4. Best international practices on interim financial
reporting

In the economic and financial communication the com-
mon language of accounting rules supports operations re-
lated to the economic development (the case of drawing up
interim financial reports) and the process of converting fi-
gures into economic transactions (the case of using interim
financial reports). Therefore, to maintain the normalisation
of the accounting process it is required to establish a set of
regulations to uniform the criteria based on the presentation
and interpretation of the value of interim financial reports.
These rules, whether general or specific, may derive from
accounting practice and can be established through legisla-
tion (Dumitrescu, 2008).

In such a case, we talk about the normalisation of accoun-
ting practices specific to Anglo-Saxon countries: it is devoid of
normative reference systems influenced by operational prac-
tice. Accounting rules that define the procedures highlighting
economic valuation stemming based on best practices are fully
recognised by professional accountants, who come encoded
by professional authoritative bodies, in compliance with the
best financial and economic doctrines (Mates & Grosu, 2007;
Mates et al, 2009; Badicu & Mihaila, 2014).

An example of generally accepted accounting principles
are those that meet the American reality, being encoded by
FASB (Financial Accounting Standards Boards), issued by en-
tities and associations such as AICPA (American Institute of
Certified Public Accounting). Such principles are applied both

ACCOUNTING, ANALYSIS AND AUDIT

through the recognition from accredited professional accoun-
tants and through constant assessment of their validity in re-
lation to specific issues arising continuously, showing a high
flexibility (Megan et al, 2002).

In this case, we talk about the normalisation of legal-
ly regulated accounting, which is characteristic of a coun-
try where the legislature has a duty to develop general ac-
counting rules and defines aspects of economic and finan-
cial communication. Drafting the interim financial statements
it is present through a set of rules and refers only to the «nor-
malization» schemes and interim financial reporting struc-
tures or values presented in financial reports.

This entails a reduced flexibility of such a system of ac-
counting regulation, which eliminates the possibility of sup-
porting rapid changes that may occur due to the need to
solve new accounting problems, questioning the role of the
statutory allocation of the Romanian accounting legislature.
Also, it should be Kept in mind that writing and drafting the
interim financial statements is an extremely complex task.

5. Specific aspects regarding interim financial
statements in the Romania-Ukraine-Moldova board area

5.1. Interim financial reporting in Romania

Every year, Romania standardises the relevant regulation
issues to determine the form and the terms of interim finan-
cial reports which are to be prepared and submitted to the
country’s territorial units by the Ministry of Public Finance.
The adopted amendments repeal the previous norms. The
country’s accounting reporting system is applicable to per-
sons who apply the accounting regulation in annual individual
and consolidated financial statements.

As such, the national regulation in Romania is not issued
in the sense of IFRS, therefore reports are not regulated in
terms of IAS 34 interim reporting.

Currently, the financial position data available in the in-
terim reporting in Romania do not include explanatory notes.
Deviations from accounting principles and valuation me-
thods, alternative accounting treatment (including their ef-
fects and cost based on adopted assessment, adjustments
to the application of alternative accounting treatment, their
impact on the outcome, their content, scope and manner of
application), interest included in the production cost of fixed
assets and assets with long manufacturing cycle are not re-
flected in the interim financial reports in Romania.

5.2. Interim financial reporting in Ukraine

Despite the formality of the adoption of IFRS in Ukraine,
SNC is substantially different from IFRS. Theoretically, IFRS
and SNC must be identical. Ukraine adopted IFRS only by
name. However, for full adoption and conversion to IFRS,
Ukraine should write the text of IFRS in Ukrainian laws. Laws
that Ukraine adopted were based on IFRS, yet they were not
direct translations. There are many omissions, changes and
additions to the text comprising SNC.

The Ukrainian legislation does not reflect the efforts of the
IASB and UFPAA to keep the IFRS texts updated, therefore
we observe certain differences, especially with regard to the
disclosure of intangible assets (Cosmulese et al., 2016). This
creates individual differences between SNC and IFRS, which
has a significant effect on the final results of both accounting
frameworks. Some significant differences are listed below in
order of their adoption.

Chapter IV, Article 11.2 of the Law of Ukraine «On Ac-
counting and Financial Reports» states that the financial
statements, annual and interim should include a balance
sheet, an income statement, a cash flow statement, and a
statement of equity and notes.

5.3. Interim financial reporting in Moldova

The first step towards harmonization of the accountingin
Moldova with regard to the requirements of a market econ-
omy was the adaptation of the Accounting Law No. 426 - XII
in 1995. This Law provides fundamental rules in this field
with the aim of establishing a legal accounting frame-
work, i.e. the accounting system with its components: the
chart of accounts, the form and content of financial re-
ports (unique for all businesses except financial and ban-
king institutions).
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According to D. Grumeza (2003), Moldova occupies a
leading position in developing and implementing the reform
of accounting and auditing at the regional level if we con-
sider the former Soviet republics. This process was main-
ly achieved due to technical assistance from USAID, which
financed the project on the accounting reform in Moldova
(MARP), and the Institute of Management (EWMI), nonpro-
fit organisation of the Soros Foundation, in the development
and promulgation of the following official Acts:

e 23 National Accounting Standards (SNC), most of which are
based on International Accounting Standards;

¢ 10 Interpretations of the National Accounting Standards;

¢ 36 National Auditing Standards, developed based on the
International Standards on Auditing;

e the Code of Professional Conduct for Auditors and Ac-
countants based on the IFAC Code of Ethics for Professio-
nal Accountants Professional.

This new system of accounting regulation, obviously
based on the Anglo-Saxon accounting and IAS, officially en-
tered into force on 01 January 1998 (in addition to the frame-
work of existing accounting).

6. Case study: Romania, Ukraine and Moldova

Concern for the interim financial reporting analysis is ge-
nerated by the fact that each economic agent must grant stra-
tegic sources of information.

The conducted research is of exploratory nature. In it, we
used a typical observation-questionnaire tool, through which
we studied the main aspects regarding the opinions/attitudes
of operators practicing Interim Financial Reporting, subject
to national accounting standards in accordance with IAS 34.
The research is carried out across borders, taking place in
Romania, Ukraine and Moldavia (Figure 1).

The majority of the companies included in the study have
trade and services as a field of their activity. Yet, in the case
of the respondents from Ukraine, we observe the predomi-
nance of companies engaged in the field of industry and the
trade (Figure 2).

Regarding the types of companies included in the sur-
vey, limited liability companies prevail in both Romania
and Moldova. In the case of Chernivisi region (Ukraine),

Fig. 1: Map of the companies
in the Romania - Ukraine - Moldova border region
Source: Own processing based
on official data of Romania, Ukraine and Moldova

Fig. 2: The distribution of respondents by areas of activity
within the period between July 2015 and February 2018
Source: Compiled by the authors

the distribution of the respondents by the five catego-
ries shows that the main types of businesses are general
partnerships, limited partnerships, joint-stock companies,
companies limited by shares and limited liability compa-
nies, which are relatively balanced (Figure 3). Distribution
of respondents by employment category of companies is
presented in Figure 4.

6.1. Analysis of correlated variables that quantify the
impact on costs and benefits

To describe the interdependence between costs and be-
nefits anticipated by respondents to implement interim finan-
cial reports, we used a non-parametric correlation test, i.e.
Spearman’s correlation. It opted for this type of analysis be-
cause to prepare the questionnaire we mostly used ordinal
scales (Table 1).

The analysis of the correlation coefficients to deter-
mine the variables that quantify the impact on the obtained
costs and benefits of the implementation of interim finan-
cial reporting values can be seen as tending towards zero,
which indicates a lack of correlation between the variables.
This indicates that the interviewed respondents do not as-
sociate any symmetric change in the company’s costs to
the benefits following the implementation of the interim fi-
nancial reports. That aspect encourages the promotion of
this type of reporting among economic operators.

It should be noted that we made an analysis of the cor-
relations between the variables aimed setting up the interim
financial report in accordance with IAS 34 and the variables
related to costs and benefits. In doing this we were not able
to identify significant and strong correlation between the va-
riables.

6.2. Analysis applied to the categories of questions aimed
at setting up the structure of interim financial reports in
accordance with IAS 34 (Table 2)

Applying the method of analysis of the main components
led to distinguishing three types of respondents. The matrix

Fig. 3: Distribution of respondents by types of companies
within the period between July 2015 and February 2018
Source: Compiled by the authors

Fig. 4: Distribution of respondents
by employment category of companies within the period
between July 2015 and February 2018
Source: Compiled by the authors
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Tab. 1: Spearman correlation coefficient values

Source: Compiled by the authors

component recaptured by the Varimax rotation method shows

three categories in which the obtained results are grouped for

the questions aimed at the structure configuration of interim

financial reports in accordance with IAS 34:

1. Respondents whose vision of the content of interim fi-
nancial reports is oriented towards detailing the organisa-
tion’s internal events that have a financial impact. Accor-
ding to their vision, interim financial reports should con-
tain information on:

¢ the effect of changes in the composition of the entity during

the interim period including business combinations, obtai-

ning or losing control of subsidiaries and long-term invest-
ments, restructuring and discontinued operations;
issuances, repurchases and repayments of debt and equity;
the seasonality or cyclicality of interim operations;

changes in contingent liabilities or contingent assets;

loan default or breach of a loan agreement that has not been

remedied on / or before the end of the reporting period;

e the nature and amount of items affecting assets, liabilities,
equity, net income or cash flows that are unusual because
of their nature, size or incidence;

ACCOUNTING, ANALYSIS AND AUDIT

2. Respondents whose vision of the
content of interim financial reports
is oriented towards providing the
materials reflecting the market value
of the organisation and explanatory
notes on positioning the organisa-
tion in the external environment. For
this category of respondents, inter-
im financial reports should contain
information on:

e acquisitions and disposals of items of
tangible assets;

¢ reduction of the amount of inventories
to the net realizable value and the re-
sumption of this reduction;

e recognition of impairment losses on
tangible assets, intangible assets, or
other assets, and the reversal of such
losses;

e effects of economic turmoil and mar-
ket conditions, liquidity or difficulties of any continuity is-
sues, together with management plans to address them;
an explanation of events and transactions significant to
understanding the changes in financial position and per-
formance of the entity at the end of the last reporting pe-
riod;
commitments for the purchase of tangible assets after com-
pletion of the interim period;

. Respondents whose vision is geared towards simplifying

the presentation of the organisation’s financial situation.
For this category of respondents, the interim financial re-
ports should contain simplified information related to:
profit or loss and other comprehensive income;
changes in equity;
financial position;
cash flows.

An important support could be offered by interim re-

ports and strategic decisions of the company. In more than
70% of cases, the respondents said that this benefit could
be obtained with either a high or very high degree of con-
fidence.

Tab. 2: The matrix component in the categories of questions aimed at setting up the structure
of interim financial reports in accordance with IAS 34

Source: Compiled by the authors
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Most respondents also agree that interim reports contri-
bute positively to the reflection of the real value of the com-
pany (Figure 5).

With regard to how the provided accounting information im-
pacts the importance of interim reports, the respondents stated
that such reports can be an important tool in decision-making,
investment and development (Figure 6). The results show that
more than a third of all the respondents in Romania, Moldova

and Ukraine regard accounting information within interim re-
ports as of great importance for the decision-making, invest-
ment and development. A main difference can be found in the
answers of the Ukrainian respondents among whom no one re-
garded abovementioned issue as little or very little important.
Based on the percentage distribution of the assessment
of the effects, benefits, decisions, and advantages derived
from information provided in interim reports by the Romanian

and Moldovan respondents (Figure 7), we were able to estab-
lish a distribution close to normal, with a maximum frequen-
cy of 40%-60%. In the case of the Ukrainian respondents, the
distribution is strongly asymmetric, with high frequency at the
level of 60%-80% and 80%-100%.

Fig. 5: Distribution of respondents according
to the extent that appreciates the importance
of accounting information provided by interim reports
to reflect the real value of the company within
the period between July 2015 and February 2018
Source: Compiled by the authors

Fig. 7: Distribution of respondents according
to the proportion in which they consider
the effects, benefits, decisions and advantages derived
from information reflected in interim reports in the period
between July 2015 and February 2018 to be important
Source: Compiled by the authors

7. Conclusions

Based on the current research, we can specify the essen-
tial elements in the definition of interim financial reporting of
companies and its implications for managerial decisions. Fol-
lowing the conducted analyses, we assume that interim finan-
cial reporting implies the existence of a financial system in
the company, to ensure reporting frequency, maintaining high
quality, which is the foundation of the decision-making pro-
cess that reacts promptly to all challenges and changes in the
economic, social and political environment.

For similar reasons, the former socialist countries, for
example Albania and Poland, in order to accelerate the tran-
sition to a market model of economic development have
adopted IAS to create their own national standards which
are based largely on the international ones.

In conclusion, it can be ascertained that companies in the
Romania-Ukraine-Moldova border region, although situated
in a region with a high potential for development and inves-
tment, face specific economic and political differences in cul-
ture and mentality.

Fig. 6: Distribution of respondents according
to the extent of the importance of accounting information
within interim reports for the decision-making,
investment and development
in the period between July 2015 and February 2018
Source: Compiled by the authors
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