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RECOGNIZING THE RIGHTS FROM THE CONCESSION AGREEMENTS
Adrian TRIFAN, Silvia SUMEDREA
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Abstract: According to the Accounting Regulations in accordance with the IV-th Directive of the European Economic Communities, the received concessions reflect as intangible assets when the concession agreement establishes a determined period and value for the concession. The amortization of the concession is going to be registered during its use, established in accordance with the agreement. If the agreement stipulates the paying of a rent and not a value of the amortization, the expense representing the rent reflects in the bookkeeping of the entity which receives the concession, without the recognition of the intangible assets.
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In order to illustrate the accounting recording of the operations following the concession of some goods, it is considered an entity which takes goods in concession for a period of 20 years.
We will illustrate both the situation in which the concession cannot be recognized as assets, and the situation in which the concession can be written in the assets part of the balance sheet. In both cases we will use the same data concerning the object of the concession, the period, the value of the royalty (in this case, quarterly), the falling due terms. The operations following the signing of the concession agreement will be registered in the bookkeeping, according to the provisions of the agreement.

Thus, in the first situation, when the agreement doesn’t stipulate an amortizable value of the concession, only the payment of some monthly royalties, the concession cannot be recognized as assets. In the second situation, the agreement stipulates a period and a total value of the concession, allowing its recognition as assets in the balance sheet.
A.  The situation in which the concession cannot be recognized as assets
An entity takes in concession a building, with the afferent land, belonging to the public domain of the state. The duration of the concession is 20 years starting 01.01.2007.

In the agreement signed by the two parties there isn’t a total value of the concession, only the value of the owed quarterly royalty, which is 100 m.u. (monetary unit).

At the end of the period of concession the building and the afferent land are given back. The payment of the royalty will take place quarterly, on the 5th of the first month of the trimester. 
In order to register the operations the following accounting articles will take place: 

Date: 01.01.2007
a) According to the agreement, registering the sums representing the owed royalties for the whole period of concession, having a total value of 8.000 m.u.   (100 x 4 trimesters x 20 years):
	Debit cont „Royalties, management tenancy, rents and other assimilated debts”
	8.000


Date: 05.01.2007
b) Registering the royalties afferent to the Ist trimester– year 2007:

	„Expenses with royalties, locations and rents„
	=
	„Suppliers”
	100


and simultaneously,

the respective sums are registered in the credit cont „Royalties, management tenancy, rents and other assimilated debts”

	Credit cont
„Royalties, management 
tenancy, rents and other assimilated debts”
	100


c) Paying the debt owed to the suppliers:

	„Suppliers”
	=
	„Bank accounts in lei”
	100


The above presented registrations repeat every falling due date stipulated in the agreement.

Data: 31.12.2007
The sold of the cont „Royalties, management tenancy, rents and other assimilated debts” on 31.12.2007 is 7.600 (100 x 4 trimesters x 19 years) and represents the equivalent of the royalties the entity has to pay by the end of the concession agreement.

Date: 05.01.2008
a) Registering the royalties afferent to the Ist trimester of the year 2008:

	„Expenses with royalties, locations and rents„
	=
	„Suppliers”
	100


and simultaneously,

the respective sums are registered in the credit cont „Royalties, management tenancy, rents and other assimilated debts”
	Credit cont
„Royalties, management tenancy, rents and other assimilated debts”
	100


b) Paying the debt owed to the suppliers:
	„Suppliers”
	=
	„Bank accounts in lei”
	100


The above presented registrations repeat every falling due date stipulated in the agreement.
Date: 31.12.2008
The sold of the cont „Royalties, management tenancy, rents and other assimilated debts” a sum of 7.200 (100 x 4 trimesters x 18 years), reflects the equivalent of the concessions that are to be paid on the 31 December 2008. 

The registrations are done similarly until the agreement ends.

At the end of the concession period, once the last payment for the royalties is made, the cont „Royalties, management tenancy, rents and other assimilated debts” is sold off.
B. The situation in which the concession can be recognized as assets
An entity takes in concession a building, with the afferent land, belonging to the public domain of the state. The duration of the concession is 20 years starting 01.01.2007.

The concession agreement stipulates that the total value of the received concession is of 8.000 m.u. and the value of the owed quarterly royalty is 100 m.u. 

At the end of the period of concession the building and the afferent land are given back. The payment of the royalty will take place quarterly, on the 5th of the first month of each trimester. 
The amortization of the concession takes place during its use duration, stipulated by the concession agreement, using the linear method.

The annual amortization is 8.000 / 20 years = 400 m.u./year
The monthly amortization is 400 / 12 = 33,33 m.u./month
Year 2007:

The concession is recognized as assets.

a) The total value of the received concession is registered in the booking: 
	„Concessions, patents, licences, similar assets and rights”
	=
	„Other assimilated debts and loans”
	             8.000


and simultaneously the assets received in concession are not registered in the balance sheet, Debit ct. „Other values besides the balance sheet”.

b) The registration of the monthly amortization of the concession:

	„Operating expenses regarding the  amortization of the fixed assets”
	=
	„Amortization of the concessions, patents, licences, brands, similar assets and rights”
	33,33


This accounting registration repeats every month during the concession.

c) The  payment of the royalties owed for the Ist trimester of the year 2007 according to the contract:

	„Other assimilated debts and loans”
	  =
	„Bank accounts in lei”
	100


The royalties invoiced by the concessionaire are registered through the accounting article 167 = 404 and 404 = 5121, and the VAT is according to the stipulations of the Fiscal Code.

The sold of the cont „Other assimilated debts and loans” on 31.12.2007 is 7.600 m.u. and reflects the equivalent of the royalties the entity has to pay by the end of the concession period.

In the balance sheet closed on the 31.12.2007, the received concession reflects in the intangible assets, having a value of 7.600 m.u., representing the entrance value (8.000 m.u.), diminished  by the cumulated values adjustments, i.e. the amortization (in our case 400 m.u. representing the amortization afferent to the first year of concession).

Year 2008
a) The amortization corresponding to every month during the whole year is calculated and registered:

	„Operating expenses regarding the  amortization of the fixed assets”
	=
	„Amortization of the concessions, patents, licences, brands, similar assets and rights”
	33,33


b) Paying the royalties afferent to the  Ist trimester of the year 2008:

	„Other assimilated debts and loans”
	 =
	„Bank accounts in lei”
	100


The above presented registrations repeat every month, every trimester respectively, until the period of the concession ends.

The sold of the cont „Other assimilated debts and loans” on 31.12.2008 is of  7.200 m.u., representing the equivalent of the royalties the entity has to pay by the end of the concession agreement.
In the balance sheet closed on 31.12.2008, the received concession reflects at intangible assets, having a value of 7.200 m.u., representing the entrance value (8.000 m.u.) diminished  by the cumulated values adjustments, i.e. the amortization afferent to the two years of concession, in our case 800 m.u. (33,33 m.u./month x 24 months).

The above presented registrations repeat every month, every trimester respectively, until the period of the concession ends.

Once the contract expires, after the integral amortization, the return of the building and of its afferent land is registered and implicitly the received concession is eliminated from the bookkeeping:

	„Amortization of the concessions, patents, licences, brands, similar assets and rights”
	=
	“Concessions, patents, licences, brands, similar assets and rights”
	33,33


and simultaneously,

Credit cont „Other values besides the balance sheet”.
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