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SICASA Chairman’s Writes:
DR Deor Friends

Greetings!

"Happiness is not an individual matter. When you are able to bring relief, or bring
smile to one person”.

We have successfully conducted crash course for IPCC students during last month
and it bring smiles to those who were attended and they were relieved from exam
Stress.

This month we have decided to conduct crash course for CPT students, by this
time you might get the announcement. Our aim is to train students with knowledge
and make them to work in a globa environment. We do whatever best we can
provide to our students.

We have attended SICASA chairmen’s’ orientation programme at SIRC, Chennai
along with a student representative Mr.J.Nikhill Vasanth. After the session was
over, we came out proudly as we have done most of the student & student related
activities than the other SICASA branches.

Now, you all are relieved from your exam tension. Some of you are preparing to
attend offices. We all must understand that the formal education is an important
part of one's life, however equally important is to keep the student within us aive
and keep learning from life itself. So, we have to gear up and become a student of
life and learn al we could, from whomever we could. We can’'t rely only on
books. With passion and hard work what is it that we cannot achieve?. Let’s keep
the student within us alive.. not just for exams but for life itself.

With warm regards,

CA.G.Manoj Rodrigo
SICASA Chairman
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LOOK AT THE OTHER SIDE

A Mother was reading a magazine and her cute little daughter
every now and then distracted her. To keep her busy, she tore one
page on which was printed the map of the world. She tore it into
pieces and asked her to go to her room and put them together to
make the map again.

She was sure her daughter would take a lot more time and probably
whole of day to get it done. But the little one came back within
minutes with perfect map.

When he asked how she could do it so quickly, she said, "Oh
Mom, there is a man's face on the other side of the paper. | made
the face perfect to get the map right." she ran outside to play
leaving the mother surprised.

Moral:

Perhaps there is always the other side to whatever you experience
in this world. This story indirectly teaches a lesson. That is,
whenever we come across a challenge or a puzzling situation, look
at the other side...and will be surprised to see an easy way to tackle
the problem or an acute difficulty.

By

CA.G.Manoj Rodrigo
SICASA Chairman

4/26G/2, Aathiparasakthi Nagar, Fax: (+91) (461) 2347 720
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AS 26

Intangible assets

By Mr.J.Nikhill Vasanth
CA |PCC Student
SRO 0287548




Infro

» Dealt with Intangible Assetsthat are not dealt inany
other AS specfically.

» Criteria required to meet to recognize the 1A

» Measurement, accounting treatment ,and finally the
disdosures

\_



Out of Scope

» IA covered by other AS-2,7,22,19,14,21
» Hnanaal asset-cash,contractual right to

receive cash
» Mineral rights and

expenditure on the exploration

for,or development and extraction of mneral,oil,natural
gasand amilar non regenerative resources

» IA arigng in insurance enterprises from contracts with

policyholders
» EXpenditure inres

nect of termnation benefits.

\_



Definitions

» Aset-a resource controlled by an enterprise
asa reault of pagd events

-from which future economc benefits
are expected to flow

» Intangible Aset —identifiable, non monetary,
without physcal subsance, held for use In the
production or upply of goodsor services, for rental
to othersor for admnidrative purposes

\_



» Research — Original and planned invegigation

undertaken with t
or technical know

ne propect of gaining new saentific
edge and underganding.

» Development — a

pplication of research findings or other

knowledge to a plan or deggn for the production of
new or ubgantially improved materials devices
products, proceses, sysens or srvices prior to the
commencement of commeradal production or use.

\ _



Identifiability

» |A mug be dearly diginguighed from goodwill

» Canbe dearly diginguished If it isseperable

» Seperability iIsnot a necessary condition for
identifiability.

» Bvenif asset generates the future economc benefits

only with the combination of other assets it is Hill
identifiable.

\_



Conirol

» Enterprise should have the power to enjoy the future
economic benefit aswell asable to redraining othersto

enjoy such benefits

» Legal right such as copyright, redraint of trade
agreemernt.

» Training to daff

» Portfolio of cusomer or market share

\_



Examples

» Computer Softwares

» Patents ,Copyrights,License

» Motion picture Hinms

» Airplane landing rights

» Hanchises

» Cugtomer loyalty

» Market share/ quota

» Glw

» IA acguired under leases

» Inseperable with tangible asetsAS 10

\_
‘



Recognition Criteria

» It iIsprobable that the future economc that are
attributable to the asset will flow to the enterprise

» The cog of the asset can reliably measured.

An Intangible Asset dhould be meaaured initially at cost



Initial recognition

» Separate Acguigtion

» Acguigtion as part of ananmalgamation-AS 14
» Acquigtion by way of a GG-AS 12

» Exchange of AssetsAS 10

» Internally Generated G/ w

» Internally Generated Intangible assetqR&D)



Separate Acquisition

» Cog can be reliably measured

» Cog indudes purchase price, inport duties and other
taxes, any directly attributable expenditure such as
professonal feesfor legal services

» If the congderation is other than cash, such as scurities
then either of their fair value whichever is more dearly
evident isrecorded asthe cog.



Acquisition as part of an Amalgamation

»  Accounted 1n accordance with AS 14

» However following points must be conadered while
preparing the financial statements of the transferee

company:
» Judgment is required to determine whether the cost(i.e.fair
value) ismeasured reliably for separate recognition.

» Quoted market price inthe active market ,price of the mos
similar recent transaction in the active market

» For recognition in the tranderee book, congderation of
transferor book Is not required.

» If not , that would be included in the goodwill.

\_
‘



Internally Generated Intangible assets

» Two Phase-Research &Development

» If not able to diginguish treat the whole as of incurred
for research

» Research -treat the whole as an expense for the success
IN it Isnot certain.

\_



Development Phase

» Conditionsto recognize it asan aset

--the technical feasbility of conpleting the
intangible asset s that it will be available for use or
[ale.

--Intention to conplete
--the ability
--market for the 1A

--Avallability of adeguate technical, finanaal and
other resources to conplete the development phase.

--Ability to meaaure

‘



» All the incurred expenditure related to that
development phase.

» Reindatement of expenditure that already recognised
as an expense is prohibited.



Subsequent expenditure

» Canbe recognised asan asset if

- If It increase the previoudy assessed sandard
performance

-If 1t Isable to be measured and attribute reliably to the
particular ast.

Otherwise recognise as expenses



Amortisation

» The depredable amount should be allocated ona
sysematic bags over the bes egdimate of its useful life.

» Rebuttable presunption-10 yrsuseful life

» Useful life islimted to the legal rights period
» Method-S.M,DBM,UPM

» Amortisation —expense



Carrying amount

» Cog lessany accumulated amortisation and any
accumulated impairment loss

» Impairment loss-amount by which the carrying amount of
an aset exceeds its recoverable amount



Residval Value

» Rebuttable presunption—0

» Can be digproved when there iscommtment by the
third party to purchase the asset or active market exids
for the asset at the end of the useful life of the asset




Retirement and Disposal

» Useful life and method of anortisation can be
reviewed.

» Mugt be derecognised on disposal
» Gainsor losses sould be takento P&L

» Incase of retirement,|A dould be carried at itscarrying
amount at the date when the asset isretired,recognisng
any Impairment loss acccordingly.

\_



Disclosures

» Useful life
» Method of Anortisation

» Gross carrying amount with Acc.Amortisation @ the
neginning and end.

» Recondliation
» R&D

» RUlly amortised but gill in use I1A —Encouraged to
disclose not required.

\_





