
 

CA. JAI CHAWLA (FCA, M.COM, DISA, IFRS) (7887 7887 05)                                       Page | 1  
 

 

 

*S26
Intangible Assets
-

Asset

~TTYease(CA) &1Tangible Investment Asset
↓ Inventory ↓↓ ↓
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property , GOLD
Silver Entangible

/ to
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Patent AS26
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& What is Asset ? cost saving
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I what is Control ?↓
power

~a
to restrict

to obtain othere From
Economic use of that
Benefits Asset
From that

Asset

3) What is Intangiote Asset ?

Any Intangible item will be treated as an

Asset if it satisfies all the following
Conditions :-

a) FEB must be expected toFlow
of It is Controlled by entity
4) It must beIdentifiable

a without physical substance
e) It isHeld For Use in production of
als ,

or Fer supply of als or
admst purpose

# It is non-monetary item .
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2) What is Identifiable ?↓

a) Any Intangible item has ability to
generate Individual EconomicS Benefits by Sale/use/Lease) ExchangeLaptop etc

to
Op system-> X3
Ak softwareOAntivirus softe .- EdentificateERP system

(al)

b) When Intangible item Grise From

any Contractual agreement.↳ Telecome Licence
Franchise agreement

5) When to Record the Intangible Asset ?
When Cost of AssetCan be
measured relitly
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6) Initial Recognition of Intangible Asset ?

First Time Residing at Cost
↓

PC
+ DAC

+ BC (If it is
2A)

IfIntangible Asset is acquired theu Amalgam
What should be the lost ?
--

Amalg . in Analy , in the

The nature nature of

of purchase Merger

↓ ↓
Cost = Fair value Cost = Book

a Valuer
agreedValue inFa

Intangible Asset is acquired thro Govt Grant

↳ Cost = Nominal value as per As 12
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selfgenerated Intangible Ast (Software)
Cost Employee Benefit emp

#) PPE (equipments) purchased
For seoftware develop

(H) Lease Rent of premise
where Software development

is carried on

(4)Test Row esp.

(t) Legal Cost expenses

y
other D

7) Amortisation Of Intangible Assets

↑metisation period !
-

Period of Amortisation shall not exceed 10

yes. Unless it is evidenced.

3)matisation method :- Intangible Asset
shall be amortised as per following
methods :-
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(i) In proportion of Estimated Future
Euromic Benefits : (a) (Ast priority)

(ii) In absence of above method
,
Use SLM

↳eidualvalue : - Rv of any Intangible
Asset shall be Zero Unless
There is a third party Committment
to purchase Such AssetAfter Certan

period.

Eg: We bought Software OF Solan.
2 estimated 5 yes . Of life

Out our estimated period of Use is 2yrs.

There is azed party Commitment to key
after2yes at Islas

Calculate Amatisation every year in

bothCases :
-

as sum

6) estimated FEB are Ou. Firstyr :

⑩las sudyr
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Sol) : - Cost = 50, 00, ,000
(f) R . Value = 18

,
00

,
000

-

Max . Amortisation = 32 ,
00

,
000

to be done
-

period of Amortisation = 2yrs .

Amsitisation Astyr-0000
= 16 Man.

- -du = 161as .

2:-
Amatisation
--
Ast 2nd

3200000 +- 3200000 X1
3

21
.
33

.333/- 10,66 .667-
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8) Subsequent Expenditure on Intangiote
Asset :
-

If such expenditure increases the earning
efficiency of T Aret ,

Such esp
shall be added to the Carrying
Aut of Asset

.

Otherwise Charge it
to SPL .

&DeRecognition of Intangible Asset !-

Intangible Assets shall be Derelognised
in Following Case :

-

a) When the Useful life is over ;(a)

b) When Asset is SMID/disposed heard
Under

an FL

2) When I Asset stops generating
FEB

.

Gam/loss on DeRecognition those be

turfer to P21 .
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underfor next 3 year !

working Ament Aut.&earx120
750

gu 300
-n- 120

6 150 300Xo Go
-

E

10) Research a Development Exp

Kemp
.

on Internally generated Ent . Asset

(Such as Software/Technology)
-

Research Exp Development

↓ Leap.
always toumfer a) Development begin only
to SPL When Research is

↓ Successful

At the time of Research % Expenditure on Develop .
can be Capitalised

FEB are not certain
z treated as Int . Asset

to be realised Untill
an Fulfillment of

Research isSuccessful FollowingConditions :-
I



 

CA. JAI CHAWLA (FCA, M.COM, DISA, IFRS) (7887 7887 05)                                       Page | 10  
 

 

 

-
(i) (ii) GillilityThere is Technical EntityShould
Feasibility of have clear to generate
Completion Of Intention to FEB

Development. Complete the after the

↓ Development. Development
are skills required ↓ to
to Complete the
Development : BOD producon
available smembers↓ marketable

Kanne⑮ligat Darka shamta
irada

·(vi)
(iv) quette Cost Can
Demonstration be measured

Financial
Of FEB i.e

Resonken
How the entity to Complete reality
will generate The

FEB & How Development

many yeare ↓

⑭iat
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eg
:

-

Research Developmentstarted started

↑
solan . Zolan.

**
1
zne .

Il guaI a↓ ↓ ↓ Creteria
Palac Palal Conditions ForJ. A
of 15 of24dyv notyet Fulfilled

Fulfilled in mid

(Greteria not First Solan ,

Satisfied)⑳↓
Capitalised

of 3uy Pak

Once the exp , is changed to po & later on it
Creteria to Read Asset is satisfied

.
Such

emp can never be reversed.

This is not Prior period stor.
This is change in Ap estimate
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11) Customer List
--
Self Acquired
generated ↓↓

ZA Canbe
NO I A

recorded
should be

if allOt
recorded Condition

Satisfied

12) To Amortise any C.A
., always Consider

Useful life instead ofLegal life.

13) AssetComprise of Tangible & Intangible
elements -

--
If Intangible If Intangible
element is element is
Integral port not Integral
of Hardware part ive it

to can be used

DonotRewgnise Separately
↓

Separaly Intangiote element
can be recorded

Separetly



Shares /
Securities

Exchanged

Separately
Acquired

Acquired by
Govt. Grant

Asset
Exchanged

Acquired in an
Amalgamation

Cost of Acq.
(COA)
+
Non Refundable 
Duties/Taxes
+ 
Direct Exp.

FV of IA
Acquired

or

FV of
Securities

issued

whichever 
is more
Clearly
Evident

Concessional
Rate

COA

Free of
Cost

Nominal
Value

FV of IA
Acquired
or
FV of Asset
Given up

whichever 
is more
Clearly
Evident

Yes

Purchase 
Method

Included in
Goodwillat FV at Same BV

Whether Separately Identified ?

Merger 
Method

No

Purchase 
Method

AS 26 - INTANGIBLE ASSETS (I.A.)
Some Important Terms

Identifiable

Separate Identity 
& Distinguishable

from Goodwill

Can Arise 
from
Contract 
Eg. License

Can be Sold/
Rented
Exchanged 
Independently 

Research
Phase

Development
Phase

Expense
in P&L
Immediately
in the Same 
Year        • Technical Feasibility

       • Intention to Complete
       • Ability to Sell or Use
       • Generation of FEB
       • Adequate Resource (Financial & other) available
       • Cost can be Measured Realiably 

Control

Power to 
receive FEB

Restrict others
from use of Asset

Cost Asset= 
(if 6 conditions
are met)

Cost

How to Measure the Cost?

Internally Generated I.A.I.A. Purchased

Goodwill
Do not Recognise

Research & 
Development Exp.

30

7 Conditions of I.A.

1. Identifiable       
2. No Physical Substance   
3. Non Monetary 
4. Enterprise can Control 
    i.e. Ownership  
5. Expected Future Eco. 
    benefits. (FEB) 
6. Held for Use   
7. Cost can be Measured 
    Reliably

1 2

4

FEB

Increase 
in Revenue

Saving in 
Cost / Tax

Non-Monetary

No Fixed or
Determinable
Amt. (Eg. 
Fixed Asset)

Recognition & Measurement of I.A. (V.Imp)

If & only if -
• Probable FEB are 
   Expected to flow
                  &
• Cost can be 
   Measured Reliably

3

Initial Measurement 
at COST

Recognition Measurement
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(no Fixedvalueme)

(not Far sale)

if all above

Condition Fulfilled

then I
. A .

Cambe

recognised

ofCompletion

(DAC)
↓

#I -

Cost of 101-

[A => PP + DAC Acquisition

PPE= PP + DAC + DeWmm . (actualpante
Cost



AS 26 - INTANGIBLE ASSETS (I.A.)

31

Amortisation

In the Pattern 
of FEB
Consumption
on Asset 
- Ist Priority

If Pattern
can’t be
Determined

SLM

Treat as Expense5

Method Period Residual
Value

Review of
Method

& Period

Generally 
Zero

Exception :
Commitment to
Purchase by 3rd Party
is available

- Generally upto 10 years
- If more than 10 years

Provide 
proper
Evidence

Estimate Recoverable Amt. 
Annually & Provide 
for Imp. Loss through P&L

At least Once 
in a year

Other Imp Areas6

Subsequent
Exp.

Following
are Not I.A. 

(always P&L)

1. Preliminary Exp. 
2. Pre-Operating Exp.
3. Staff Training Cost
4. Heavy Advertisement Exp.

Capitalized
if FEB Expected 
to Increase

Page -2

If there is a change,
then it is a Change in A/c Estimate

Prospective effect on Financial Statement
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