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As 26

Intangible ASSETS

ownership
Rights

-↑Meaning of Asset :- Any item/Resource which :-

a) is Controlled by the Entity &

6) 2 From which Future Economic Benefits Can

be expected ↳ Revenue generation

2)tof means :-having power to restrict-

Others from use of Asset & having power

to generated FEB For own purpose.

#Meaningof Intangible Asset :-

Any Intangible Item will be treated on Intangible
Asset if itFulfills all the below Conditions :

-

a) No Physical Substance /Licence , Patent, Copyright
6) Controlled by entity
1) Future Economic Benefits are expected

d) Such Intangible must be Identifiable.
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e) Non monetary item (value should not be
Fixed all the Time)

#) Held For Use in OrdinaryCourse of
Business

4) What do you mean by Identifiable
:

-

-
If itCome

either it is capable
of being SOID/used/transferred

From Legal
ContractsExchangedSeparately .

↓
TelecomLicence
Franchise agreement

- Following will not be treated as Intangible
Asset /Expenditure on them is directly transfer
to Pal)

:

- (Refer 2102al)
a) Preliminary Exp.

6) self Generated Goodwill (NotIdentifiable)
(Refer214)

1) Heavy Advertising or promotional/marketing
expenses .

d Staff Training Cost
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e) Pre operating expenses of Busines

# self generated Customer list

9) self Generated, Brand

6) When to Record an Intangible Asset inthe Books ?

When Cost of Asset Can be measured

reliably ·

#)LostOf Intangible Asset : -

19)Purchased (2) Self Developed Intangible Assets

Purchase Cost XXX

Refer () Trade Discount (XX)

al (4) Non Refundable Taxes XXX

& Duties

(4) Depreciation Of PDE Used XX

to Develop Intangible AssetsS /Technology /Software)
7) Test Run Expense (netf XX

#) Legal Expenses XX

(t) Professional Fees Paid *X
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(4) anyOther DAC
-

eg. Lease Reut of PPE A
Used to Develop
Software -

(Refer &3)

6) Other Cases of Cost of Intangible Asset
↓ ↓ ↓

Intangible Asset Intangible Asset Entangible Asset

acquired thou acquired in Kind acquired Now

(exchange) But Payment

amalgamation ↓ to be made in

Cost = Fair value Cost = FV Of Assets Future after

Syr .Gmar
(in the nature of given (est priority) ↓purchase) (v) Fr of I. Asset Cost will be
Cost= Book value purchased (nd priority) Present

(in the nature of Merger) (or) Bu of Asset Value of

given (ifFr are Future
not available) outflow
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-> Refer 214)
8) Research & Development Expenses Emquestion

9Research:- it is activity to Find New Innovation
or Technology

All Research Expenser should be immediately
transfer to Per (No Capitalisation , No D&A)

6)development im An activity which converts research
Findings to an Asset

(Development Of Software (or) Technology)

Development Expenses should beCapitalised
if Following Condition are Fulfilled : -

(i) It is expected that there is Technical Feasibility
ofCompletion of Intangible Asset ↓

Team of
Skilled

persen
& Resources

(ii) There should be an Intention to Complete
The Development

(iii) There should beSufficient Ability With Entity
to see theFinal product (product KO Barcane

marketable
Ki sharta)
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(iv) Whether the Developed Int . Asset will give "Future

Economic Benefits a not

() There should be Sufficient Financial Resources
toComplete the Development.

(v) the expenditure on Development (cost) can be
measured reliably.

Note : - The Date When product/Intangible Asset-

becomes Technically Feasable (0) the date when
it is established (prove) that there is Technical
N & Intentian of Completion ,

theneasibilitySuch Date would be the start point
For Capitalisation Of Development teep .

↳ (Refer 22)

#ote:- Once the Development Of Intangible Asset
isComplete then Commercial production
Starts. Expenses of Commercial productionSuch packaging are not to be Capitalised.

↳ (Refer 22)
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9) Subsequent Expenditure on alreadyRecognised
Intangible Asset :

-

Such Expense Shall be Capitalised if it
Increases the predetermined efficiency of Asset.

(Refena5)

UV.Inep
:

10) Amortisation of Intangible Assets (Refer 216)
↳ Depreciation
-r--

Start & End Method of
Period of Amortisation Of Amerisation Amortisation
(Useful life) ↓
↓ · Amatisation Shall Astpriority

· Life based on Best be started When ↓
available evidence C. Asset is available In the ratio

For Use
.

of Expected
· But it may not Future Economicexceed 10 YVI.
Unless there is · AmortisationShall Benefits

an evidence to prove be stopped when: and Priority
that life is more a) CA = Rv ↓
than 10 yes. 6) IAsset is Devecognised Use Sum

due to sale or woff if IstExample of 5. Assets with
4) I Asset is retired Method is

life of more than 10 yes .

From Active Use not available

-
Tur Z HFS

Licence Franchise Toll Road
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Telecome Rights Licence

Other Important Points For Amatisation
-↓ Goodwill-

&mortis. in

Residual
Amortisation is Mandatory 5years↓

Value
· If in earlier years, No Amortisation

↓ is charged (C) Omitted then in
Rv shall always Cy Cumulative Amortisation till
assumed to be Date shall be calculated.

Zero
,
Unless

there is a third
·Prior period exp . ak Dr . (Amortisatione
-

Party Commitment
Amortisation teep al Dr . (CY Amortis)

to purchase Such
To I. Asset

(RefereAsset
. all

&

Change in Estimates For Amatisation
--

Change in Useful life These Changes
(c) are called Change

Change is Future Economic in Ak Estimates .

Benefits

(or) Prospective effect
Change in Amortisation should be given
method

(Refer as)
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11) Impairement & DeRecognition of

Intangible Asset

--②
When Recoverable De Recognition
Art is lower Of I. Asset

than CA due to sale
,

↓ Lease
,
wo if

Recognise Impairment ↓
Loss in Pa

Galboss in Per
[In = CA - RA ↓

(Refer 28)
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⑲ Working Note
-

EntanAssetAtArtisB
Goodwill 10

,

80
,000

500
yus- 112800 45T200

Franchise 1, 800 ,00 Gyrs .
30 .000 150,000

Patent 240000 8 yus . 30 , 000 2
,
10

,
000

&

-12800

*ote- Annual Fees 210% = 60 ,000 x 10% = 6000

Shall be directly transfer to PO.

Naresh Lod .
B as on 3113120

Note

Assesble Assets I & 8 ! 1200
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ansible
As a

151200

I &

-1

6) Franchise (wi 150000

↳ Patent (wi) 2
,
10

,
000

1200

-Shea 600

Expenditur
-

a) Dep . 2 Amortis , I 172800
6) Other esp. 600dCannual Fear I
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