EXAMPLES OF INTANGIBLE ASSETS UNDER IFRS-3

Marketing-related intangible assets
Marketing-related intangible assets are used primarily in the marketing or promotion of
roducts or services. Examples of marketing-related intangible assets are:

Class Basis
Trademarks, frade names, service marks, collective marks and Contractual
certification marks

Trade dress (unique color, shape or package design) Contractual
Newspaper mastheads Contractual
Internet domain names Contractual
Non-competition agreements Contractual

Trademarks, trade names, service marks, collective marks and certification marks
Trademarks are words, names, symbols or other devices used in frade to indicate the
source of a product and to distinguish it from the products of others. A service mark
identifies and distinguishes the source of a service rather than a product. Collective
marks identify the goods or services of members of a group. Certification marks certify
the geographical origin or other characteristics of a good or service.

Trademarks, tfrade names, service marks, collective marks and certification marks may
be protected legally through registration with governmental agencies, continuous use
in commerce or by other means. If it is protected legally through registration or other
means, a trademark or other mark acquired in a business combination is an infangible
asset that meets the contractual-legal criterion. Otherwise, a frademark or other mark
acquired in a business combination can be recognized separately from goodwill if the
reparability criterion is met, which normally it would be.

The terms brand and brand name, often used as synonyms for trademarks and other
marks, are general marketing terms that typically refer to a group of complementary
assets such as a frademark (or service mark) and its related frade name, formulas,
recipes and technological expertise. IFRS 3 does not preclude an entity from
recognizing, as a single asset separately from goodwill, a group of complementary
intangible assets commonly referred to as a brand if the assets that make up that group
have similar useful lives.

Internet domain names

An Internet domain name is a unique alphanumeric name that is used to identify a
particular numeric Internet address. Registration of a domain name creates an
association between that name and a designated computer on the Internet for the
period of the registration. Those registrations are renewable. A registered domain name
acquired in a business combination meets the contractual-legal criterion.

Customer-related intangible assets
Examples of customer-related intangible assets are:

Class Basis

Customer listsNon-contractual Order or production backlog | Contractual
Customer contracts and related customer relationships Contractual
Non-contractual customer relationships Non-contractual




Customer lists

A customer list consists of information about customers, such as their names and

contact information. A customer list also may be in the form of a database that

includes other information about the customers, such as their order histories and
demographic information.

A customer list does not usually arise from contractual or other legal rights. However,

customer lists are often leased or exchanged. Therefore, a customer list acquired in a

business combination normally meets the separability criterion.

Order or production backlog

An order or production backlog arises from contracts such as purchase or sales orders.

An order or production backlog acquired in a business combination meets the

confractual-legal criterion even if the purchase or sales orders can be cancelled.

Customer contracts and the related customer relationships

If an entity establishes relationships with its customers through contracts, those customer

relationships arise from contractual rights. Therefore, customer contracts and the

related customer relationships acquired in a business combination meet the
contractual-legal criterion, even if confidentiality or other contractual terms prohibit the
sale or transfer of a contract separately from the acquiree.

A customer contract and the related customer relationship may represent two distinct

infangible assets. Both the useful lives and the pattern in which the economic benefits

of the two assets are consumed may differ.

A customer relationship exists between an entity and its customer if (a) the entity has

information about the customer and has regular contact with the customer and (b) the

customer has the ability to make direct contact with the entity. Customer relationships
meet the contractual-legal criterion if an entity has a practice of establishing contfracts
with its customers, regardless of whether a confract exists at the acquisition date.

Customer relationships may also arise through means other than contracts, such as

through regular contact by sales or service representatives.

As noted [above], an order or a production backlog arises from contracts such as

purchase or sales orders and is therefore considered a contractual right. Consequently,

if an entity has relationships with its customers through these types of contracts, the
customer relationships also arise from contractual rights and therefore meet the
contractual-legal criterion.

Examples

The following examples illustrate the recognition of customer contract and customer

relationship intangible assets acquired in a business combination.

(a) Acquirer Company (AC) acquires Target Company (TC) in a business
combination on 31 December 20X5. TC has a five-year agreement to supply
goods to Customer. Both TC and AC believe that Customer will renew the
agreement at the end of the current contract. The agreement is not separable.
The agreement, whether cancellable or not, meets the contractual-legal
criterion. Addifionally, because TC establishes its relationship with Customer
through a contfract, not only the agreement itself but also TC's customer
relationship with Customer meet the contractual-legal criterion.

(b) AC acquires TC in a business combination on 31 December 20X5. TC
manufactures goods in two distinct lines of business: sporting goods and
electronics. Customer purchases both sporting goods and electronics from TC.
TC has a contract with Customer to be its exclusive provider of sporting goods



(d)

but has no contract for the supply of electronics to Customer. Both TC and AC
believe that only one overall customer relationship exists between TC and
Customer.

The confract to be Customer’s exclusive supplier of sporting goods, whether
cancellable or not, meets the contractual-legal criterion. Additionally, because
TC establishes its relationship with Customer through a contract, the customer
relationship with Customer meets the contractual-legal criterion. Because TC has
only one customer relationship with Customer, the fair value of that relationship
incorporates assumptions about TC's relationship with Customer related to both
sporting goods and electronics. However, if AC determines that the customer
relationships with Customer for sporting goods and for electronics are separate
from each other, AC would assess whether the customer relationship for
electronics meets the separability criterion for identification as an intangible
asset.

AC acquires TC in a business combination on 31 December 20X5. TC does
business with its customers solely through purchase and sales orders. At 31
December 20X5, TC has a backlog of customer purchase orders from 60 per cent
of its customers, all of whom are recurring customers. The other 40 per cent of
TC's customers are also recurring customers. However, as of 31 December 20X5,
TC has no open purchase orders or other contracts with those customers.
Regardless of whether they are cancellable or not, the purchase orders from 60
per cent of TC's customers meet the contractual-legal criterion. Additionally,
because TC has established its relationship with 60 per cent of its customers
through contracts, not only the purchase orders but also TC's customer
relationships meet the contractual-legal criterion. Because TC has a practice of
establishing confracts with the remaining 40 per cent of its customers, its
relationship with those customers also arises through confractual rights and
therefore meets the contractual-legal criterion even though TC does not have
contracts with those customers at 31 December 20X5.

AC acquires TC, an insurer, in a business combination on 31 December 20X5. TC
has a portfolio of one-year motor insurance contracts that are cancellable by
policyholders. Because TC establishes its relationships with policyholders through
insurance confracts, the customer relatfionship with policyholders meets the
contractual-legal criterion. IAS 36 Impairment of Assets and IAS 38 Intangible
Assets apply to the customer relationship intangible asset.

Non-contractual customer relationships

A customer relationship acquired in a business combination that does not arise from a
confract may nevertheless be idenftifiable because the relationship is separable.
Exchange transactions for the same asset or a similar asset that indicate that other
entities have sold or otherwise transferred a particular type of non-contractual customer
relationship would provide evidence that the relationship is separable.

Artistic-related intangible assets
Examples of artistic-related intangible assets are:

Class

Basis

Plays,

operas and ballets Contractual

Books, magazines, newspapers and other literary works Contractual




Musical works such as compositions, song lyrics and advertising jingles Contractual

Pictures and photographs Contractual

Video and audiovisual material, including motion pictures or films, | Contractual
music videos
and television programmes

Artistic-related assets acquired in a business combination are identifiable if they arise
from confractual or legal rights such as those provided by copyright. The holder can
transfer a copyright, either in whole through an assignment or in part through a licensing
agreement. An acquirer is not precluded from recognizing a copyright intangible asset
and any related assignments or license agreements as a single asset, provided they
have similar useful lives.

Contract-based intangible assets

Contfract-based intangible assets represent the value of rights that arise from
confractual arrangements. Customer contracts are one type of contract-based
intangible asset. If the terms of a contract give rise to a liability (for example, if the terms
of an operating lease or customer confract are un-favorable relative to market terms),
the acquirer recognizes it as a liability assumed in the business combination.

Contract based intangible assets
Examples of contfract-based intangible assets are:

Class Basis

Basis Licensing, royalty and standstill agreements Contractual
Advertising, construction, management, service or supply contracts Contractual
Contractual

Lease agreements (whether the acquiree is the lessee or the lessor) Contractual
Construction permits Contractual
Franchise agreements Contractual
Operating and broadcast rights Contractual
Servicing contracts, such as mortgage servicing contfracts Contractual
Employment confracts Contractual
Use rights, such as drilling, water, air, fimber cutting and route authorities | Contractual

Servicing contracts, such as mortgage servicing contracts

Contracts to service financial assets are one type of contract-based intangible asset.

Although servicing is inherent in all financial assets, it becomes a distinct asset (or

liability) by one of the following:

(a) when confractually separated from the underlying financial asset by sale or
securitization of the assets with servicing retained;

(b) through the separate purchase and assumption of the servicing.

If mortgage loans, credit card receivables or other financial assets are acquired in a

business combination with servicing retained, the inherent servicing rights are not a

separate infangible asset because the fair value of those servicing rights is included in

the measurement of the fair value of the acquired financial asset.

Employment contracts

Employment contracts that are beneficial contracts from the perspective of the

employer because the pricing of those contracts is favorable relative to market terms

are one type of contract-based intangible asset.



Use rights

Use rights include rights for driling, water, air, fimber cutting and route authorities. Some
use rights are contract-based intangible assets to be accounted for separately from
goodwill. Other use rights may have characteristics of tangible assets rather than of
intangible assets. An acquirer should account for use rights on the basis of their nature.

Technology-based intangible assets
Examples of technology-based intangible assets are:

Class Basis

Patented technology Contractual Computer software and mask Contractual
works

Unpatented technology Non-contractual
Databases, including title plants Non-contractual
trade secrets, such as secret formulas, processes and recipes Contractudl

Computer software and mask works

Computer software and program formats acquired in a business combination that are
protected legally, such as by patent or copyright, meet the contractual-legal criterion
for identification as infangible assefts.

Mask works are software permanently stored on a read-only memory chip as a series of
stencils or integrated circuitry. Mask works may have legal protection. Mask works with
legal protection that are acquired in a business combination meet the confractual-
legal criterion for identification as infangible assets.

Databases, including title plants

Databases are collections of information, often stored in electronic form (such as on
computer disks or files). A database that includes original works of authorship may be
entitled to copyright protection. A database acquired in a business combination and
protected by copyright meets the contractual-legal criterion. However, a database
typically includes information created as a consequence of an entity’s normal
operations, such as customer lists, or specialized information, such as scientific data or
credit information. Databases that are not protected by copyright can be, and often
are, exchanged, licensed or leased to others in their entirety or in part. Therefore, even if
the future economic benefits from a database do not arise from legal rights, a
database acquired in a business combination meets the separability criterion.

Title plants constitute a historical record of all matters affecting title to parcels of land in
a particular geographical area. Title plant assets are bought and sold, either in whole or
in part, in exchange transactions or are licensed. Therefore, fitle plant assets acquired in
a business combination meet the separability criterion.

Trade secrets, such as secret formulas, processes and recipes

A frade secret is ‘information, including a formula, pattern, recipe, compilation,
program, device, method, technique, or process that (a) derives independent
economic value, actual or potential, from not being generally known and (b) is the
subject of efforts that are reasonable under the circumstances to maintain its secrecy.’
If the future economic benefits from a trade secret acquired in a business combination
are legally protected, that asset meets the contractual-legal criterion. Otherwise, frade
secrets acquired in a business combination are identifiable only if the separability
criterion is met, which is likely to be the case.



