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Technical Summary

| AS 38 I ntangible Assets

as issued at 1 January 2012. Includes IFRSs witffactive date after 1 January 2012 but not BRSs they
will replace.

This extract has been prepared by |FRS Foundation staff and has not been approved by the IASB. For the requirements
reference must be made to International Financial Reporting Standards.

The objective of this Standard is to prescribeabeounting treatment for intangible assets thatnatedealt
with specifically in another Standard. This Stawldaquires an entity to recognise an intangibletagsand
only if, specified criteria are met. The Standatdoaspecifies how to measure the carrying amount of
intangible assets and requires specified disclgsaieut intangible assets.

An intangible asset is an identifiable non-monetsyet without physical substance.
Recognition and measurement

The recognition of an item as an intangible assgtires an entity to demonstrate that the item sneet

(a) the definition of an intangible asset; and

(b) the recognition criteria.

This requirement applies to costs incurred inigidd acquire or internally generate an intangitdsed and
those incurred subsequently to add to, replacegbaot service it.

An asset is identifiable if it either:

(a) is separable, ie is capable of being separatedvaded from the entity and sold, transferred, lised,
rented or exchanged, either individually or togetivéh a related contract, identifiable asset ability,
regardless of whether the entity intends to dmso;

(b) arises from contractual or other legal rights, rdigss of whether those rights are transferabkeparable
from the entity or from other rights and obligason

An intangible asset shall be recognised if, ang dnl

(a) it is probable that the expected future economiwebts that are attributable to the asset will fltavthe
entity; and

(b) the cost of the asset can be measured reliably.
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The probability recognition criterion is always soered to be satisfied for intangible assets @ahatacquired
separately or in a business combination.

An intangible asset shall be measured initiallgcsit.

The cost of a separately acquired intangible assaprises:

(a) its purchase price, including import duties ammh-refundable purchase taxes, after deductingetra
discounts and rebates; and

(b) any directly attributable cost of preparing #sset for its intended use.

In accordance with IFRS Business Combinations, if an intangible asset is acquired in a busimessbination,
the cost of that intangible asset is its fair vaaiethe acquisition date. If an asset acquired business
combination is separable or arises from contractwabther legal rights, sufficient information esisto
measure reliably the fair value of the asset.

In accordance with this Standard and IFRS 3 (asedvin 2008), an acquirer recognises at the aitiquis
date, separately from goodwill, an intangible asddéhe acquiree, irrespective of whether the akadtbeen
recognised by the acquiree before the business inatiin. This means that the acquirer recogniseanas
asset separately from goodwill an in-process rekeand development project of the acquiree if thagegt
meets the definition of an intangible asset.

Internally generated intangible assets
Internally generated goodwill shall not be recogdias an asset.

No intangible asset arising from research (or frima research phase of an internal project) shall be
recognised. Expenditure on research (or on tharelsgohase of an internal project) shall be rec®ghas an
expense when it is incurred.

An intangible asset arising from development (onfrthe development phase of an internal projec) ste

recognised if, and only if, an entity can demortstedl of the following:

(a) the technical feasibility of completing the intallgi asset so that it will be available for useales

(b) its intention to complete the intangible asset asel or sell it.

(c) its ability to use or sell the intangible asset.

(d) how the intangible asset will generate probablerieconomic benefits. Among other things, thetenti
can demonstrate the existence of a market for akguo of the intangible asset or the intangibleetigself
or, if it is to be used internally, the usefulnesshe intangible asset.

(e) the availability of adequate technical, financiatlather resources to complete the developmentcauoge
or sell the intangible asset.

(f) its ability to measure reliably the expenditureilatitable to the intangible asset during its depsient.

Internally generated brands, mastheads, publiditieg, customer lists and items similar in substashall not
be recognised as intangible assets.
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The cost of an internally generated intangible akBsethe purpose of paragraph 24 is the sum oeedjiure
incurred from the date when the intangible assst fneets the recognition criteria in paragraphs22land
57. Paragraph 71 prohibits reinstatement of experapreviously recognised as an expense.

Expenditure on an intangible item shall be recogphiss an expense when it is incurred unless:

(a) it forms part of the cost of an intangible assat theets the recognition criteria; or

(b) the item is acquired in a business combinationcamhot be recognised as an intangible assetslighhe
case, it forms part of the amount recognised ag\gitloat the acquisition date (see IFRS 3).

Measurement after recognition

An entity shall choose either the cost model orrthaluation model as its accounting policy. Ifiatangible
asset is accounted for using the revaluation madlethe other assets in its class shall also lsewated for
using the same model, unless there is no activeentor those assets.

Cost model: After initial recognition, an intangbhsset shall be carried at its cost less any adeted
amortisation and any accumulated impairment losses.

Revaluation model: After initial recognition, artangible asset shall be carried at a revalued atmbaimg its
fair value at the date of the revaluation less anlgsequent accumulated amortisation and any sudisequ
accumulated impairment losses. For the purposeewdluations under this Standard, fair value shall
measured by reference to an active market. Revahsashall be made with such regularity that atehd of
the reporting period the carrying amount of theeadses not differ materially from its fair value.

An active market is a market in which all the fefiog conditions exist:
(@) theitems traded in the market are homogeneous;

(b)  willing buyers and sellers can normally be founary time; and
(c) prices are available to the public.

If an intangible asset’s carrying amount is incesh®s a result of a revaluation, the increase diall
recognised in other comprehensive income and adetauin equity under the heading of revaluatiomplsis.
However, the increase shall be recognised in pooflbss to the extent that it reverses a revalnatiecrease
of the same asset previously recognised in profibgs. If an intangible asset’s carrying amosndécreased
as a result of a revaluation, the decrease shakdmgnised in profit or loss. However, the deceestzall be
recognised in other comprehensive income to thengxaf any credit balance in the revaluation swptu
respect of that asset.

Useful life
Useful life is:

(a) the period over which an asset is expected to hiade for use by an entity; or
(b) the number of production or similar units expedtetie obtained from the asset by an entity.
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An entity shall assess whether the useful liferoirdangible asset is finite or indefinite andfinfite, the length
of, or number of production or similar units cohsing, that useful life. An intangible asset sHadl regarded
by the entity as having an indefinite useful lifaem, based on an analysis of all of the relevantbfa, there is
no foreseeable limit to the period over which thsed is expected to generate net cash inflowhéeintity.

The useful life of an intangible asset that ariBesn contractual or other legal rights shall notead the
period of the contractual or other legal rights, tmay be shorter depending on the period over wiielentity
expects to use the asset. If the contractual agrddgal rights are conveyed for a limited termt tban be
renewed, the useful life of the intangible assetllshclude the renewal period(s) only if thereeMdence to
support renewal by the entity without significanst

To determine whether an intangible asset is imgagaa entity applies IAS 3@npairment of Assets.
Intangible assets with finite useful lives

The depreciable amount of an intangible asset avitinite useful life shall be allocated on a systémbasis
over its useful life. Depreciable amount is thaetoof an asset, or other amount substituted for, ¢ess its
residual value. Amortisation shall begin when tesed is available for use, ie when it is in theatamn and
condition necessary for it to be capable of opegatn the manner intended by management. Amorisati
shall cease at the earlier of the date that thet ésslassified as held for sale (or included iisposal group
that is classified as held for sale) in accordamgth IFRS 5 Non-current Assets Held for Sale and
Discontinued Operations and the date that the asset is derecognised. afffwetisation method used shall
reflect the pattern in which the asset’s futureneroic benefits are expected to be consumed by rhity.e
If that pattern cannot be determined reliably, shraight-line method shall be used. The amortisatioarge
for each period shall be recognised in profit @aslanless this or another Standard permits or mesjitito be
included in the carrying amount of another asset.

The residual value of an intangible asset is thenased amount that an entity would currently abtiiom
disposal of the asset, after deducting the estoinadsts of disposal, if the asset were alreadh@fage and in
the condition expected at the end of its usefel [ithe residual value of an intangible asset witinige useful
life shall be assumed to be zero unless:
(a) there is a commitment by a third party to purchthseasset at the end of its useful life; or
(b) there is an active market for the asset and:

(i) residual value can be determined by referencestiontfarket; and

(i) it is probable that such a market will exist at &imel of the asset’s useful life.

The amortisation period and the amortisation metioodan intangible asset with a finite useful Igkall be
reviewed at least at each financial year-end. df ékpected useful life of the asset is differeabfrprevious
estimates, the amortisation period shall be chargedrdingly. If there has been a change in theeeepl
pattern of consumption of the future economic bénefmbodied in the asset, the amortisation megihadl be
changed to reflect the changed pattern. Such ckasig#l be accounted for as changes in accounsiimates
in accordance with IAS 8ccounting Policies, Changes in Accounting Estimates and Errors.
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Intangible assets with indefinite useful lives
An intangible asset with an indefinite useful leall not be amortised.

In accordance with IAS 36mpairment of Assets, an entity is required to test an intangible asgiéh an
indefinite useful life for impairment by compariitg recoverable amount with its carrying amount
(a) annually, and

(b) whenever there is an indication that the inifalegasset may be impaired.

The useful life of an intangible asset that is being amortised shall be reviewed each period teroene
whether events and circumstances continue to suppandefinite useful life assessment for thaeadéthey
do not, the change in the useful life assessment indefinite to finite shall be accounted for azhange in an
accounting estimate in accordance with IAS 8.
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