
 AS 26 IntangibleAssets

1 Definitions

Identifiable

Non MonetaryAssetswithout PhysicalSubstanceIntangible Assets
need for use

Identifiable 2 conditions Any1 is to bemet

It can be separatelysold fromotherassets

It arisesfrom a separate legal contract

a a

iffÉf
Jitnadikhrana

BIS

cashBal 11 Monetary

Debtors loer Assets

Intangible NonMonetary Asset
Asset jitna value dikh rana use

Kum zyada Benefitnosaleta
hai

Non MonetaryAsset AS11

It is Not realisable in fixed or determinable amount

IntangibleAsset Heldfor use Heldforsale in ordinary course of Bush
AS26 AS2 Inventory

Guidance on asset thatincorporatesBothTangible Intangible elements
The entity should assess which element is more significant



E software purchased in a CD As26

2 Computer machine purchased incorporating software AS10 PPE

Recognition criteria
Future Economic Benefits

Cost can be measured reliably

3 Measurement
Initial Measurement cost

subsequent Measurement cost less Amortization

Initial Measurement cost

v II III
If asset is ii

Asky red
in Internally Asghariii Afquired
generated

purchased inway
Amalgamation

Intangible giftofexchange Assets
gran

512i If Asset is purchased
Purchaseprice less Tradediscounta Rebates

C NonRefundabletaxes duties Refundable taxes are notconsidered in cost

t Directly Attributable Expenses
ReferAs 10

Decomm Exclusionfromcost same as AS10

1 Asset isacquired by wayofexchange Same as ASIO



ii IntangibleAssets acquired in Amalgamation

Anyintangible assets taken over by the purchasingco in Amalgamation
will be recodded Fair value

Any excess Purchase considerationpaid over above fair value of NetAssets
will be recorded as PG

Purchasing co
SellingCo

Eg Mulcku Itd Akita
lid.BY Assets B V FairValue Purchase consideration PC 50crores

PPE our 15er f NetAssets F 37crores
Intangible 159 209 Extrapaisa Goodwill 13croresAssets

Creditors For Inventories ser Fer 9diya

oantaken tour Debtors For For Ak ltd

can s

guy you

Total Asset FY 52 Asset

Failuretorn line

Net Assets Purchased

I goodwin
Quote 50W

Extra Edwin



F InternallygeneratedIntangibleAssets

w u

Internallygenerated Internallygeneratedintangible
Goodwill assets other than goodwi

u a

Not recognised as Research Development
Phase

IntangibleAsset µ Phase
In ResearchPhase Thephase that converts

why entity cannot the results of Research
demonstrate

It is Not Identifiable that an into a marketableprodu
IntangibleAsset2 Cost cannot be measured
exists

reliably Capitalise all directly
Trf all Research attributable exp of

Goodwin PhaseExp to Pll developmentphase

Internally Purchased Developmentphase Beginsonly when
generated goodwill

All 6 conditions are met
Recodgnised

Never as if Technical feasibility of completion
Recognised Intangible
asIntangible

Asset 2 Intention to complete
3 Ability to use or sell theIntangibleAsset Identifiable

Arised in legalcontract 4 Availabilityof adequate resources like
Identifiable ofamalgamation technical financial etc
2 Cost 2 cost

5 How it willgenerate FFB's
FollowingIntangible Asset cannot be 6 Costcan be measured reliablyrecord it internallygenerated
D Brand
2 CustomerDatabase Hint 2 completion 2A's 2Recogcriteria
3 Publishingtitles Mastheads



Eg Internallygenerated Intangible Asset

8m

a oistmmm Imminent ammunition
3011 25 31 326

Research
v phase Prototype

scientists hired 11 Demopiece

to manufacture FEB's
pain

v v

IntangibleAsset
Before Development

special specs
ResearchExp PIL starting phase

Devphaseto read mindof 1 FEB's are certain

students crush 6 conditions Directly Attributable
are to fret expenses Capitali
Discussedove

Subsequentineasusement only cost model
Cost of Intangible Asset

less Accumulated Amortization

4 Subsequentcostincurred FEB

If such expenditure will generate future economicBenefit then it can
be added to cost of intangible asset

If NO FEB's then trf to PIL

eg Software hang Engineerrepairfees PIL

Software validity increaseby54ns Renafees capitalise



5 Expenditure incurred But NoIntangibleAsset
The following expenditure shouldalwaysbeaecognised as an Expense

Training Expense

Ad P P M

StartupExp AlwaysPIL

Exp of relocation or reorganising activities
Research phase Exp

6 Amortization

Methods

sun WON Units of Production same as Asio

Amortization Period

u

startdate depestation

commencement
v

When life is oved
AxLilablefor use

Asset is disposed sold

Note when CA reachesResidual value no further

amortization to bedone

7 Ehseful life of IntangibleAsset
Asper AS26 the maximum life of IntangibleAsset is toys Presumption byAS26

life can be more than 10yrs Only when company has evidence

AsperAS14 Goodwillshouldbe amortised over 5years
Amalgamation



Residualvalue

Since Intangible has no physical substance i its scrap Residualvalue is

assumed to be zero

But if there is a commitmentby3ʳᵈparty to purchasethe intangible the

end ofuseful life then that price can beassumed to be residual value

amees
A 104ns8am 100000 80000

Changes in Estimateof AM ff.ae
onwmPethoduseful lifeResidual value

These are changes in Accounting Estimates AsperAS5

Hence Do ProspectiveAccounting

1 Books se baharKarna
0 De Recognition
G De recognise the asset when it is sold life ofPPEis oxed

If it is sold then
snuff

on sale of PPE will be transferred toPIL

gainloss

p Decline
in valueofAsset

Impairment AS28

Test
Blsvalue

0Carrying Amount of Asset 1.75.000 Given Impairmentloss 250006
RecoverableAmountof Asset 150,000 a

EE Imploss All Do25000

use valying Ie Netselling to AssetAlc 25000

Price

1150,000 120,000
singpm

Revised value ofAsset 150000

Few afterImpairment

higher
Sitsposal

resentvalueof Netselling pricefuturecashflows



I f

Cgd CA 200,000 Eg CA 2,00000 there is no conceptof

RA 190,000 RA 220,000 ImpairmentGain

Imploss 10,000 Imp Gain In this asset will

value in use 170000 value in use 180000 a stay at 2.00.000

NetsellingPrice
190000 NetsellingPrice 220000

Impairment Revaluation are diff concepts

loss 1855

Gain

mpare ftp company

2 Other raisePoints

Intangible assetpurchasedan exchangeofshares
The asset is recorded at Fair value of asset acquired

Fair valueof sharesgivenup
whichever is moreclearlyevident



Illust

Asper AS26 all intangibleassets are to be amodtised over their useful life

of asset
AsperAS 5 mistakesofpreviousyears are to betreated as priorperioditems

and its effect will be consideredin current PIL as priorperioditem

next www.near a7yrsnotamortised Guns previousyears Byaye

WI 0104
5

Cost 20 lakhsClife 104ns

ess Priorperiod 12lakhs Priorperiod item PIL AlcDs 12lakhs
Amortization
ofGyrs Amortization PIL Alc Dr 2 lakhs

CAon31.3.47 8lakhs TO IntangibleAsset 14lakhs

cg Amortization 2 lakhs

CA on 313 48 6 lakhs

Ilkes 29 3 HW

Illus 4 to 8 covered in concepts

Illis 9 USR

Day cost of Patent 80,00000 lifeSyrs
less Amortizath Url 10,00000 Given in ques
less 4v2 10,00000

CA theendof482 60,00000 life3y Revised liferemaining 5yrs

Change in useful life is change in Aldingestimate Give prospective effect



AmortizationforYr 3 to407
pm

q for
as outof80 201wasalreadyamortized

4after that
ur Amortization Amount

change in est
i Now60Lwill3 10,801000 6900.000

34940 beamortized

4 13.800,000 6000000 4600000

2.00.00.000

5 13.20.000 6000,000 44.00.000

2.00.00.000

6 12100,000 6000000 40,00000

20000,000

7 10 20,000 6000000 3400,000

20000,000



Owes3

Asper AS26 IntangibleAssets there is a presumption thatuseful life cannotexceed

ours If co feels that it is mode than 10years itshouldbe supportedbyevidence

In this case since there is no evidence the co should amortize the intangible

asset over 10years

01.04.2016 120 lakhs Max life 109ns

ess GyearsAmortization 72 lakhs 120 Gwyn
CA on 31.3.22 48 lakhs

CA in CoBookson 31.3.22 72 lakhs Asper ICAI
RevenueReseme Dr

assuming 15yrs life

Reduction is CA isrequired 24 lakhs II
Prior Perioditem PIL 24lakhs

ToIntangibleAsset 24lakhs



06

AsperAS26

Patent 1200 lakhs lifesyn

ur Amortization

1
11200

300 lakhs
24g Totalof54nscashflow

2 300 lakhs

3 300 lakhs

Amortization

CA theendof3rdyear 300 lakhs 1200 9 0 e2 Revised life 34ns

Yr Amortization ur cashflowest

4 120 300 4 300

5 120 300 30
5 300

6 60 300 1
0

6 1 Given



Q
BTudoselfgenerate cannotrecordas intangible asset

purchased can be recordedas intangibleasset

Explanation Refer a B

Ques 8 H w

Owes9 ReferQ B

Ques10 UR

PurchasePrice ofsoftware 150000

Less Trade discount 2.5 3750

146250

Costin E 2146250 100 1,4625,000

1Importduty on cost 101 146,25000 10 14,62 500

E 1,60 87 500

f Additionalimpostduty 51 160,87500 5 8,04 375

1,6891,875
t Installation Exp 150000

1Professional fees 50000

Costof software to becapitalised 1.70.91.875 a

Ie
EntryTax is recoverable it is not included as apartofcost



Ques11 LPR 80lakhs 42lakhs
38ᵗlhakhs

mail.EE iiifmmmmmeeting0104 18 phase
313 19 DevPhase

Devphase cap
PIL Intangible

criteriamet
Development
PhaseBegins

Asper AS26 Expenditure incurred on Researchphase will be fit to PIL Eeexpendito

incurredduringdevelopment phase will be capitalised

Developmentphase criteria was met on 01 112018 i Expenditure Before 01 1118

belongs to research phase will be transferred to PIL

c Expenditure trt to PIL during31319

Research PhaseExp till 01 11 2018 42 lakhs Trf to PIL

ii CarryingAmount on 31.3.19

DevelopmentPhaseExp 38 lakhs CA as on 31.3.19

from 0111 18 to31.3.19

i Expenditure trf to Pll on 313 20

01.04.19 CA of Intangible 38 lakhs

f 2019 20 DevPhaseExp 90 lakhs

CA on 31.3.20 128 lakhs

RA on 31.3.20 82 lakhs Given

Impairment loss 46 lakhs Trf to PIL

CAof Intangible on 31 3 20 afterImpairment 82 lakhs 128lakhs 46lakhs



Ques4 LDR Notasked Extra Part

Balance Sheet Extract as on31321 Profit lossExtractfor202021

Assets

Non CurrentAssets NetRevenue 150000

Intangible Assets WM 14.00.000

Expense

Amortization 275000

101 Annualfee 150000 101 15000

WI
Intangible Assets
Particulars Opr Coffee

Amortization cacnetpy.ae
31 321

Goodwill PC 25L 125000 500,000

Istep 18752
625000
lifeSyrs 625000 Ysyn

Patent 600000 75000 5.25.000

life89ns 600000 14 4

Franchise 450000 75000 3,75,000
lifeGyrs 450000 Yours

14.00.000



Note
Annualfeeof 101Based on Net Revenue will bechargedto Pll as an expensewhen

it is incurred

Co followspolicy of charging feel yearamortization in yearof purchased acquisition
mentioned in ques


