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WHAT DOES AREOPA DQO?

AREOPA’s Mission:

Be the leading edge, knowledge and practice provider,
in the field of intellectual capital accounting, creating leverage for our
alliances and “excelleration” in business performance for the

customers we share.
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AREOPA'’s FIELD OF EXPERTISE

= |C CALCULATION OF ALL IC ASSETS OF COMPANIES & ORGANISATIONS
BASED ON THE “ 4 LEAF MODEL®”

= 1C ACCOUNTING BASED ON THE “ [ICARuS®” MODEL
= |1C AUDITING ( IFRS & IAS COMPLIANT )

= |C APPLICATION AREA'’s - in line with the i2® applied knowledge management
concept : capture, store and make re-usable

= |IC IMPLEMENTATION PROCESS BASED ON THE “ 10 STEP APPROACH “
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AREOPA’s TARGET MARKETS as a knowledge
provider

Areopa sells licenses based on the concept of integrated and aligned

knowledge from our partners in order to create a more substantial value
proposition with our “Certified Areopa Partners‘ .

= Focus markets :
= Commercial market

= VC’s, equity funds , fintech , banks , SME’s , knowledge management companies , etc
= Large organisations

= Academic world

= Social economy

= Governmental ICC’s , knowledge cities , knowledge plaza’s, etc
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THE CHALLENGES AHEAD

= Create a common language between innovative SME’s and financiers = money.

= Focus on practicalities and not on strategies. Help the SME’s to get their story right and help the
financiers to translate all the received input into future value projections and risk assements and
make sure they get a right part of the shares for the money they invest.

= Make sure that SME’s get the royaltees , equity or other financial compensation for a fair deal, they
should not have to sell 80% of their shares for peanuts to the VC.

= Make sure that SME’s spend the money received from the financier (VC , BA , EF , bank, fintech,
etc ) on new research projects

= Make sure that the SME’s are trained in the “10 step approach” and as such create clearity for the
SME’s and financiers about which services and visions exist and what they can do in order to
achieve their objectives.

= Make clear that IC = “AV-costs” and that IC is not “activated costs”.

i
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What Is Intellectual Capital?

(some illustrations, not definitions)

... the sum of an organization’s
patents, processes, employees’ skills,
technologies, information about
customers and suppliers, and old-
fashioned experience ...

= ... an individual’s accumulated
knowledge and know-how [that] is the
source of innovation and regeneration

= ... ability, skill, and expertise ...
embedded in human brains ...
= ... knowledge that exists in an

organization that can be used to create

differential advantage ...
(Hugh MacDonald, ICL)

= ... intellectual capital that has been
formalized, captured, and leveraged to

produce a higher-valued asset ...
(Klein and Prusak)
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The Knowledge Economy Changes the Internal Business
Economics of Enterprises

= Financial capital efficiency is being

TACKioHl bt ffodiy SRS Rlots Mads] replaced as success factor by human
| Des s capital efficiency (which requires
3 - .
noe,| Mow Sooe |oomosct® | R [Tos management to focus its efforts on the
ieza—| antl [t <«—p Customers > .
[Physical Assets + Fin, Capital s ] [face] 5] effectiveness of an enterprises
sSellers Market™ ,Buyer's Market" structural capital as the means, to
o Time horizon: Month/Quarter o Time horizon: Quarter’, 12 year?, 35 years translate human capital into customer
: :me ﬂte:Amhl:on he:veen Inru:‘anddodulpul . » More indirect relation between input and output Val ue)
s:::,,u::,:, NS00 SR Soam so Semior ¢ Major resources have I‘o be developed in-house
* Reporting and control instruments: * Reporting and control instruments: 7 m |ncreasing number of “disru ptive
»
- changes
Repom_ng_fm Reporting on vdue’ ; ' ‘ . a
resoues (% o o ey ® Dynamic Complazty: Growing tnvion - Iools required to actively manage the
Balance Sheet lncems Siaiement ® The distinction between assets and purpose” and the strategy, i.e. the
+ CF Statement + Cost Accounting gpermonsls‘becgn'liiflgfussy

overall “value creating recipe”
Knowledge assets behave economically
different than physical assets:
Increasing returns, network effects,
larger risks, changing the business
economics of an enterprise

©Jasvyen 4. Dmwm, 2003 £ argendaum s )
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An Extension of the Performance Measurement and
Control System is Required

provoking innovative intelligence

= Democratisation of capital markets and

Enterprise Management

Strategic Goals/
Strategic Change Management

Short Tenm Performance Goals/
Enterprise Performance Management

x

Operational Management

A Devd [\
& N\,

Fulfill-
ment’

-

Supphier «—». +«—»| CRM? |<sCustomer

x

Ph. Assets |n: |  Fincap| [1s |

©Juerges & Dawmm, 2603 ¢ juergendrum sam )

Manage The Effectiveness

Continuous Business System
Innovation / value creation

Optimizing the “Outputs” of the
total system / value extraction

Product innovation

Efficient fulfillment
“just-in-time”

Creation of good customer
relationships f value pricing

Availability in the right quality,
quantity and time

growing influence of institutional
investors as well as the growing
influence of other corporate
stakeholders (employees, customers,
business partners, activist
groups/NGOs ...) (These relationships in
essence become assets)

Performance management and control
system has to focus on all relevant
activities for value creation and for
creating “an effect” and “a difference”
in the market
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AREOPA provoking innovative intelligence
Knowledge vs Intellectual Capital

Information I‘u’lanagement Knuwledge Evolution

Expertise
Experience

Know-How

Knowledge

Information

———— g

Bits & Bytes

I i
+ Syntax |+ Semantics! + Context + Use + Practice | + Efficiency

Explicit Knowledge Tacit Knowledge

-l

U

Intellectual Capital I

Knowledge Building Process & Intellectual Capital
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The Creation Of Organizational Knowledge

= A company’s Intellectual Capital or Knowledge base is usually determined as
the sum of its human capital (talent), structural capital (intellectual
properties, methodologies, software, documents, and other knowledge
artefacts), and customer capital (client relationships). These intangible
assets or Intellectual Capital are to a high extent related to relationships with
the customers and suppliers, and with the employees and partners of the
company.

= ... Refers to the capability of an organization as a whole to create new
knowledge, disseminate it trhoughout the organization and embody it in
products, services and systems (Nonaka & Takeuchi)
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Karl-Erik Sveiby’s Model on the Methods for Measuring
Intangibles

ORGANISATION LEVEL ONL"

COMPONENTS IDENTIFIED

Intangible Assets Measurement Models [Sve@y, 2004)

Value Added Intellectual C

(ROA-1897-(Pub

Tobin's q
(MCM-1950"s-Tobin)

Market-to-Book Value
(MCM-1997/98-Stewart/Luthy)
i Knowledge Capital Earnings
(ROA-1999-Lev)

The Invisible Balance Sheet
(MCM-1989-Sveiby)

oefficient VAIC™

Topplinjen/BusinessiQ
{SC-2004-Sandvik)

lic)}
Calculated Intangible Value
{ROA-1997/98-Stewartiuthy)
Economic Value Added EVA™
{ROA-1997-Stewart}

Investor assigned market value IAMV™
(MCM-1993-5tanfield)

Value Chain Scoreboard™
(SC-2002-Lev)
Skandia Navigator™
{SC-1994-Edvinsson/Malone)}

Danish guidelines

IC Rating™
{SC-2002-Edvinsson)
Balanced Score Card
(SC-1992-Kaplan/Norton)
Meritum guidelines

(SC-2002-(EU))

Intangible Asset Monitor
(SC-1994-Sveiby)

(SC-2003-Mouritzen & al.)

ICIndex™
(SC-1997-Roos & al.)

Knowlegde Audit Cycle
{SC-2001-Marr& Schiuma)

Human Resource Costing & Accounting-HRCA

(DIC-1983-Johansson)
Sitation- Weighted Patents

(DIC-1996-Bontis)

Inclusive Valuation Methodology-IVM
(DIC-1998-Mc-Pherson)
Total Value Creation.TVC™
(DIC-2000-Anderson&McLean)
Technology Broker
(DIC-1996-Brooking)

Human Resource Costing & Accounting-HRCA
(DIC-1970"=-Flamholtz)

HR Statement
(DIC-1990-Ahonen)
The Value Explorer™
(DIC-2000-AndriezssendTiessen)
Intellectual Asset Valuation
(DIC-2000-Sullivan)

Accounting for the Future AFTF™
(DIC-1998-Nash)

NO MONETARY-VALUATION

Copyright Karl-Erik Sveiby 2004

MONETARY-VALUATION

(Mcm)
MARKET CAPITALISATION

METHOD

(ROA)
RETURN ON ASSETS
METHOD

(DIC)
DIRECT INTELLECTUAL
CAPITAL

(SC)

SCORE CARD METHOD
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The Four Approaches for Measuring Intangibles

= Direct Intellectual Capital methods (DIC): Estimate the $-value of
intangible assets by identifying its various components. Once these
components are identified, they can be directly evaluated, either individually
or as an aggregated coefficient.

= Market Capitalization Methods (MCM): Calculate the difference between a
company’s market capitalization and its stockholders’ equity as the value of
its intellectual capital or intangible assets.

= Return on Assets methods (ROA): Average pre-tax earnings of a
company for a period of time are divided by the average tangible assets of
the company. The result is a company ROA that is then compared with its
industry average. The difference is multiplied by the company’s average
tangible assets to calculate an average annual earnings from the intangibles.
Dividing the above-average earnings by the company’s average cost of
capital or an interest rate, one can derive an estimate of the value of its
intangible assets or intellectual capital

Sunday, June 16, 2019
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The Four Approaches for Measuring Intangibles

= Scorecard Methods (SC): The various components of intangible assets or
intellectual capital are indentified and indicators and indices are generated

and reported in scorecards or as graphs.

Financial
L9 L
Tosucceed | Z|El ol
financially, how | 8| &l &'
should we sls E z
appearto our
shareholders?”
Smomen L pomme
| 0 g v. -
o £ L ision : FES
oo .H e | [ gk
, 18| 5= sharenoldel : =
should we SHE Strategy and customers, |O[F|S|E
appear to our what business
customers?” processes must
* we excel at?”
Learning and ;

Growth sl s
“To achieve our |Z|E]#(3
vision, howe will |8|%3| &S
we sustain our  |Slgl 8(F
ability to

change and

improye ?”
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The Fundamental Dilemma

= The main problem with measurement systems is that it IS not possible to
measure social phenomena with anything close to scientific
accuracy

= All measurement systems, including traditional accounting, have to rely on
proxies, such as dollars, euros, and indicators that are far removed from the
actual event or action that caused the phenomenon

= This creates a basic inconsistency between manager’s expectations, the
promises made by the method developers and what the system can actually

achieve and makes the systems very fragile and open to manipulation

Sunday, June 16, 2019
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What could it mean for the Accounting World?

The importance of Intellectual Capital and Intangible Assets, the immaterial
value of companies such as relationships with business partners, brand
awereness (customer/partner capital) and the ability to innovate (e.g. R&D
capital), but also the ability to multiply knowledge within the organization
(structural capital), has greatly increased in the last two decades.

Financial accounting and traditional management instruments are not able to
capture these new values and report on them.

What is needed is an enhanced concept for corporate reporting and new
management tools that will enable companies to manage these new drivers
In a systematic way.

This should enhance the capability of investors to better understand the
value and the potential of the hidden intellectual resources of an enterprise
in order to make better judgements about its capabilities to perform in the
future.
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International Accounting Standards (IAS)
IAS 38 Intangible Assets

the three critical attributes of an intangible asset are: [IAS 38.8]
B jdentifiability

® control (power to obtain benefits from the asset

INTANOIBLE ASSETS B future economic benefits (such as revenues or reduced future costs)
apomes Cxet £, Accaemingfu Braserch mef Ovekcgrsast Gaai Identifiability: An intangible asset is identifiable when it: [IFRS 35.12]
—— e ® is separable (capable of being separated and sold. transferred. license:
Exponst ol E12 Avowersth od Dirtaret At B arises from contractual or other legal rights, regardless of whether thos

and ohligations

4 Exprnst D £54 gt Adial Examples of possible intangible assets include
. B computer software
o B patents
B copyrights
B motion picture films
B customer lists
B mortgage servicing rights
B jicenses
B import quotas
B franchises
B cyustomer and supplier relationships
|

marketing rights
Intangibles can be acquired

B by separate purchase

B 35 part of a business comhination
B by a government grant

B by exchange of assets

B by self-creation (internal generation)

Sunday, June 16, 2019
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International Accounting Standards (IAS)
IAS 36 Impairment of Assets

: SUMMARY OF IAS 36

Objective

Bomw  Sis Sep  Stancercs indegretetons Agusds Shuctire Newshette Ssscorces Cosstresfvgions Leks Sew

MPARMENT OF ASSETS
T To ensure that assets are carried at no more than their recoverable amount, and to defir
o 3 Scope

Ysiochis The vemmury Selew reflects o Mareh 2004 revisiom IAS 36 applies to all assets except: [IAS 36 2]

1 Apw 2004 Tectre Dete of March 2000 revsons tn &S 36

® inventories (see IAS 2)

® fha B assets arising from construction contracts (see 1AS 11)
B deferred tax assets (see IAS 12)
Sl T B assets arsing from employee benefits (see IAS 19)

Objortive B financial assets (see IAS 39)
B jpyestment property carried at fair value (see 1AS 40)
B certain agricultural assets carried at fair value (see 1AS 41)
B insurance contract assets (see IFRS 4)
[ |

assets held for sale (see IFRS 5)
Therefore. |AS 36 applies to (among other assets):

land

buildings

machinery and equipment

investment property carried at cost

intangible assets

goodwill

investments in subsidiaries, associates, and joint ventures
assets carried at revalued amounts under IAS 16 and |AS 38
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Intellectual Capital Calculation
Building Blocks — Elements/Phenomena

Human Capital Customer Capital Structural Capital
(Organizational Capital

GUTHRIE Know-how: Brands Patents

(2001) Education; Customers Copyrights
Vocational Customer loyalty Trademarks
qualification; Company names Management
Work-related Distribution channels Philosophy
knowledge; Business Collaborations Corporate Culture
Work-related Licensing agreements Management
competencies: Favourable contracts processes
E11_t1_‘ep1‘e11em‘1'al Franchising agreements Information Systems
Spirit Networking Systems
Innovativeness, Financial Relations
Proactive and
reactive abilities

Source. Adopted from Guthrie (2001), p.35
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Areopa’s 4-Leaf Model®

IC - 4 leaf model - 15 categories

| e o ¥ ac | ‘ Higy Ssrucsurad

opynatt 2001 ARECEA CC Low Sructrad

The lighter the more structured (ST = white|

Source: AREOPA Web Presentation, http://www.areopa.com/
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Managing Growth — Costs lead to Increase of IC, Increase
of IC leads to Revenue

Revenues

Costs

Correlations

NO Correlation

Sunday, June 16, 2019
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Areopa’s Intellectual Capital Calculation
Example — Non Structuralized Human Capital

1 Title Non Structuralized Human Capital
2 Category Unstructuralized Internal Intellectual Capital
3 Location Human Capital

HC

4 Concept description VWhen joining AREQPA a new Areopagite will add value to

AREQPA in the following fields

Using/having a network

Using/having experience

Level of intelligence

Personality

Social skills

Technical skills
For being successful it is important that there is home
support. Enough financial backup is necessary
{meaning how long can he/she last with no income)

Average eamings Based on the average eamings or wage of the last 3 years the added value of the new Areopagite is

Multiplicator calculated. The average earnings are seen as a cost. The benefits are seen as a multiplicator of those A R E O PA
average earnings. The multiplicater is composed of all elements, mentionad above

provoking innovative intelligance

Network

The new Areopagite knows people. Some of them are known to AREQPA, others not. Categorization of the network
leads to 3 categories. each with a different weighting factor

WE
- A people at decision making level in large companies 3
with willingness to contact them in first 2 months
- B people at decision making level or key influencers in medium / 1.5
small companies with willingness to contact them in first 2 months
- C: Only indirect contacts 1

Persistence factor  The anticipated willingness to contact them is measured by the persistence factor (values: 0..1) of the new Areopagite

Sunday, June 16, 2019
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Areopa’s Intellectual Capital Calculation
Example — Non Structuralized Human Capital

Experience
13 Social skills
mglementation consukant using other method 0a
imglementation cocsubant aacar to laam 12 Vil 0.5
Congutant woding 88 concegtus consulian 07
#3155 top managament expenence reguarty 15 Technical skills

o7 Valve 0 5
Home
achng or 38 a pio! 1 to Support
Sxpanance working with groups framsr urkons &ic 15 Value 0
lotelligence Financial backup
WF
——

Cate 1 {WF=1) Value 0 1

2y, 3 maoiors 1

wamahs 1.1 1aned as 1h RS munus coSts 00 A new Aselpante

mplementation TCM 2

mpleonentation A8 4 5 Formuda Benufies - Costs

g2 (Wi=15

netwcrk cootdmator 3 E tor X Average Eamings

SA-macagae 2 B * Mutighcator x Expenence Factor x (intedy Inteldgence Factor)
Sho2em sa99 15 % Parsonalty ndex Sals hdex x Hame Scppert Factor x Firanoial Backio

Factar / Referance x A e

egary 3 (VAF=5] 9

aad penacator !‘ Hetwork MuBphcator = {3 x (W& niew « 0.8 % M4 known| ¢ 15 x (48 new + G 8 % 48 Knewn} + (8C mew + 0 82

333] penacatol 2 ¥ known)) ¥ Pargistancs tacios
Personality 5 = Sum of Awiugs Eaings
Each Avoopagea alee 0.5

& Variables Acarae Eaminga 1m0 EUR
e Maltghcator :

anlagiensnal 5 ¥ A naw S
4 ‘ L}
3 v al

N hasrachy 2 v
vanakle cos 1 v 3
v 10
The reference 1= \¥ Paryistancs fsclol 59

Expemnce facto
Weligancs Citsgoe
Melgenca Facse
Paraoralty

AREOPA oo
nwing 1

provoking Innovative Intelligonce ol shils 4
mical =kl 3

Haome Suppe 3

Fisancin Back 0.6

Hhamber of new g

7 Parametes Refevwnca 20

£ Calculation

3,676 mio EUR
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Areopa’s Positioning on Karl-Erik Sveiby’s Overview

ORGANISATION LEVEL ONL"

COMPONENTS IDENTIFIED

Intangible Assets Measurement Models [Sve@y, 2004)

Value Added Intellectual C

(ROA-1897-(Pub

fic))

Market-to-Book Value
(MCM-1997/98-Stewart/Luthy)
The Invisible Balance Sheet
(MCM-1989-Sveiby)

oefficient VAIC™

Topplinjen/BusinessiQ
{SC-2004-Sandvik)

Economic Value Added EVA™
(ROA-1997-Stewart)

Investor assigned market value IAMV™
(MCM-1993-5tanfield)

Value Chain Scoreboard™
(SC-2002-Lev)
Skandia Navigator™
{SC-1994-Edvinsson/Malone)}

Danish guidelines

IC Rating™
{SC-2002-Edvinsson)
Balanced Score Card
(SC-1992-Kaplan/Norton)
Meritum guidelines

(SC-2002-(EU))

Intangible Asset Monitor
(SC-1994-Sveiby)

(SC-2003-Mouritzen & al.)

ICIndex™
(SC-1997-Roos & al.)

Knowlegde Audit Cycle
{SC-2001-Marr& Schiuma)

Sitation- Weighted Batants

Inclusive Valuatior

(DIC-1998-M|

O LY ——
Technology Broker
(DIC-1996-Brooking)

Tobin's q
(MCM-1950"s-Tobin)
Knowledge Capital Earnings

(ROA-1999-Lev)

Calculated Intangible Value
(ROA-1997/98-Stewartfuthy)

Human Resource Costing & Accounting-HRCA
(DIC-1983-Johansson)

_-1990-Ahonen)

- Explorer™
drie=. “Tiesszen)
——
al Asset Valuau.
2000-Sullivan)

Accounting for the Future AFTF™
(DIC-1998-Nash)

(Mcm)
MARKET CAPITALISATION
METHOD

(ROA)
RETURN ON ASSETS

METHOD

(DIC)
DIRECT INTELLECTUAL
CAPITAL

(5€)
SCORE CARD METHOD

NO MONETARY-VALUATION

Copyright Karl-Erik Sveiby 2004

MONETARY-VALUATION
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