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Purpose - The overall aim of this paper is to build upon earlier research by examining to what 

extent firms listed on Nasdaq OMX Stockholm comply with disclosure requirements of IAS 

36 paragraph 134. The second aim is to examine what variables affect the compliance level of 

these firms. 

Methodology - A sample of 90 firm’s annual reports and disclosure notes are surveyed from 

2006 to 2016, and aggregated compliance scores are determined and analysed using 

quantitative statistical methods. The dependent variable is compliance with disclosure 

requirements of IAS 36 paragraph 134. The independent variables are size, industry, audit 

firm, leverage ratio, profitability ratio, learning, and the 2008 financial crisis. 

Findings - The results show that firm’s compliance levels with IAS 36 paragraph 134 have 

increased from 2006 to 2016, but they are still low compared to what the standard requires. 

There is not a significant increase in compliance levels during the crisis, therefore the 2008 

financial crisis cannot be seen as a determinant factor of compliance with the disclosure 

requirements. The results show that larger firms and firms with higher leverage- and 

profitability ratios comply to a greater extent with the standard. Further, the type of industry 

in which the firm operates in affected the compliance level.  

Keywords - Impairment testing of Goodwill, IAS 36 paragraph 134, Compliance, Financial 

Reporting.
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1. Introduction 

The International Accounting Standards Board (IASB) is the independent standard setter of 

the International Financial Reporting Standards (IFRS) foundation, it issues standards but 

aims also to ease comparable information. IFRS has been introduced in several countries, it 

was adopted in Sweden early 2005 and is mandatory to be followed by all listed companies 

(IFRS a, 2016). Since investors are typically not part of the management, they are to be kept 

informed as a crucial part of the organisation. It is therefore important to be able to distinguish 

whether the financial statements are based on empirical evidence or merely wishes (Bloom, 

2009; Carlin and Finch, 2011). The complexity of adopting the same IASB standard in 

different countries is an ongoing debate for this main reason. 

 

One of the most critical aspects when implementing an IASB standard is the impairment 

testing procedures, because of the complexity and the difficulty to evaluate this in a fair way 

as required by the standard (Izzo et al., 2013; Carlin and Finch, 2010, 2011; Bloom, 2009). 

There is certain doubt as to whether impairment actually has the ability to give a fair view of a 

company. Doubt is also expressed regarding if it provides reliable information for investors 

and the financial market, as it is of controversial nature both in terms of reporting and 

quantification (Izzo et al., 2013; Bloom, 2009).  

 

In recent years, intangible assets, such as goodwill, have become one of the most important 

assets in companies (Bloom, 2009; Jennings et al., 1996). Goodwill is by many, described as 

the extra value a company gets because of, for instance, reputation and good contacts within 

the industry (Seetharaman et al., 2006). Investors are widely focusing on goodwill 

information to get a clear understanding of the organisations standings, when taking 

investment decisions (Sun and Zhang, 2017). Therefore, that the practice of goodwill from a 

conceptual foundation has led to significant chaos and change in practice, after its importance 

being acknowledged, has come as no revelation (Carlin and Finch, 2010). Mostly because 

goodwill is immeasurable and requires extra work (Seetharaman et al., 2006). As a result, a 

development of the financial reports is required to show a clearer picture of the assets and the 

balance sheet. A part of this problem for standard setters has for a long time been the goodwill 

evaluations. Conflicting ideas about the measurement of such ambiguous term have led to the 

ongoing debate of goodwill, these ideas failing to show a fair view of it (Watts, 2003; Carlin 

and Finch, 2010).  
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 Compliance with IAS 36 

The transition to IFRS’s standard (IFRS 3) is the latest chapter of goodwill’s story (Carlin and 

Finch, 2010). IFRS 3 specifies how a business combination should be recognized in the 

acquiring company’s financial statements (IFRS b, 2011). Recently, impairments of goodwill 

have increased in frequency and it is believed to be the most sensitive asset that affects a 

firm’s decline in value (Darrough et al., 2014; Filip et al., 2015). Therefore, it is important 

that organisations leave as much information as possible to get a clear and right idea of the 

organisation’s standings (Darrough et al., 2014). However, IAS 36 paragraph 134, which is 

the standard IFRS 3 refers to regarding impairment testing of goodwill, is problematic and 

challenging (Hoogendoorn, 2006). Standard setters for impairment tests of goodwill have 

rejected the classic system based on “capitalise and amortise”. Instead, IFRS has approached a 

“capitalise and test for impairment” system (Carlin and Finch, 2010). The main characteristic 

with this new standard is the bizarre complexity it comes with, leaving preparers of financial 

statements with a complex and challenging voyage through it (Carlin and Finch, 2011; Bepari 

et al., 2014). Prior research and users of the standard for impairments of goodwill reporting 

reveal a certain concern towards it, meaning that it might mislead the results away from a 

clear string of logic (Lonergan, 2007).  

 

Studies argue that managers deliberately manipulate or postpone impairments of goodwill, 

resulting in a lack of quality in the disclosures (Sun and Zhang, 2009). Managers believe the 

impairments will lead to negative consequences for the company, such as lower bond credit 

ratings and stock prices as well as lower compensations for CEOs (Sun and Zhang, 2009; 

Ramanna and Watts, 2012; Li and Sloan, 2015). There are also studies showing that investors 

believe these impairments are a decline in performance for the coming years (Li et al., 2011; 

Sun and Zhang, 2009). Because of these reasons, managers tend to be opportunistic when 

evaluating impairment tests of goodwill (Watts, 2003). There seems to be an assumption that 

compliance is achieved although lack of quality in disclosures appears due to this 

opportunistic impairment testing (Watts, 2003; Carlin and Finch, 2010, 2011). However, it is 

proved that a vast majority of organisations do not equate compliance of IAS 36 and 

disclosures (Bepari et al., 2014; Glaum et al., 2013). This has led to a compliance degree 

debate that has for long been neglected. 

 

Studies show that although companies’ reporting of impairment testing of goodwill has 

improved in recent years, regarding compliance with disclosure requirements of IAS 36, the 
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reporting is still inadequate (Izzo et al., 2013; Carlin and Finch 2010). A study of New 

Zealand and Australian firms conclude that large firms have low levels of compliance 

regarding accounting standards of goodwill (Carlin and Finch 2010). The research suggests 

that the organisational response of this standard weakens the key characteristics under IFRS 

which are consistency and comparability, suggesting that opportunistic behaviour towards 

impairment testing is observable. Another study examining how Danish firms implement 

goodwill impairment testing, conclude that changes must be made in the standard since it 

leads to the known degrees of non-compliance and divergence (Petersen and Plenborg 2010). 

The extent of organisations’ degree of compliance with disclosure requirements of the 

required standards is considered to substantially influence, but in this case the lack of 

compliance is considered to reduce the usability of financial statements (Carlin and Finch, 

2010). The focus of this paper is therefore based on this issue. 

 

The arguments mentioned above affecting impairment testing of goodwill according to IAS 

36 have a substantial effect on firms and their investors. Unbalanced compliance downsizes 

the ability of consistent standards to reduce the information risks and costs, this explains the 

importance of compliance (Ball, 2006). Since compliance levels are lower than expected by 

the disclosure requirements of IAS 36, this is an issue to be examined in different cultural 

conditions. Enforcement is to be implemented effectively in order to prevent even the best 

standards from turning out to be unproductive (Hope, 2003). Prior studies focus on examining 

the impact of different firm characteristics on compliance with IAS 36 (e.g. Bepari et al., 

2014; Lopes and Rodrigues, 2007; Hartwig, 2013; Dumontier and Raffournier, 1998). 

Therefore it is of interest to test in this study how different variables affect the compliance 

level of firms listed on Nasdaq OMX Stockholm. The variables are firm size, industry 

classification, audit firm, leverage ratio, profitability ratio, learning throughout the years, and 

the 2008 financial crisis. 

 

 Purpose and Limitations 

The overall aim of this paper is to build upon earlier research by examining to what extent 

firms listed on Nasdaq OMX Stockholm comply with disclosure requirements of IAS 36 

paragraph 134. The second aim is to examine what variables affect the compliance level of 

these firms. 
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This paper is limited to the impairment testing of goodwill according to IAS 36 paragraph 

134, since the issue is a major topic of an ongoing debate. This paper examines the degree of 

disclosure on goodwill impairments in the Swedish context, and the firms that are compelled 

to follow the standard are listed firms. The research of this paper is based on the analysis of 

the annual reports from 2006 to 2016 of listed firms on Nasdaq OMX Stockholm. The paper 

is limited to: 

 
 Firms listed all eleven years. 

 Firms with reported goodwill all eleven years. 

 Firms with published annual reports for 2016 before the 2nd of May 2017. 

 
2. Literature Review 

According to Giuliani and Brännström (2011) there is no definite description of what 

goodwill is, it is mainly referred to as a “black box” by many researchers. Bloom (2009) 

refers to it as perhaps the most complex asset a company can have and the most difficult to 

calculate. Seetharaman et al. (2006) agree on this and relate to the fact that it is an 

immeasurable term. They define goodwill as the value a firm gets from good contacts, 

reputation and a well-located business. In some firms, Giuliani and Brännström (2011) 

explain that goodwill might be accounted for as a trademark, while in other firms it might be 

based on intellectual capital. What makes goodwill a complex and difficult issue to interpret is 

the fact that it is made up of different components (Giuliani and Brännström, 2011).  

 
According to Giuliani and Brännström (2011) and Eriksson (1974), goodwill is accounted for 

in different ways, which is the reason why it is known to be such an ambiguous term. Another 

characteristic with goodwill, Bloom (2009) and Eriksson (1974) describes, is that it can be 

divided into two types, internally generated or acquired. The internally generated goodwill 

cannot be included in the calculations since it is not possible in accordance with double-entry 

bookkeeping. This means that only one type of goodwill is to be considered, the acquired one 

(Bloom, 2009). Therefore this paper accounts only for acquired goodwill. Eriksson (1974) 

further explains that there are two types of acquired goodwill: subsidiary goodwill and 

integration goodwill. These two types are to be accounted for differently. Subsidiary goodwill 

refers to the intangible assets that cannot be distinguished from the acquired firm, but are its 

future profits. While integration goodwill is referred to as the expectation the parent firm has 
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to achieve future economic benefits by improving its earnings, it is also known as a 

synergistic effect.  

 
Intangible assets, such as goodwill, have increased in importance in modern economy 

(Bloom, 2009). IAS 36 is mainly introduced to implement mandatory disclosures for 

impairment tests in order to enhance transparency and comparable information (Li et al., 

2011). The transition to IAS 36 is however underestimated by listed firms regarding the 

complexity, effects, and costs it comes with according to Hoogendoorn (2006). He further 

affirms that one of the most challenging issues with the transitions to IAS 36 are goodwill 

impairment tests. The major complexities include identifying cash-generating units (CGU) 

and assigning goodwill to these, calculating the recoverable amount, selecting a method for 

the impairment test, and finally identifying appropriate assumptions and key estimates 

(Hoogendoorn, 2006; Bepari et al., 2014). A CGU and recoverable amount is defined by IAS 

36 as:  

 
“A cash-generating unit is the smallest identifiable group of assets that generates cash 

inflows that are largely independent of the cash inflows from other assets or groups of assets” 

(IAS 36, 2010, p.2). 

 
“The recoverable amount of an asset or a cash-generating unit is the higher of its fair value 

less costs to sell and its value in use” (IAS 36, 2010, p.3). 

 

IAS 36 (2010) proceeds by explaining what is to be disclosed for the case of goodwill in 

paragraph 134, a more detailed table with the required disclosures is found in appendix A: 

 

 Goodwill’s carrying amount. 

 Intangible assets’ (with indefinite useful lives) carrying amount. 

 The method used to determine the recoverable amount. 

 If the recoverable amount was determined using “value in use”, certain descriptions 

are needed to disclose. 

 If the recoverable amount was determined using “fair value less costs to sell”, certain 

descriptions are needed to disclose. 

 If changes in the key assumptions which management used to determine the 

recoverable amounts would result in the carrying amount exceeding the recoverable 

amount, then certain descriptions are needed to disclose. 
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According to IAS 36 (2010) acquired goodwill is to be tested for impairment at least annually, 

or whenever indications for impairments exist. Eriksson (1974) explains that it is important to 

differentiate between subsidiary- and integrated goodwill since goodwill is allocated to a 

CGU. Each type of goodwill is accounted for in different ways to a CGU, a CGU for 

subsidiary goodwill represents the entire subsidiary, and a CGU for integrated goodwill 

represents the parent firm including the subsidiary. If goodwill’s carrying amount is higher 

than its recoverable amount, an impairment loss is required according to IAS 36 (2010). 

 

 Hypothesis Development 

The new standard for goodwill impairment testing requires that managers calculate what 

goodwill is really worth (Li and Sloan, 2015; Holthausen and Watts, 2001). Impairment tests 

of goodwill are mainly subjective, companies prepare the financial statements with their own 

interpretations which means that they become uncontrollable and open for manipulation (Li 

and Sloan, 2015; Hoogendoorn, 2006; Hartwig, 2013). When management’s own 

interpretations appear in the financial statements, Hoogendoorn (2006) asserts that 

diversification will tend to exist. Earlier studies have shown that since the impairment tests of 

goodwill cannot be verified and the fact that managers tend to overrate assets and results, this 

allows for managers to postpone goodwill impairments (Li and Sloan, 2015; Watts, 2003; 

Ramanna and Watts, 2001). Further, Li and Sloan (2015) note that managers tend to postpone 

this for too long, resulting in a loss of goodwill’s benefits. On the other hand, Li et al. (2011) 

argue that impairment tests make it possible for investors to access corporate information.  

 

Goodwill impairments are of importance for companies’ financial statements as well as for 

investors and readers of the financial reports, since they provide more valuable information 

(Petersen and Plenborg, 2010). The implementations of IFRS’ standards also make it easier 

for investors to access information about the company and its actions (Lhaopadchan, 2010). 

However, there are still problems with this since Street and Bryant (2000) affirm that previous 

studies prove that the level of compliance by firms asserting to comply with the requirements 

of IAS is somewhat mixed. Prior studies (e.g. Bepari et al., 2014; Street and Gray 2002; 

Lhaopadchan 2010; Carlin and Finch, 2010) agree on this, adding that this is true even for 

firms asserting to comply with the disclosure requirements of the accounting standard for 

impairment testing of goodwill, IAS 36. 
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Preparers of financial statements have disclosure requirements in IAS 36 paragraph 134 to 

comply with. This paper uses compliance with the disclosure requirements as the dependent 

variable since it measured the extent to which preparers comply with IAS 36 paragraph 134. 

The following independent variables are used to examine the effects they have on the 

dependent variables: firm’s size, industry classification, audit firm, leverage ratio, profitability 

ratio, learning throughout the years and the impact of the 2008 financial crisis.  

 

Size 

The political cost theory asserts that large firms are known to be politically more noticeable, 

as a result the political cost tends to be higher for larger firms. In order to reduce this cost, 

firms will opt to disclose more information (Watts and Zimmerman, 1990; Lopes and 

Rodrigues, 2007; Cooke, 1989). Further, Bepari et al. (2014) explain that due to the 

augmentation of disclosures, lower levels of information asymmetry are observable among 

large firms. Watts and Zimmerman (1990) even relate to the fact that it is less costly for larger 

firms to disclose information than for smaller firms. 

 

Prior studies conclude that the size of a firm has a positive relationship with the degree of 

compliance with disclosure requirements (Dumontier and Raffournier, 1998; Watson et al., 

2002; Hartwig, 2013; Lopes and Rodrigues, 2007; Cooke, 1989; Ali et al., 2004). However, 

there are studies that conclude that size and compliance levels do not have a positive 

relationship (Bepari et al., 2014; Petersen and Plenborg, 2010; Street and Bryant, 2000). The 

studies mentioned above use different proxies to examine the variable size. Cooke (1989) 

explains that there are diverse ways of measuring a firm’s size, but that it does not make any 

difference which one is chosen in a study. The following table summarizes the different 

proxies that are used: 

 
 
 
 
 
 
 
 
 
 
 
 

Table 1. Prior studies’ proxies for firm size. 

 Total assets Net Sales 
Cooke, 1989 X X 
Dumontier and Raffournier, 1998 X X 
Street and Bryant, 2000  X 
Watson et al., 2002 X  
Ali et al., 2004 X  
Lopes and Rodrigues, 2007 X X 
Petersen and Plenborg, 2010  X 
Hartwig, 2013  X 
Bepari et al., 2014 X  
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Hence, studies show a higher tendency towards a positive association between the variables 

size and compliance with disclosure requirements. Therefore, the hypothesis developed is: 

 

H1. Firm size and compliance with disclosure requirements of IAS 36 paragraph 134 have a 

positive correlation. 

 

Industry 

The institutional theory relates to the obvious assumptions that firms act within, and how 

firms choose to act based on the expectations from external parties, according to Dillard et al. 

(2004). The institutional theory’s main point is that companies in the same population act 

within the same social norms affecting them (Lopes and Rodrigues, 2007; DiMaggio and 

Powell, 1983). Namely, companies will tend to adopt strategies that other firms in their 

industry consider legitimate and disclose similar financial information (Carpenter and Feroz, 

2001; DiMaggio and Powell, 1983). Concluding, companies adapt to external expectations 

affecting them, resulting in companies from the same industry imitating each other due to the 

institutional pressure (Carpenter and Feroz, 2001; DiMaggio and Powell, 1983; Dillard et al., 

2004; Lopes and Rodrigues, 2007).  

 

Previous studies show mixed results regarding the relationship between firms’ compliance 

with disclosure requirements of IAS 36 and the type of industry. The studies that find no 

significant relationship between industry and the level of compliance are the studies of Street 

and Bryant (2000), and Lopes and Rodrigues (2007). Hartwig (2013), Bepari et al. (2014) and 

Meek et al. (1995) on the other hand, find a positive relationship. The study conducted by 

Bepari et al. (2014) even shows that organisations in goodwill intensive industries have lower 

levels of non-compliance, compared to organisations in other industries. This is explained by 

the fact that some industry types are more goodwill sensitive and can therefore be more 

correlated to compliance with IAS 36. The mixed results from previous studies do not 

illustrate a clear direction for the hypothesis, but along with previously described theories a 

relation is assumed to exist. The hypothesis developed is: 

 

H2. The industry type in which the firm operates affects the firm´s compliance with disclosure 

requirements of IAS 36 paragraph 134.  
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Audit Firm 

Since goodwill impairment losses are subjective, it is required that firms disclose more 

information to investors in order to facilitate understanding. If disclosures are lacking, agency 

costs will appear. This agency cost is however minimized since auditors are engaged in fully 

complying with IFRS (Ramanna and Watts, 2012; Lhaopadchan, 2010). Auditors’ 

engagement is so substantial they risk being too involved in the preparation of the financial 

statements they are going to audit, Hoogendoorn (2006) explains. This is explained by the 

complexity of the standards since smaller listed firms might lack the competence. The same 

logical assumption is assumed within audit firms, meaning that different audit firms might 

vary when it comes to performance (Bepari et al., 2014). Big audit firms have a larger range 

of expertise and reputation, which smaller audit firms might lack (Khlif and Achek, 2016). 

IASB sets an invisible pressure on auditors, according to Hoogendoorn (2006), by setting up 

international coordination systems to reduce the risks of diversification when interpreting and 

applying IFRS in order to accomplish consistency. IASB sets these coordination systems so 

that Big-4 auditors have only one interpretation from an IFRS standard. Big-4 auditors have 

therefore developed globally applicable IFRS worksheets to be followed when IFRS issues 

are not clear, Hoogendoorn (2006) adds. 

 

Several studies conclude that there is a positive correlation between a high degree of 

compliance with disclosure requirement in IAS and to be audited by Big-4 auditors (Khlif and 

Achek, 2016; Street and Bryant, 2000; Hodgdon et al., 2009; Glaum et al., 2013; Bepari et al., 

2014). However, other studies have concluded that there is no correlation between compliance 

and audit firm (Ali et al., 2004; Carlin et al., 2009). On the other hand, Lopes and Rodrigues 

(2007) find no empirical evidence to prove their hypotheses that there is a positive correlation 

between a higher compliance level and being audited by a large audit firm. Considering prior 

studies that have shown a tendency for a substantial correlation between the two variables, the 

hypothesis developed is: 

 

H3. To be audit by a Big-4 audit firm and compliance with disclosure requirements of IAS 36 

paragraph 134 have a positive correlation. 
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Leverage Ratio  

Ramanna and Watts (2012) claim that when firms complete an impairment test of goodwill, 

information asymmetry between managers and investors can arise. Mostly because managers 

withhold private corporate information from investors, leading to agency costs. Further, 

Lopes and Rodrigues (2007) assert that if companies disclose more information and comply to 

a greater extent with international accounting standards, this will reduce both agency costs 

and information asymmetry. Agency theory implies that firms with high leverage ratios have 

a higher propensity to comply with international accounting standards and disclose more 

information in favour of its debt holders and trustees (Watson et al., 2002; Bepari et al., 2014; 

Lopes and Rodrigues, 2007; Dumontier and Raffournier, 1998). When increasing disclosure 

levels, cost of capital and investor’s concern is reduced (Watson et al., 2002). 

 

Prior studies that examine this variable find mixed results. Studies find no correlation between 

firm’s leverage ratio and compliance with disclosure requirements of IAS (Hodgdon et al., 

2009; Bepari et al., 2014; Dumontier and Raffournier, 1998), while Lopes and Rodrigues 

(2007) find a positive correlation. Meanwhile, other studies conclude mixed results in their 

studies. For example, Watson et al. (2002) concluded that the correlation is only observable in 

certain years, Hartwig (2013) conclude that there is a negative correlation in Dutch firms but 

none on Swedish firms. Since agency theory deduces a positive correlation between leverage 

ratio and disclosure levels, while prior studies reveal mixed results, the hypothesis developed 

is: 

 

H4. Firm's leverage ratio and compliance with disclosure requirements of IAS 36 paragraph 

134 are correlated. 

 

Profitability Ratio 

Li et al. (2011) assert that impairments of goodwill serve as a clear declaration that the 

company’s future profitability is being deteriorated. Bepari et al. (2014) explain that for 

calculating impairment tests of goodwill, present and future cash flows are taken into 

consideration. In these cash flows, profitability is a main determinant. Therefore, information 

must be disclosed in order to complete the calculations. The signalling theory explains that 

when information asymmetry exists due to firms withholding information from investors, it 

may be reduced by signalling information from one party to another (Watson et al., 2002). 
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Firms with favourable profitability tend to comply more with the disclosure requirements of 

IAS for signalling purposes, this reduces management’s incentives to manipulate earnings 

(Bepari et al., 2014; Dumontier and Raffournier; 1998; Glaum et al., 2013) and improves the 

firm’s value in the stock market (Ali et al., 2004). 

 

Prior studies examining compliance with disclosure requirements and profitability ratio have 

shown mixed results. Some studies conclude that there is no correlation between the 

profitability ratio of a firm and its compliance level with IAS (Street and Gray, 2002; Street 

and Bryant, 2000; Meek et al., 1995; Dumontier and Raffournier, 1998; Hartwig, 2013). Other 

studies however conclude that there is an association between the two issues (Bepari et al., 

2014; Hodgdon et al., 2009; Ali et al., 2004). Due to a high degree of contradictions between 

the theoretical and the practical, this paper does not predict what type of correlation there is 

regarding the profitability ratio of a firm and the degree of compliance with IAS 36 paragraph 

134. 

  

H5. A firm’s profitability ratio and the degree of compliance with disclosure requirements of 

IAS 36 paragraph 134 have a correlation. 

 

Learning 

From previous studies, there is clear evidence that the mean score level of the quality of 

disclosures for goodwill impairments has increased considerably, regarding compliance with 

disclosure requirements of IAS 36. This results in a greater sensitivity of companies willing to 

provide a more transparent process for its investors when assessing the impairment tests (Izzo 

et al., 2013). From the introduction of IAS in 2005, the learning of the applicable standards 

has increased and played a major role since firms’ degree of compliance has positively been 

affected (Peng et al., 2008; Carlin and Finch, 2010; Bepari et al., 2014; Izzo et al., 2013). The 

hypothesis developed is: 

 

H6. Disclosure requirements in line with IAS 36 paragraph 134 will be complied with to a 

higher extent in 2016 than in 2006. 
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2008 Financial Crisis 

The economic disturbance theory asserts that economic disturbance can result in a change in 

the practice of financial reporting due to changes in frameworks and the uncertainty the future 

holds (Gort, 1969; Bepari et al., 2014). The theory aims to explain that economic disturbance 

displays a less predictable future, since information from the past becomes less relevant for 

future predictions therefore more disclosures are necessary. The theory can be linked to the 

extent to which firms’ compliance level increases due to economic uncertainty (Gort, 1969). 

Goodwill is among the first corporate asset that is written down when a firm’s market value 

declines, since goodwill can be calculated using residual value approach (Bloom, 2009). 

During the 2008 financial crisis, companies were pressured to impair goodwill more than ever 

due to a worsening of firm’s values (Bepari et al., 2014). The financial crisis led to major 

changes in expectations of future performance for companies. Cash flows and financial 

performances that have been prepared before the financial crisis have to be corrected because 

of their inevitable impact on the financial statements. This leads to the increase in 

impairments of goodwill (Izzo et al., 2013). A financial crisis leads to managers 

opportunistically shaping the assumptions and estimations (such as discount- and growth 

rates, forecast periods, and terminal values) in order to avoid goodwill impairments (Watts, 

2003). Further, Bepari et al. (2014) note that the issue of non-compliance related to before and 

during the financial crisis is of major relevance to study in order to determine if the crisis 

affects manager’s assumptions and estimations. 

 

Prior studies conclude that firms in different cultures have increased the degree of compliance 

during the 2008 financial crisis (Bepari et al., 2014; Izzo et al., 2013), and during the 1997 

financial crisis of East Asia (Sutthachai and Cooke, 2009). Therefore, the 2008 financial crisis 

is expected to considerably affect the compliance degree of firms from this study. The 

hypothesis developed to examine this variable is: 

 

H7. There is a positive association between the 2008 financial crisis and the degree of 

compliance with disclosure requirements of IAS 36 paragraph 134. 
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 A Priori Model  

The figure below shows the variables that are examined against firm’s compliance level in 

order to determine if there is a relationship between the dependent variable and the 

independent variables. 

 

 

Figure 1. A priori model. 

 

The variable size is expected to have a positive effect on the compliance level. Since the 

political cost theory and prior studies conclude that larger firms will tend to disclose more 

information, this in order to reduce political cost and information asymmetry. The variable 

industry is expected to have a correlation, but it is not predicted if positive or negative due to 

several contradictions in theory and practice. The variable audit firm is expected to have a 

positive correlation on the compliance level. Since Big-4 audit firms share one single 

interpretation of the standard, this resulting in less diversification in the audits and reducing 

agency costs. The variable leverage ratio is expected to have a correlation with the 

compliance level, but with no prediction if positive or negative. Since the agency theory 

asserts that a higher leverage ratio implies a higher propensity on compliance with IAS, but 

prior studies show negative correlations between the two variables. 

 

The variable profitability ratio is expected to have a correlation, but without a prediction of if 

positive or negative. Since the signalling theory and prior studies conclude different outcomes 

Compliance 
with disclosure 
requirements of 
IAS 36 p.134 

Size 

Industry 

Audit 
Firm 

Leverage 
Ratio 

Profitab-
ility Ratio 

Learning 

2008 
Financial 

Crisis 

Other 



To what extent do firms comply with IAS 36? 

14 
 

of the relationship between the two variables. The variable learning is expected to have a 

positive relationship on the compliance level. Since throughout the years (2006-2016) firms 

will be more transparent with the information released in order to meet investors’ demands. 

The variable 2008 financial crisis is expected to have a positive relationship on the 

compliance level. Because the economic disturbance theory implies that an economic crisis 

will considerably increase firm’s tendency to disclose more information. This paper does not 

study all existing variables that might or might not affect the dependent variable, other 

variables are therefore expected to have an association as well. 

 

3. Research Methodology 

This study extends prior literature by examining if firm’s level of compliance with disclosure 

requirements of IAS 36 paragraph 134 is affected by firm’s size, industry classification, audit 

firm, leverage ratio, profitability ratio, learning throughout the years, and the 2008 financial 

crisis. To examine this, the annual reports and disclosure notes for the listed firms in the 

sample are surveyed and analysed using quantitative statistical methods to identify any 

relationship between the seven independent variables and the dependent variable. In order to 

describe and quantify the phenomena, content analysis is a known systematic and objective 

research method (Bowen, 2009). This has shown to be the most efficient way to examine the 

aim of this study. However, a critical issue in a quantitative study is, according to Raykov 

(2009), reliability that questions if the study would get the same result if tested again or if the 

person gathering the data affects the result. In order to avoid the subjective opinion of one 

author in this study, the data is collected and examined by the two authors. 

 

 Sample and Data Collection  

The study’s sample consists of 90 listed firms (appendix A) on Nasdaq OMX Stockholm 

which disclose goodwill between the years 2006, a year after the release of IFRS’s standard 

IAS 36, and 2016. To determine the sample that is used in this study, first all firms listed on 

Nasdaq OMX Stockholm the 6th of April 2017 (which included 302 firms) are considered. 

Further to narrow it down to the preliminary sample, only the firms listed during the entire 

period from 2006 until the 6th of April 2017 are accounted for, these consist of 172 firms. 

Then, the firms that do not report goodwill all eleven years are excluded. Since learning is one 

variable, the study only accounts for the firms which have a financial year from the 1st of 

January to the 31st of December. Therefore, firms that have a split financial year were 
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excluded from the study to enhance the comparability between the years. The firms that do 

not report in Swedish Krona in the annual reports are excluded as well to avoid currency 

exchange risks. Also, firms that have not released their annual report for 2016 latest on the 2th 

of May 2017 are excluded since no analysis can be made for the missing reports. After all the 

above-mentioned exclusions, the final sample consists of 90 firms. 

 

There are two ways of determining the recoverable amount of goodwill, by using "value in 

use" or "fair value less costs to sell" (IAS 36 paragraph 134). No distinguishment is made in 

firms using one method or the other, both methods are accounted for in this study. Since each 

method requires different disclosure requirements according to IAS 36 paragraph 134, the 

checklist (appendix B) shows that there are a total of 16 disclosure requirements, each 

calculation method having 5 disclosure requirements each.  

  

 Operationalisation of the Dependent Variable 

An aggregated compliance score is calculated for each firm each year based on the disclosure 

requirements shown in appendix B. For each requirement complied with the value of “1” is 

assigned for, the value of “0” if not complied with, and “-” if the requirement is not 

applicable. The value of “1” is only assigned for if the entire requirement is fulfilled. For 

instance, requirement d (iii) (appendix B) states that when using "value in use" to determine 

the recoverable amount of goodwill, the period accounted for in the cash flow calculations 

must be disclosed. But if a greater period than five years is used, an explanation to justify this 

is needed. In this study, if a firm discloses a period longer than five years but has no 

justification for it, a “0” is assigned for that disclosure requirement. The proxy of the 

dependent variable is determined by each firm’s total amount of disclosures divided by the 

total amount of disclosures each firm has yielded the value of “1” or “0”. For example, if a 

firm complies with five disclosure requirements, does not comply with three of them, and 

eight of them are not applicable. The compliance score for this firm is 5/(5+3) = 0,625, that is 

62,5%.  

 

 Operationalisation of the Independent Variables 

Hypothesis 1 states that the size of the firm has a positive correlation with compliance of the 

disclosure requirements. Larger firms are expected to comply to a greater extent with IAS 36 

paragraph 134. The proxy used to measure size is the natural log of net sales. Hypothesis 2 
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stated that the type of industry in which a firm operates, affects the degree of compliance with 

the disclosure requirements. Dummy variables are used for the variable industry, in total there 

are ten different industry classifications in Nasdaq OMX Stockholm. The study accounts for 

eight different industries since no firms from the sample are classified under two of them ("oil 

and gas" and "utilities"). Each industry is assigned to a new variable and is denominated with 

the value of “1” if applicable, and the value of “0” if not applicable (appendix C).  

 

Hypothesis 3 states that there is a positive correlation between the type of audit firm auditing 

the annual reports and the compliance level. This paper distinguishes between Big-4 audit 

firms (KPMG, Deloitte, PWC, and EY), and non-Big-4 audit firms. To measure this variable, 

the value of “1” is assigned to firms audited by Big-4 audit firms, and the value of “0” to 

firms audited by non-Big-4 audit firms. Hypothesis 4 states that there is a correlation between 

the leverage ratio of a firm and the compliance level. The proxy used for this variable is total 

liabilities divided by total assets. Hypothesis 5 states that there is a correlation between the 

profitability ratio of a firm and the degree of compliance. The proxy used for this variable is 

operating profit divided by total equity.  

 

Hypothesis 6 states that firms will comply to a greater extent with the disclosure requirements 

of IAS 36 paragraph 134 in 2016 than 2006 due to learning. In other words, there is a positive 

correlation between compliance and time. In order to examine this variable, each year is 

assigned to a new variable (eleven variables in total) where dummy variables are used. 

Appendix D shows the proxy for each year used to analyse this variable. Hypothesis 7 states 

that there is a positive correlation between firms’ compliance level and the 2008 financial 

crisis. To examine this variable, dummy variables are assigned to four new variables (year 

2006, year 2007, year 2008, and year 2009) and are tested against the compliance score for 

these four years. Where,  

 

Variable 2006: the value of “1” was assigned to year 2006 and value of “0” otherwise.  

Variable 2007: the value of “1” was assigned to year 2007 and value of “0” otherwise. 

Variable 2008: the value of “1” was assigned to year 2008 and value of “0” otherwise. 

Variable 2009: the value of “1” was assigned to year 2009 and value of “0” otherwise. 

 

Appendix E shows the independent variables tested in this study, the proxy used to analyse 

them, and the expected relationship with the dependent variable. 
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 Descriptive Statistics and Correlation Analysis 

The dependent variable examined in this study is compliance with the disclosure requirements 

of IAS 36 paragraph 134. To be able to determine what affects a firm’s degree of compliance, 

the dependent variable is examined against the independent variables. In order to get an 

overview of the data collected, a descriptive statistic of the variables is presented. Descriptive 

statistics is used to describe the numerical measurements of the data in order to determine 

where the centre of the data is and how much the rest of values differ from the centre (Janes, 

1999). In this study, descriptive statistics for the dependent and independent variables are 

determined using the mean, minimum and maximum value, standard deviation, skewness, and 

kurtosis.  

 

Correlation is used to measure the association between two variables and the intensity of this 

association (Mukaka, 2012). To analyse the correlation between the dependent and 

independent variables, a Spearman correlation coefficient test is used in this study. Since the 

variables of this study are skewed and not normally distributed, Mukaka (2012) asserts that a 

Spearman correlation test is to be used.  

 

The correlation coefficient is measured in terms of +1 and -1. The closer the correlation 

coefficient is to the value ±1, the stronger is the association. A positive value indicates a 

positive association, where an increase of the value of one variable will increase the value of 

the other variable. A negative value indicates a negative association, where a decrease of the 

value of one variable will increase the value of the other variable. The closer the correlation 

coefficient is to 0, the weaker the association is. (Mukaka, 2012) 

 

4. Results 

 Descriptive Statistics 

The descriptive statistics for the dependent variable compliance and the independent variables 

size, audit firm, leverage ratio, and profitability ratio are portrayed in appendix F. The 

skewness and kurtosis show that the variables are not normally distributed, in line with 

Azzalini and Valle (1996), in particular the variables audit firm, leverage ratio, and 

profitability ratio. When examining the variables in the descriptive statistics, 17 annual 

reports from a total of 990 (which are 1,7% of the sample) do not have a Big-4 auditor. For 

this reason, this variable is not further discussed in this section since a representative analysis 
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is unable to be made. The dependent variable compliance, the total value for all eleven years, 

show a mean value of 0,634 (appendix F). This value indicates that all 90 firms during the 

eleven year period disclose in average 63,4% of the total disclosure requirements, but still 

there are firms that comply with a 100% while other firms complied with 0%. The disclosure 

requirements with highest compliance levels (appendix G) are e(i) with 91,7%, d(v) with 

90,7%, c with 86,8%, d(iv) with 82,1%, and a with 80,5%. At the same time, the disclosure 

levels with lowest compliance levels are f(iii) with 3,3% and f(i) with 9,8%. 

 

The compliance levels for each year show (appendix H) that during all years there are firms 

disclosing 0% of the disclosure requirements as well as 100%. Except during 2007 where the 

highest percentage is 87,5%. The mean values show a slightly increase in the compliance 

level throughout the years, in 2006 the mean value is 56,3% and in 2016 it increased to 

71,8%. In the years of the financial crisis (2008 and 2009), the mean values are 60% and 

respectively 60,3%. The figure below shows a detailed curve over the mean values for the 

compliance levels. 

 

 

Figure 2. Total average compliance level. 

 

Figure 2 illustrates four different peaks, starting in the financial crisis from 2007 to 2008 

where there is an increase of 2,4 percentages, from 2011 to 2012 there is an increase of 4,6 

percentages, from 2013 to 2014 there is an increase of 2,3 percentages, and from 2015 to 2016 

there is an increase of 3,5 percentages. The figure also illustrates a drop of 1 percentage from 

2012 to 2013. The peaks between 2007-2008 and 2013-2014 are not as significant as the other 
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two peaks. Therefore, a clear change is not noteworthy in the figure during the financial crisis 

(2007-2008). 

 

The independent variable industry shows (appendix I) that the minimum value of compliance 

is 0%, while the highest is 100%. However, the industry type Telecommunications has a 

minimum compliance level of 55% that is far higher than the minimum for the other industry 

types. The industry type Consumer Goods is the industry with the highest mean value of 

69,9%, and the industry type Basic Materials is the industry with the lowest mean value of 

46%.  

 

 Correlation Analysis 

To test the correlation between the dependent variable compliance against the independent 

variables size, industry, audit firm, leverage ratio, profitability ratio, learning, and 2008 

financial crisis a Spearman two-tailed correlation coefficient test is performed. 

 

The highest correlation coefficient is 0,466 between the two independent variables, leverage 

and size (appendix J). The lowest correlation is found at 0,071 between the independent 

variable audit firm and the dependent variable compliance. The table also shows a positive 

correlation between the dependent variable compliance and the independent variables size, 

audit firm, leverage ratio, and profitability ratio. The correlation coefficient between the 

dependent variable compliance and independent variable size is 0,233 significant at the 1% 

level. The correlation coefficient between the dependent variable compliance and independent 

variable leverage ratio is 0,102 significant at the 1% level, and between the dependent 

variable compliance and independent variable profitability ratio is 0,099 significant at the 1% 

level. This means that larger firms, firms audited by a Big-4 audit firm, and firms with higher 

ratios of leverage and profitability were more compliant with IAS 36 paragraph 134. 

 

Appendix K shows the correlation between the dependent variable compliance and the eight 

types of industries that constitute the independent variable industry. The results indicate that 

the correlation coefficient between the dependent variable compliance and industry type 

Financials is the highest with a coefficient of -0,160 at significance level of 1%. It also 

indicates that the lowest coefficient was 0,081 between the dependent variable compliance 

and industry type Consumer Services at significance level of 5%. The table indicates that 

there is a positive correlation between industry types Consumer Goods, Consumer Services, 



To what extent do firms comply with IAS 36? 

20 
 

and Industrials, and the dependent variable compliance. While there is a negative correlation 

between industry types Basic Materials, Financials, and Health Care, and the dependent 

variable compliance. This means that firms categorized as Consumer Goods, Consumer 

Services, and Industrials are more compliant with IAS 36 paragraph 134. 

 

The correlation between the total compliance for all eleven years and each year as a variable 

is shown in appendix L, representing the variable learning. The table shows a significant 

correlation between the years 2006-2009 and 2014-2016. The highest correlation coefficient 

is between the year 2016 and total compliance with a value of 0,153 at significance level of 

1%. The lowest correlation coefficient is between 2008 and total compliance with a value of -

0,069 at significance level of 5%. To examine the variable 2008 financial crisis, another 

correlation test is made (appendix M). The correlation between the variables for year 2006, 

2007, 2008, and 2009, and the total compliance for these four years shows that there is no 

significant correlation between the variables. This means that there is no significant change in 

the compliance level during the financial crisis in comparison with the years before. The 

frequency distribution of the compliance levels throughout the years is illustrated in the table 

below: 

 

Compliance 

(%) 

Total 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 

<25 ,054 ,111 ,089 ,044 ,033 ,056 ,067 ,033 ,033 ,033 ,067 ,022 

25-50 ,079 ,078 ,144 ,111 ,133 ,078 ,056 ,044 ,067 ,067 ,022 ,067 

50-75 ,447 ,544 ,411 ,511 ,522 ,567 ,489 ,478 ,478 ,367 ,322 ,233 

75-100 ,420 ,267 ,356 ,333 ,311 ,300 ,389 ,444 ,422 ,533 ,589 ,678 

Table 2. Frequency distribution 

 

Table 2 shows the percentage of firms that comply at the different compliance levels (0-25%, 

25-50%, 50-75%, 75-100%) each year. For instance, in the year 2006 26,7% of all firms 

comply with 75-100 % of the disclosure requirements. While in 2016, the percentage of firms 

increases to 67,8%. This indicates a strong increase in compliance from 2006 to 2016. The 

percentage of firms complying at a level lower than 25% decreases from 2007 (8,9%) to 2008 

(4,4%), which means that compliance levels between these two years increases. The following 

figure illustrates the frequency distribution mentioned above: 
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Figure 3. Frequency distribution graph 

 

In the graph (figure 3) it is more clearly noticeable that the increase in compliance with 75% 

or more was steep. Meanwhile, this results in an equivalent decrease in compliance with 50-

75%. The compliance under 50% is shown to be low in comparison to the compliance above 

50%. 

 

 Summary of Results 

The results in this section show that the mean value of the total compliance level for 2006-

2016 is 63,4%. Compliance levels are at lowest in 2006 with a mean value of 56,3%, at 

highest in 2016 with a mean value of 71,8%. This shows that the independent variable 

learning have a positive correlation from 2014 to 2016. The independent variables size, 

leverage ratio, and profitability ratio have a positive correlation with the dependent variable 

compliance. The independent variable audit firm do not give a representative result since only 

17 out of 990 annual reports do not have a Big-4 auditor. The analysis of the independent 

variable industry shows that six out of eight industries have a correlation with the dependent 

variable compliance. Three industries have a positive correlation, while the other three have a 

negative correlation. This indicates that there are clear differences in compliance levels 

depending on what industry type a firm operated in. The analysis of the independent variable 

2008 financial crisis does not show any type of association with the dependent variable 

compliance. 
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5. Discussion  

 H1. Firm size and compliance with disclosure requirements of IAS 36 paragraph 134 

have a positive correlation. 

The first hypothesis is tested and the correlation coefficient is 0,233 significant at 1% level. 

This indicates that there is a positive and significant correlation between size and compliance. 

The result shows a comparable result with the studies of Cooke (1989), Dumontier and 

Raffournier (1998), Lopes and Rodrigues (2007), and Hartwig (2013) that also confirm a 

positive correlation. The correlation between firm’s size and compliance is not strong since it 

is not very close to +1, but it is still significant and positive. This indicates that larger firms 

are more compliant with the disclosure requirements of IAS 36 paragraph 134.  

 

The size is expected to be associated with compliance due to the political cost theory. This 

theory explains the behaviour of larger firms towards external parties, namely larger firms 

will disclose more information since they are politically more noticeable (Watts and 

Zimmerman, 1990; Lopes and Rodrigues, 2007; Cooke, 1989). The positive association of 

this variable could be justified by the political cost theory since larger firms are expected to 

have more resources to enable compliance with IAS standards. The result of this hypothesis 

testing is in line with the studies mentioned above, these use the same proxy as this study. 

Further, other studies using a different proxy (total assets as a measurement of size) also 

conclude that size and compliance are positively associated (Watson et al., 2002; Ali et al., 

2004). By only measuring size in net sales, there is a risk of misleading the results since size 

can also be measured in total assets and total employees. Different industries might be larger 

in terms of employees, but smaller in terms of net sales. However, Cooke (1989) explains that 

the proxy used will not affect the study. The proxy that is used in this study does not affect the 

results since the expected positive association is proven and in line with prior studies. This 

provides a solid confirmation for the result of this study. Based on the evidence mentioned, 

H1 is not rejected. 

 

 H2. The industry type in which the firm operates affects the firm´s compliance with 

disclosure requirements of IAS 36 paragraph 134.  

The correlation test for this variable shows that all industry types have a significant 

correlation, except for Technology and Telecommunication. The industry types Basic 

Materials, Financials, and Health Care have negative and significant correlations at 1% level. 
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This means that these industries have in average lower compliance levels. The industry types 

Consumer Goods, Consumer Services, and Industry have positive and significant correlations 

at both 1% and 5% levels. This means that these industries have in average higher compliance 

levels. The correlation coefficients are not very strong since they are not very close to ±1. 

Hence, the negative correlation coefficients have a stronger association than the positive 

correlation coefficients.  

 

The institutional theory is used to explain why firms in the same industry type act alike due to 

institutional pressure (Carpenter and Feroz, 2001; DiMaggio and Powell, 1983; Dillard et al., 

2004; Lopes and Rodrigues, 2007). The results of this study show that different industry types 

have different compliance levels, this can be explained by the institutional theory. For 

instance, in the Financials industry type the sector Real Estate has compliance levels close to 

0%, while Banking have higher levels of compliance. This is a clear example of how similar 

firms act alike. The results of the hypothesis testing show that the industry type affects the 

compliance level, and this is in line with the results of the studies of Hartwig (2013), Bepari et 

al. (2014), and Meek et al. (1995). The results of this study show that firms in different 

industries have different compliance levels. This indicates that firms that are goodwill 

sensitive will comply to a greater extent with IAS 36, which Bepari et al. (2014) also 

confirms. Based on the evidence mentioned, H2 is not rejected. 

 

 H3. To be audit by a Big-4 audit firm and compliance with disclosure requirements of 

IAS 36 paragraph 134 have a positive correlation. 

This variable is not discussed to a great extent in the results section since only 17 out of 990 

annual reports do not have a Big-4 auditor. For this reason, the analysis of this variable cannot 

provide a reliable result. The correlation coefficient is however 0,071 significant at 5% level, 

but due to the reasons mentioned above the hypothesis is not analysed.  

 

IAS 36 paragraph 134 states that: “An entity shall disclose the information required by (a)–

(f)” (IAS 36, 2010, p.21). Even though the standard clearly states that firms shall disclose the 

disclosure requirements, still there are annual reports with very low compliance levels. This 

indicates that auditors do not serve as strong monitors for the standard since the average 

compliance level is 63,4%. This also indicates that auditors sign annual reports that do not 

fully comply with IAS 36. The results of this study are in line with the study of Lopes and 
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Rodrigues (2007) who also do not find enough empirical evidence for this hypothesis. Based 

on the evidence mentioned, H3 cannot be tested. 

 

 H4. Firm's leverage ratio and compliance with disclosure requirements of IAS 36 

paragraph 134 are correlated. 

The correlation coefficient between leverage ratio and compliance is 0,102 significant at 1% 

level, this indicates a positive and significant correlation between the two variables. The 

correlation is not strong since it is not close to +1. The correlation coefficient, however, still 

shows that higher leverage ratios are compelled with higher compliance levels. The result of 

this variable is in line with the theory and the studies of Lopes and Rodrigues (2007), Watson 

et al. (2002), and Hartwig (2013) that find an association. However, Watson et al. (2002) only 

find an association in certain years, while Hartwig (2013) only finds an association in one of 

the countries studied. Nevertheless, the result differs from prior studies that show no 

association whatsoever between the two variables (Hodgdon et al., 2009; Bepari et al., 2014; 

Dumontier and Raffournier, 1998). Nevertheless, only the study of Lopes and Rodrigues 

(2007) could be directly compared with this study’s result since they also find a positive 

correlation. 

 

The positive correlation can be explained by the agency theory that asserts that firms tend to 

be more transparent in favour of their debt holders and trustees (Watson et al., 2002; Bepari et 

al., 2014; Lopes and Rodrigues, 2007; Dumontier and Raffournier, 1998). Leverage ratio in 

this study is determined by dividing total liabilities with total assets. This means that firms 

with higher leverage ratios, in other words firms with high liabilities in relation to their assets, 

are assumed to disclose more information in order to reduce the information asymmetry. 

Information asymmetry appears when management retains information from investors 

(Ramanna and Watts, 2012). The result shows that the disclosure levels have increased. This 

can be explained by the fact that firms will tend to be more transparent in order to reduce 

agency costs and information asymmetry between management and debt holders. Based on 

the evidence mentioned, H4 is not rejected. 

 

 H5. A firm’s profitability ratio and the degree of compliance with disclosure 

requirements of IAS 36 paragraph 134 have a correlation. 

The correlation coefficient between profitability ratio and compliance is 0,099 significant at 

1% level. The correlation is positive and significant, but not strong since it is far from +1. The 
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result indicates that higher profitability ratios are compelled with higher compliance levels. In 

this study, the profitability ratio is determined by dividing operating profit by total equity. 

Therefore, the result of this hypothesis testing can be directly compared with the studies of 

Dumontier and Raffournier (1998), Street and Bryant (2000), and Street and Gray (2002) 

since they use the same method to determine the ratio. Although none of these three studies 

find an association. 

 

The result of this variable is in line with the studies of Bepari et al. (2014), Hodgdon et al. 

(2009), and Ali et al. (2004) which find an association even though these use different 

methods for determining firm’s profitability ratios, therefore it is not reliable to compare the 

results of this study with these. Nevertheless, the result of this study shows that more 

profitable firms have higher compliance levels, since for example the signalling theory asserts 

that these firms will reveal more financial information in order to reduce information 

asymmetry (Watson et al., 2002). The result of this variable differs from the results of 

Dumontier and Raffournier (1998), Street and Bryant (2000), and Street and Gray (2002) that 

use the same method to determine the ratio. However, the association in this study is still very 

weak, which can explain why this study deviates from those studies that got no association. 

Based on the evidence mentioned, H5 is not rejected. 

 

 H6. Disclosure requirements in line with IAS 36 paragraph 134 will be complied with 

to a higher extent in 2016 than in 2006. 

The correlation coefficient shows the association between each year and the total compliance 

level for all years. The results show a clear increase in the total compliance level throughout 

the years, and the percentage of firms disclosing more than 75% of the disclosure 

requirements increases from 26,7% in 2006 to 67,8% in 2016. The results are in line with the 

studies of Izzo et al. (2013), Peng et al. (2008), Carlin and Finch (2010), and Bepari et al. 

(2014) who also find that compliance level increases throughout the years. 

 

This study’s result shows that from 2006 to 2009 there is a negative significant correlation, 

and from 2014 to 2016 there is a positive significant correlation. Firms learning the standard 

throughout the years can explain this. The result shows that the compliance level has indeed 

increased, but still firms are not complying with a 100%. Even though the standard is 

implemented in 2005, in 2016 the mean compliance level is 71,8%. The mean has increased 

but is still low compared to what the standard requires firms to disclose. This is in line with 
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Izzo et al. (2013), Carlin and Finch (2010), Street and Bryant (2000), Bepari et al. (2014), 

Street and Gray (2002), and Lhaopadchan (2010) who found the same increase in compliance 

levels but still below the requirements. The standard has been implemented since 2005, this 

has led to the learning of it by management. Therefore, it can be assumed that the increase in 

disclosures is explained by this increase in learning. As Carlin and Finch (2010) and Petersen 

and Plenborg (2010) explain, goodwill's disclosures are of major importance for firms' 

financial statements since higher compliance provides a greater usability for the reports. Firms 

wanting to be more transparent towards their investors can therefore also justify the increase 

obtained in this study. Based on the evidence mentioned, H6 is not rejected. 

 

 H7. There is a positive association between the 2008 financial crisis and the degree of 

compliance with disclosure requirements of IAS 36 paragraph 134. 

The correlation coefficient shows the association between each year (2006-2009) and the total 

compliance for only these four years. None of the correlation coefficients show significant 

associations, which means that the financial crisis does not lead to more disclosures. These 

results are neither in line with prior studies nor the economic disturbance theory. The theory 

asserts that during a financial crisis, firms will disclose more information to provide a basis 

for the future (Gort, 1969). Prior studies conclude that financial crisis have positive effects on 

compliance levels (Bepari et al., 2014; Izzo et al., 2013; Sutthachai and Cooke, 2009). In this 

study, an increase of compliance level is observable each year, but the increase during the 

financial crisis is not large enough to be explained by it. Since the study's sample consists of 

firms listed on Nasdaq OMX Stockholm, these firms are not only Swedish firms. Countries 

are affected differently by the financial crisis, and due to the cultural segmentation in the 

sample this might affect the results. Izzo et al. (2013) explains that during the financial crisis 

there is a demand for more transparent financial reports. But from the results of this study, it 

is assumed that the variation of culture can justify that the demand for more transparent 

disclosures might vary in different countries. Based on the evidence mentioned, H7 is 

rejected. 

 

 Compliance Level 

As mentioned in this section, the average compliance level for 2006-2016 is 63,4%. This 

compliance level is fairly low compared to what the standard requires firms to disclose 

(100%). The disclosure requirements that have the lowest compliance level are f(iii) (3,3%), 

f(ii) (9,8%), and b (19,6%). The highest compliance levels are assigned to the disclosure 
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requirements e(i) (91,7%), d(v) (90,7%), and c (86,8%). The drastic difference in compliance 

levels for each disclosure requirement indicates that the standard might be too complex to 

comply with, as researchers also conclude (Hoogendoorn, 2006; Carlin and Finch, 2011; 

Bepari et al., 2014). The study shows that, in general, firms that have to disclose the 

requirement f (i, ii, and iii), which requires information about reasonably possible changes in 

the assumptions, have very high levels of non-compliance for this requirement. This might 

imply that some parts of the standard are too challenging that firms are therefore not 

disclosing enough information. The lack of disclosures, according to Darrough et al. (2014), 

results in firms not being able to present a clear picture of the firm's standings. This in turn is 

expected to reduce the usability of the financial reports. 

 

 A Posteriori Model 

The figure below illustrates how the a priori model has evolved after the hypotheses are 

tested. The new figure is called an a posteriori model since it shows which independent 

variables have resulted to have a positive, negative, or no association with the dependent 

variable compliance with disclosure requirements. 

 

 

Figure 4. A posteriori model 

 

The figure illustrates that the independent variables size, industry, leverage ratio, profitability 

ratio, and learning have a positive association with the dependent variable compliance. The 
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independent variable audit firm cannot be tested since there is not enough representative 

empirical data. The independent variable 2008 financial crisis does not have a correlation 

with the dependent variable compliance with disclosure requirements. Hence, not all variables 

expected to have a correlation with the dependent variable, therefore the variable other is 

shown in the figure as a representation of all other existing variables. 

 

6. Conclusion 

The aim of this study is to examine to what extent firms listed on Nasdaq OMX Stockholm 

comply with disclosure requirements of the impairment testing of goodwill’s standard, IAS 36 

paragraph 134. The second aim is to examine what variables affect the compliance level of 

these firms. To examine this phenomena, the compliance level is assigned as a dependent 

variable and this one is tested against several independent variables: size, industry, audit firm, 

leverage ratio, profitability ratio, learning throughout 2006-2016, and the 2008 financial 

crisis.  

 

Compliance with IAS 36 is proven to be low (63,4% in average), even though it has increased 

throughout the years. The study shows that all firms listed on Nasdaq OMX Stockholm do not 

fully comply with IAS 36 paragraph 134, even though they shall. Goodwill is confirmed in 

this study to be an ambiguous term difficult to measure based on the mean compliance level. 

This result is supported by the studies of Watts (2003), Bepari et al. (2014), and Giuliani and 

Brännström (2011). However, there is still an ongoing debate on this issue.  

 

The study’s extent is very limited, but supports the importance of the transition to IFRS and 

the complexity it brought. The study shows that there are disclosure requirements (f (iii) with 

3,3%) that had very low compliance levels. This indicates that it is too difficult to follow IAS 

36 paragraph 134 fully. Although IFRS has a broad set of standards, this study supports what 

Hoogendoorn (2006) claims about goodwill impairment tests being one of the most 

challenging issues with the transition to IFRS. Based on the arguments above, the study 

concludes that parts of the standard are very challenging. As Petersen and Plenborg (2010) 

confirm, this study also concludes that changes in the standard must be made. 

 

Firms’ compliance with IAS 36 paragraph 134 has increased throughout the years due to 

learning of the standard. Further, the increase from 2006-2009 cannot be explained by the 
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effect of the 2008 financial crisis. In other words, even though an increase in compliance 

level appears during the crisis, it is not significantly associated with the crisis. This indicates 

that managers' behaviour towards disclosure requirements of IAS 36 is not affected by the 

crisis, argued for by Bepari et al. (2014). The factors that have an influence on compliance 

levels are firm’s size, industry type, leverage ratio, and profitability ratio. Hence, larger firms, 

firms with higher leverage ratios, and higher profitability ratios have higher compliance 

levels. The types of industry in which the firms operate in also have an impact on the 

compliance levels. These variables have, however, low correlations with compliance levels. 

This indicates that there are other firm characteristics that influence management's behaviour 

towards disclosure requirements with IAS 36. 

 

The table below shows this study's result in comparison with prior studies:  
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 Prior Studies in line with Results of this 
study 

Conclusions of 
this study 

Prior Studies not 
in line with 

Size Cooke, (1989), Dumontier 
and Raffournier, (1998), 
Watson et al. (2002), Ali et 
al. (2004), Lopes and 
Rodrigues, (2007), and 
Hartwig, (2013) 

Positive 
association 
between Size and 
Compliance. 

Larger firms 
comply to a greater 
extent with IAS 36 
paragraph 134. 

Street and Bryant, 
(2000), Petersen 
and Plenborg, 
(2010), and Bepari 
et al. (2014) 

Industry Meek et al. (1995), Hartwig 
(2013), and Bepari et al. 
(2014) 

Positive 
association 
between Industry 
and Compliance. 

The industry in 
which the firms 
operates in affects 
the compliance 
levels. 

Street and Bryant, 
(2000) and Lopes 
and Rodrigues, 
(2007) 

Audit firm Lopes and Rodrigues, 
(2007) 

Not enough 
evidence to test 
this hypothesis. 

- Street and Bryant, 
(2000), Ali et al. 
(2004), Carlin et al. 
(2009), Hodgdon et 
al. (2009), Glaum 
et al. (2013), Bepari 
et al. (2014), and 
Khlif and Achek, 
(2016) 

Leverage 
ratio 

Watson et al. (2002), Lopes 
and Rodrigues, (2007), and 
Hartwig (2013) 

Positive 
association 
between 
Leverage ratio 
and Compliance. 

Firms with higher 
leverage ratios 
comply to a greater 
extent with IAS 36 
paragraph 134. 

Dumontier and 
Raffournier, 
(1998), Hodgdon et 
al. (2009), and 
Bepari et al. (2014) 

Profitability 
ratio 

Ali et al. (2004), Hodgdon 
et al. (2009), and Bepari et 
al. (2014)  

Positive 
association 
between 
Profitability ratio 
and Compliance. 

Firms with higher 
profitability ratios 
comply to a greater 
extent with IAS 36 
paragraph 134. 

Meek et al. (1995), 
Dumontier and 
Raffournier, 
(1998), Street and 
Bryant, (2000), 
Street and Gray, 
(2002), and  
Hartwig, (2013) 

Learning Peng et al. (2008), Carlin 
and Finch, (2010), Izzo et 
al. (2013), and Bepari et al. 
(2014) 

Association 
between Learning 
and Compliance. 

Compliance levels 
increase throughout 
the years 

- 

Financial 
crisis 

- Negative 
association 
between 
Financial Crisis 
and Compliance. 

The increase in 
compliance levels 
during the crisis is 
not large enough to 
be explained by the 
2008 financial 
crisis. 

Sutthachai and 
Cooke, (2009), Izzo 
et al. (2013), and 
Bepari et al. (2014) 

Table 3. Comparison of results with prior studies. 
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 Reflections 

When analysing the different variables, the results are not always in line with prior studies. 

Different factors may have interfered in this study, such as the proxy used for each variable or 

the cultural condition. For this reason, a more accurate result would be obtained if the study 

had used more than one proxy for certain variables, for instance size and profitability ratio. 

Another reason for the results differing from prior studies can be the categorization of the 

variable industry. This study uses Nasdaq OMX Stockholm's industry classification, while 

some studies have only differentiated between two categories (for example, Financial or non-

Financial).  

 

Since firms in the sample are all listed, it is assumed that several firms would have Big-4 

auditors. However, results show that 98,3% of all firms had a Big-4 auditor, which are more 

than expected. Therefore, the variable audit firm cannot be analysed and the hypothesis is left 

untested. For this reason it would be interesting to further study, from an auditor’s 

perspective, the fact that the majority of the annual reports have Big-4 auditors but still the 

mean compliance level is around 60%, even though it should be 100%. An empirical study, 

based on interviews, on this issue would show why auditors sign on annual reports that do not 

fully comply with IAS’s disclosure requirements. 
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Appendices 

 Appendix A. Sample companies 

AAK Consumer 
Goods 

Getinge Health Care Pricer Industrials 

Acando Technology Gunnebo Industrials Proact IT Group Technology 
Addnode 
Group 

Technology HiQ 
International 

Technology Probi Health Care 

Alfa Laval Industrials I.A.R Systems 
group 

Technology Profilgruppen Basic 
Materials 

ASSA ABLOY Industrials ICA Gruppen Consumer 
Services 

Ratos Financials 

Atlas Copco Industrials Indutrade Industrials SAAB Industrials 
Atrium 
Ljungberg 

Financials Intrum Justitia Financials Sandvik Industrials 

Avanza Bank Financials ITAB Shop 
Concept 

Indutrials SCA Consumer 
Goods 

Axfood Consumer  
Services 

JM Financials SEB Financials 

Beiljer Alma Industrials Knowit Technology Securitas Industrials 
Betsson Consumer 

Services 
Lammhult 
Design Group 

Consumer 
 Goods 

Semcon Industrials 

Bilia Consumer  
Services 

Latour Financials Skanska Industrials 

Biotage Health Care Lundbergföretag
en 

Financials SKF Industrials 

Björn Borg Consumer  
Goods 

Malmbergs 
Elektriska 

Industrials Softronic Technology 

Boliden Basic  
Materials 

Mekonomen Consumer 
Goods 

Stockwik 
Förvaltning 

Technology 

Bong Industrials Midway Financials Sv 
Handelsbanken 

Financials 

BTS Group Industrials Modern Time 
Group 

Consumer 
Services 

SWECO Industrials 

Bure Equity Financials MultiQ 
International 

Technology Swedbank Financials 

Consilium Industrials NCC Industrials Svedbergs Industrials 
DORO Technology Net Insight Technology Swedish Match Consumer 

Goods 
Duroc Industrials New Wave Consumer 

Goods 
Tele2 Telecommuni-

cations 
Elanders Industrials NIBE Industrier Industrials Telia Company Telecommuni-

cations 
Electra Group Consumer 

Services 
Nobia Consumer 

Goods 
Trelleborg Industrials 

Electrolux Consumer 
Goods 

Nolato Industrials VBG Group Consumer 
Goods 

Elos Medtech 
Eltel 

Health Care NOTE Industrials Wise Group Industrials 

Enea Technology NOVOTEK Technology Vitec Software 
Group 

Technology 

Ericsson Technology OEM 
International 

Industrials Vitrolife Health Care 

Fagerhult Industrials Peab Industrials Volvo Industrials 
Feelgood Health Care Poolia Industrials XANO Industri Industrials 
FormPipe 
software 

Technology Prevas Technology ÅF Industrials 
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 Appendix B. Checklist for IAS 36 paragraph 134. 

IAS 36 paragraph 134 Answer Value  
(a) the carrying amount of goodwill allocated to the unit 
(group of units). 
 

Yes 
No 
Not applicable 

1 
0 
- 
 

(b) the carrying amount of intangible assets with indefinite 
useful lives allocated to the unit (group of units). 
 

Yes 
No 
Not applicable 

1 
0 
- 

(c) the basis on which the unit’s (group of units’) recoverable 

amount has been determined (i.e. value in use or fair value 
less costs to sell).  
 

Yes 
No 
Not applicable 

1 
0 
- 

(d) if the unit’s (group of units’) recoverable amount is based 

on value in use: 
 
          (i) a description of each key assumption on which 
management has based its cash flow projections for the period 
covered by the most recent budgets/forecasts. Key 
assumptions are those to which the unit’s (group of units’) 

recoverable amount is most sensitive. 
 

 
 
 
Yes 
No 
Not applicable 

 
 
 
1 
0 
- 

         (ii) a description of management’s approach to 

determining the value(s) assigned to each key assumption, 
whether those value(s) reflect past experience or, if 
appropriate, are consistent with external sources of 
information, and, if not, how and why they differ from past 
experience or external sources of information. 
 

Yes 
No 
Not applicable 

1 
0 
- 

          (iii) the period over which management has projected 
cash flows based on financial budgets/forecasts approved by 
management and, when a period greater than five years is 
used for a cash-generating unit (group of units), an 
explanation of why that longer period is justified. 
 

Yes 
No 
Not applicable 

1 
0 
- 

          (iv) the growth rate used to extrapolate cash flow 
projections beyond the period covered by the most recent 
budgets/forecasts, and the justification for using any growth 
rate that exceeds the long-term average growth rate for the 
products, industries, or country or countries in which the 
entity operates, or for the market to which the unit (group of 
units) is dedicated. 
 

Yes 
No 
Not applicable 

1 
0 
- 

          (v) the discount rate(s) applied to the cash flow 
projections. 
 
 

Yes 
No 
Not applicable 

1 
0 
- 

(e) if the unit’s (group of units’) recoverable amount is based 

on fair value less costs to sell, the methodology used to 
determine fair value less costs to sell. If fair value less costs 
to sell is not determined using an observable market price for 
the unit (group of units), the following information shall also 
be disclosed: 
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          (i) a description of each key assumption on which 
management has based its determination of fair value less 
costs to sell. Key assumptions are those to which the unit’s 
(group of units’) recoverable amount is most sensitive. 
 

 
Yes 
No 
Not applicable 

 
1 
0 
- 

          (ii) a description of management’s approach to 

determining the value (or values) assigned to each key 
assumption, whether those values reflect past experience or, if 
appropriate, are consistent with external sources of 
information, and, if not, how and why they differ from past 
experience or external sources of information. 

 
Yes 
No 
Not applicable 

 
1 
0 
- 

 
If fair value less costs to sell is determined using discounted 
cash flow projections, the following information shall also be 
disclosed: 
 
          (iii) the period over which management has projected 
cash flows. 
 

 
 
 
 
 
Yes 
No 
Not applicable 
 
 

 
 
 
 
 
1 
0 
- 

          (iv) the growth rate used to extrapolate cash flow 
projections. 
 

Yes 
No 
Not applicable 
 
 

1 
0 
- 

          (v) the discount rate(s) applied to the cash flow 
projections. 
 

Yes 
No 
Not applicable 
 

1 
0 
- 

(f) if a reasonably possible change in a key assumption on 
which management has based its determination of the unit’s 

(group of units’) recoverable amount would cause the unit’s 

(group of units’) carrying amount to exceed its recoverable 

amount: 
 
          (i) the amount by which the unit’s (group of units’) 

recoverable amount exceeds its carrying amount. 
 

 
 
 
 
 
 
 
Yes 
No 
Not applicable 
 
 

 
 
 
 
 
 
 
1 
0 
- 

          (ii) the value assigned to the key assumption. 
 

Yes 
No 
Not applicable 
 

1 
0 
- 

          (iii) the amount by which the value assigned to the key 
assumption must change, after incorporating any 
consequential effects of that change on the other variables 
used to measure recoverable amount, in order for the unit’s 

(group of units’) recoverable amount to be equal to its 
carrying amount. 

 
Yes 
No 
Not applicable 

 
1 
0 
- 
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 Appendix C. Industry proxies 

Industry type Proxy 
Basic materials (BM) The dichotomous variable having value of 1 for basic materials 

industries, and 0 if not. 
Consumer goods (CG) The dichotomous variable having value of 1 for consumer goods 

industries, and 0 if not. 
Consumer services (CS) The dichotomous variable having value of 1 for consumer services 

industries, and 0 if not. 
Financials (F) The dichotomous variable having value of 1 for financials industries, 

and 0 if not. 
Health Care (HC) The dichotomous variable having value of 1 for healthcare industries, 

and 0 if not. 
Industrials (I) The dichotomous variable having value of 1 for industrials industries, 

and 0 if not. 
Technology (T) The dichotomous variable having value of 1 for technology industries, 

and 0 if not. 
Telecommunications (TC) The dichotomous variable having value of 1 for telecommunication 

industries, and 0 if not. 

 

 

 Appendix D. Learning proxies 

Year Proxy 

2006 The dichotomous variable having value of 1 for year 2006, and 0 if not. 

2007 The dichotomous variable having value of 1 for year 2007, and 0 if not. 

2008 The dichotomous variable having value of 1 for year 2008, and 0 if not. 

2009 The dichotomous variable having value of 1 for year 2009, and 0 if not. 

2010 The dichotomous variable having value of 1 for year 2010, and 0 if not. 

2011 The dichotomous variable having value of 1 for year 2011, and 0 if not. 

2012 The dichotomous variable having value of 1 for year 2012, and 0 if not. 

2013 The dichotomous variable having value of 1 for year 2013, and 0 if not. 

2014 The dichotomous variable having value of 1 for year 2014, and 0 if not. 

2015 The dichotomous variable having value of 1 for year 2015, and 0 if not. 

2016 The dichotomous variable having value of 1 for year 2016, and 0 if not. 
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 Appendix E. Variable, proxy, and expected relationship.  

Variables Proxy Expected relationship 

Size Natural Log of Net sales Positive  

Industry Dummy variable, 

1 = "BM", 0 = "otherwise" 

1 = "CG", 0 = "otherwise" 

etc. 

No prediction 

Audit firm Dummy variable, 

1 = "Big-4", 0 = "not Big-4" 

Positive 

Leverage ratio Total liabilities divided by total assets No prediction 

Profitability ratio Operating profit divided by total equity 

 
No prediction 

Learning Dummy variable, 

1 = "2006", 0 = "otherwise" 

1 = "2007", 0 = "otherwise" 

etc. 

Positive 

Financial crisis Dummy variable, 

1 = "2006", 0 = "otherwise" 

1 = "2007", 0 = "otherwise" 

etc. 

Positive 

 
 
 

 Appendix F. Descriptive Statistics for dependent and independent variables. 
 N Min Max Mean Std. Dev Skewness Kurtosis 
Size Log 990 6,907 11,631 9,588 ,909 ,94 -,819 
Auditor 990 ,0 1,0 ,983 ,1300 -7,445 53,529 
Leverage 990 ,001 9,701 ,559 ,380 15,476 353,643 
Profitability 990 -8,649 15,905 ,203 ,813 10,17 232,691 
Compliance Total 990 ,0 1,0 ,634 ,204 -1,158 1,757 
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 Appendix G. Compliance levels with disclosure requirements in IAS 36 paragraph 

134 

IAS 36 paragraph 134 Answer No. of 
disclosures 

Compliance level 

(a) the carrying amount of goodwill allocated to 
the unit (group of units). 
 

Yes 
No 

Not applicable 

797 
193 
0 
 
 

80.5% 

(b) the carrying amount of intangible assets with 
indefinite useful lives allocated to the unit 
(group of units). 
 

Yes 
No 

Not applicable 

193 
792 
5 
 
 

19,6% 

(c) the basis on which the unit’s (group of 

units’) recoverable amount has been determined 

(ie value in use or fair value less costs to sell).  
 

Yes 
No 

Not applicable 

859 
131 
0 

86,8% 

(d) if the unit’s (group of units’) recoverable 
amount is based on value in use: 
 
          (i) a description of each key assumption 
on which management has based its cash flow 
projections for the period covered by the most 
recent budgets/forecasts. Key assumptions are 
those to which the unit’s (group of units’) 

recoverable amount is most sensitive. 
 

 
 
 

Yes 
No 

Not applicable 

 
 
 

750 
227 
13 

 
 
 

76,8% 

         (ii) a description of management’s 

approach to determining the value(s) assigned 
to each key assumption, whether those value(s) 
reflect past experience or, if appropriate, are 
consistent with external sources of information, 
and, if not, how and why they differ from past 
experience or external sources of information. 
 

Yes 
No 

Not applicable 

209 
768 
13 

21,4% 

          (iii) the period over which management 
has projected cash flows based on financial 
budgets/forecasts approved by management 
and, when a period greater than five years is 
used for a cash-generating unit (group of units), 
an explanation of why that longer period is 
justified. 
 

Yes 
No 

Not applicable 

612 
365 
13 

62,6% 

          (iv) the growth rate used to extrapolate 
cash flow projections beyond the period 
covered by the most recent budgets/forecasts, 
and the justification for using any growth rate 
that exceeds the long-term average growth rate 
for the products, industries, or country or 
countries in which the entity operates, or for the 
market to which the unit (group of units) is 
dedicated. 

Yes 
No 

Not applicable 

819 
158 
13 

82,1% 
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          (v) the discount rate(s) applied to the cash 
flow projections. 
 

Yes 
No 

Not applicable 

886 
91 
13 

90,7% 

 
 
(e) if the unit’s (group of units’) recoverable 

amount is based on fair value less costs to sell, 
the methodology used to determine fair value 
less costs to sell. If fair value less costs to sell is 
not determined using an observable market 
price for the unit (group of units), the following 
information shall also be disclosed: 
 
 
          (i) a description of each key assumption 
on which management has based its 
determination of fair value less costs to sell. 
Key assumptions are those to which the unit’s 

(group of units’) recoverable amount is most 

sensitive. 
 

 
 
 
 
 
 
 
 
 
 
 

Yes 
No 

Not applicable 

 
 
 
 
 
 
 
 
 
 
 

22 
2 

966 

 
 
 
 
 
 
 
 
 
 
 

91,7% 

          (ii) a description of management’s 

approach to determining the value (or valuess) 
assigned to each key assumption, whether those 
values reflect past experience or, if appropriate, 
are consistent with external sources of 
information, and, if not, how and why they 
differ from past experience or external sources 
of information. 

Yes 
No 

Not applicable 

5 
19 
966 

20,5% 

 
If fair value less costs to sell is determined 
using discounted cash flow projections, the 
following information shall also be disclosed: 
 
 
          (iii) the period over which management 
has projected cash flows. 
 

 
 
 
 
 

 
Yes 
No 

Not applicable 
 

 
 
 
 
 
 

8 
16 
966 

 
 
 
 
 
 

20,9% 

          
 (iv) the growth rate used to extrapolate 

cash flow projections. 
 

 
Yes 
No 

Not applicable 
 

 
7 

17 
966 

 
29,2% 

          (v) the discount rate(s) applied to the cash 
flow projections. 
 

Yes 
No 

Not applicable 
 

15 
9 

966 

62,5% 

(f) if a reasonably possible change in a key 
assumption on which management has based its 
determination of the unit’s (group of units’) 

recoverable amount would cause the unit’s 

(group of units’) carrying amount to exceed its 

recoverable amount: 
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          (i) the amount by which the unit’s (group 

of units’) recoverable amount exceeds its 

carrying amount. 
 

 
Yes 
No 

Not applicable 
 

 
12 
110 
868 

 
 

 
9,8% 

          (ii) the value assigned to the key 
assumption. 
 
 
 

Yes 
No 

Not applicable 
 

64 
58 
868 

52,5% 

          (iii) the amount by which the value 
assigned to the key assumption must change, 
after incorporating any consequential effects of 
that change on the other variables used to 
measure recoverable amount, in order for the 
unit’s (group of units’) recoverable amount to 

be equal to its carrying amount. 

Yes 
No 

Not applicable 

4 
118 
868 

3,3% 

 
 
 

 Appendix H. Descriptive Statistics for learning 
 

 

N Minimum Maximum Mean Std. 

Deviation 

Compliance 2006 90 ,000 1,000 ,563 ,226 

Compliance 2007 90 ,000 ,875 ,576 ,220 

Compliance 2008 90 ,000 1,000 ,6 ,198 

Compliance 2009 90 ,000 1,000 ,603 ,181 

Compliance 2010 90 ,000 1,000 ,612 ,192 

Compliance 2011 90 ,000 1,000 ,619 ,212 

Compliance 2012 90 ,000 1,000 ,665 ,187 

Compliance 2013 90 ,000 1,000 ,655 ,182 

Compliance 2014 90 ,000 1,000 ,677 ,191 

Compliance 2015 90 ,000 1,000 ,683 ,211 

Compliance 2016 90 ,000 1,000 ,718 ,185 
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 Appendix I. Descriptive Statistics for industry. 

 N Minimum Maximum Mean Std. 

Deviation 

Compliance BM 22 ,13 ,75 ,460 ,183 

Compliance CG 110 ,38 1,00 ,699 ,136 

Compliance CS 66 ,00 1,00 ,688 ,199 

Compliance F 132 ,00 ,88 ,504 ,289 

Compliance HC 66 ,00 ,88 ,536 ,203 

Compliance I 385 ,00 1,00 ,663 ,177 

Compliance T 190 ,09 1,00 ,658 ,170 

Compliance TC 22 ,55 1,00 ,658 ,130 

 
 
 

 Appendix J. Correlations between independent and dependent variables 
  Compl. 

Total 
Size 
Log 

Audit 
firm 

Leve-
rage 

Profita-
bility 

Compliance Total Corr. Coefficient -     

Size Log Corr. Coefficient ,233** -    

Audit firm Corr. Coefficient ,071* ,113** -   

Leverage Corr. Coefficient ,102** ,466** ,051 -  

Profitability Corr. Coefficient ,099** ,248** -,014 ,195** - 

**. Correlation is significant at the 0.01 level (2-tailed). 
*. Correlation is significant at the 0.05 level (2-tailed). 
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 Appendix K. Correlation industry 

  Compl. 
Total 

BM CG CS F HC I T TC 

Compliance Total Corr. Coefficient -         
BM Corr. Coefficient -,139** -        
CG Corr. Coefficient ,093** -0,53 -       
CS Corr. Coefficient ,081* -,040 -,094** -      
F Corr. Coefficient -,160** -,059 -,139** -,105** -     
HC Corr. Coefficient -,144** -,040 -,094** -,071* -,105** -    
I  Corr. Coefficient ,083** -,120** -,282** -,213** -,313** -,213** -   
T Corr. Coefficient ,053 -,073** -,171** -,129** -,189** -,129** -,385** -  
TC Corr. Coefficient -,001 -,023 -,053 -,040 -,059 -,040 -,120** -,073* - 

 Appendix L. Correlation learning 

  Compl. 
Total 

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 

Compl. 
Total 

Corr. Coefficient -            

2006 Corr. Coefficient -,110** -           
2007 Corr. Coefficient -,079* -,100** -          
2008 Corr. Coefficient -,069* -,100** -,100** -         
2009 Corr. Coefficient -,078* -,100** -,100** -,100** -        
2010 Corr. Coefficient -,059 -,100** -,100** -,100** -,100** -       
2011 Corr. Coefficient -,022 -,100** -,100** -,100** -,100** -,100** -      
2012 Corr. Coefficient ,045 -,100** -,100** -,100** -,100** -,100** -,100** -     
2013 Corr. Coefficient ,029 -,100** -,100** -,100** -,100** -,100** -,100** -,100** -    
2014 Corr. Coefficient ,080* -,100** -,100** -,100** -,100** -,100** -,100** -,100** -,100** -   
2015 Corr. Coefficient ,109** -,100** -,100** -,100** -,100** -,100** -,100** -,100** -,100** -,100** -  
2016 Corr. Coefficient ,153** -,100** -,100** -,100** -,100** -,100** -,100** -,100** -,100** -,100** -,100** - 
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 Appendix M. Correlation financial crisis 

  Compliance 
2006-2009 

2006 2007 2008 2009 

Compliance 
2006-2009 

Correlation Coefficient 
N 

1,000 
360 

    

2006 Correlation Coefficient 
N 

-,051 
360 

1,000 
360 

   

2007 Correlation Coefficient 
N 

-,002 
360 

-,333** 
360 

1,000 
360 

  

2008 Correlation Coefficient 
N 

-,032 
360 

-,333** 
360 

-,333** 
360 

1,000 
360 

 

2009 Correlation Coefficient 
N 

-,017 
360 

-,333** 
360 

-,333** 
360 

-,333** 
360 

1,000 
360 

 

      
   
      

      

       

 

      

     

    

   

 

   

 


