RECOGNITION
CRITERIA

Cost can be

measured reliably RECOGNITION
DEFINITION Probable economig « Meet

e |dentifiable - benefits will flow definition, and
Separable to entity « Recognition

e Control - Power
to obtain future
economic

benefits

Criteria
e Then
recognised at
cost

INTERNALLY
GENERATED

e« Reseach phase -
All costs

SEPARATE
ACQUISITION

e Usually due to the
price paid the
recognition

IFRS3
ACQUISITION

e Cost=FV at

exempted

e Development
phase - Cost
capitalised

criteria is met
Directly
attributable cost
can be capitalized

Acquisition Date
e When definition
of asset is met
and is
identifiable

Development Criteria:

¢ Technical feasible

¢ Intention to complete
o Ability to use

Top Tip: Internally generated Future Economic Benefits
good will shall not be recognized Availabilty of resources to use
as an asset / sell asset

* Expenditure measured reliably



SUBSEQUENT
EASUREMEN
e Cost Model - Cost

XCLUSIONS less Acc
FROM COST Amortization

Indirect cost
involved in process » Reval Model - FV
less Acc

of internal

generation Amortization

Training cost
Initial operating
losses &
inefficiencies

AMORTIZATION

e Over the Useful
Life
e From when asset

RESIDUAL
VALUE

e Assumed Zero,

is available for
use

 Reviewed at each
year-end

unless
e Commitment by
3rd party to
purchase asset
e Active market

Top Tip: Internally generated
brands, customer lists, mastheads
and publishing titles will not be
recognized

USEFUL LIFE

e Finite - Specific
period

e Infinite - Forever

e Cannot exceed
explicit legal /
contract right

NFITE USEFUL
LIFE

e Shall not be
amortized

« Reviewed each
year-end

e Checked for
impairment
annuall

Useful Life Considerations:

e Expected Usage

o Typical product life cycles

e Technical or other
obsolescence

e Stability of asset industry

o Expected actions by
competitors



