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Business  Reporting of Intangibles : Rea lis tic Proposa ls  – Discuss ion 
Paper
Grant Thornton UK LLP (Grant Thornton) welcomes  the  opportunity to comment on the  Financia l 
Reporting Council’s  (FRC) discuss ion pape r ‘Bus ines s  Reporting of Intangibles : Rea lis tic Proposa ls ’.

Grant Thornton UK LLP is  a  leading financia l and bus iness  adviser with offices  in 25 loca tions 
na tionwide  a nd provides  s e rvices  to over 40,000 priva te ly held bus inesses , public inte res t entities  and 
individua ls . The  Grant Thornton globa l organisa tion is  one  of the  world’s  leading organisa tions  of 
independent assurance , tax and advisory firms . Grant Thornton membe r firms  opera te  in over 130 
countries .

We support the  overa ll proposa ls  as  se t out in the  discuss ion paper and be lieve  tha t companies  should 
be  encouraged to improve  their business  reporting of intangibles , particula rly in cases  where  the 
applica tion of the  IASB Conceptua l Framework and accounting s tandards  would not permit the 
recognition of an intangible  asse t.

However, we  fee l tha t requirements  a lready broadly e xis t to support the  bus iness  reporting of 
intangibles . It is  therefore  unclear as  to why the  exis ting requirements  a re  apparently not a t present 
sufficient to encourage  this  disclosure , particula rly in the  narra tive  sections  of the  financia l s ta tements . 
We would therefore  encourage  a n FRC Financia l Reporting La b s tudy into how the  e xis ting 
requirements  can be  used to encourage  be st practice  in the  reporting of intangibles .

For example , the  s tra tegic report requirements  of the  Companies  Act 2006 include  a  fa ir review of the 
company’s  bus iness , and for quoted companies  the  s tra tegic report mus t conta in a  description of the 
company’s  bus iness  mode l. In a ddition, the  directors  of compa nies  tha t apply the  UK Corpora te 
Governance  Code  should s tate  in the  annual report tha t the y cons ider the  annual report and accounts , 
taken a s  a  whole , a re  fa ir, ba lanced a nd unders tandable , and provide  the  information ne cessary for 
shareholde rs to as sess  the  company’s  pos ition, performance, business  mode l and s tra tegy. Companies 
may a lso disclose  the ir bus ines s  model as  bes t practice  even if not required by regula tion. Whils t these 
requirements  do not go so fa r as  to specify tha t a  dis cuss ion of unrecognised intangibles  is  required, 
inves tors  have  previous ly indica te d tha t the y expect to see  this  as  pa rt of the  bus iness  model disclosure
and a re  inte res ted in how companies  genera te  economic va lue .
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As  well as  regula tion the re  is  also re levant guidance  in the  FRC’s  Guidance  on the  Stra tegic Report a nd 
FRC Lab s tudies  have  a lso touched on this  subject.

The  recognition and measurement of inta ngible  as se ts  is  a  complex a rea  of a ccounting. The  recognition 
crite ria  for inte rnally gene ra ted intangible  as se ts  is  de libera te ly s tringent and we would not want this  to 
be  re laxed, a t leas t in the  short te rm. We would however encourage  further resea rch into the  benefits  of 
increas ing the  extent to which intangibles  a re  recognised as  as se ts , analys is  as  to which intangibles  a re 
re flected in the  diffe rence  between a  company’s  marke t va lue a nd its  ba lance  shee t value  and how 
rea lis tic it is  tha t such intangibles , e ven if ide ntified can be  value d. However, we  do recognise  tha t as  a 
result there  is  a  current mismatch be twee n the trea tment of certa in intangibles  tha t a re  recognised as 
as se ts  as  a  result of a  bus iness  combina tion, for example , but which would not qua lify for recognition 
where  the  intangible  has  been inte rna lly gene rated. Bette r disclosure  in rela tion to unrecognised 
intangibles  might therefore  go some way to bridge  this  ga p.

We would therefore  encourage  improved disclosure, whe re  poss ible , on the  expenditure  on intangibles , 
however we  note  tha t challenges  e xis t a round measuring intangibles  a t cost, which could have  a n 
impact on the  ability to make mea ningful disclosures  and make  compa risons  be twee n compa nies . 
Where  disclosure  is  pos sible , this  information could be  useful to inves tors , particula rly whe n 
differentia ting betwee n companies  in the  s ame line  of bus ines s  having a  diffe rent a ttitude  to spending on 
intangibles . However, we  would caution specific dis closures  on the  face  of the  profit and loss  as  there  is
a  danger tha t companies  could use  this  disclosure to present results  in a  more  favourable  light. As  such
the  disclosure  of intangible  expenditure  in the  notes  to the  financia l s ta tements  would be  our prefe rred 
approach.

In respe ct of narra tive  reporting, and a s  noted above  there  a re  a lready various  requirements  and 
sources  of guidance  regarding na rra tive  disclosures , which encompass  unrecognised intangibles .

The  discuss ion pape r also re fers  to the  exis tence  of the  view tha t there  is  an increas ing divergence 
be twee n the  ne t asse t va lue  of a  bus iness  and that of its  marke t va lue . It would be  inte res ting to 
unders tand, poss ibly through some research, what the  reasons  a re  for the  apparent growing diffe rence 
be twee n the  marke t capita lisa tion and the  ba lance  shee t va lue  of a  bus ines s , pa rticula rly a s 
unrecognised va lue  within a  bus iness  has  a lways  exis ted.

Fina lly, improved disclosure  in a  particula r a rea  of reporting often deve lops  over time . This  is  achieved 
through peer pressure , publication of bes t practice  e xamples , discus s ion with inves tors , FRC focus , FRC 
Lab s tudies , and periodic update s  to guidance  such as  tha t rela ting to the  s tra tegic report.

We se t out our response  to each of the  ques tions  ra ised in the  a ttached Appendix.

If you have  any ques tions on our response , or wish us  to amplify our comments , please  contact J ake 
Green (te lephone: 0207 728 2793, email jake .green@uk.gt.com).

Yours  s incere ly

Jake  Gree n

Technica l Partner

Enc
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Appendix 1 - Bus ines s  Reporting  of In tangib les

Ques tion  1

Do you  ag ree  tha t it is  importan t to  improve  the  bus ines s  reporting  of in tang ib les ?

In principle  we  agree  tha t there  is  s cope  for improvement in the  reporting of intangibles . We unders tand 
tha t there  is  evidence  tha t inves tors  a re  primarily inte res ted in unders tanding how companies  gene rate 
economic va lue .

The  FRC lab report: Bus ines s  Model Reporting (Octobe r 2016 – page  13) s ta tes :

‘Inves tors  a lso expe ct the  dis closure  to highlight a ny key a sse ts  and liabilities  tha t support economic 
va lue  genera tion. For ins tance, they expect the  dis closure  to clea rly de scribe  any intangible  as se ts  (on 
or off-ba lance  shee t) tha t a re  an es sentia l e lement of the  bus ines s  model. Further, the  rela ted research 
and development or maintenance  spend is  a lso important as  inves tors  want to unders tand how es sentia l 
as se ts  a re  mainta ined or enhanced.’

Whils t bus iness  model reporting is  a  specific requirement of the  s tra te gic report for quoted companies 
and those  companies  tha t are  required to give  disclosure of non-financia l and divers ity information, other 
companies , including AIM, sometimes  provide  tha t information voluntarily.

The  recognition and measurement of inta ngible  as se ts  is  a  complex a rea  of a ccounting. This  is  in part 
due  to the lack of physica l subs tance , the  frequent lack of a  marke t in which intangible  as se ts  a re  bought 
and sold, the ir uniquenes s  and tha t often the ir va lue  is  primarily to the  pa rty tha t has  de ve loped them.

The  na ture  of an intangible  asse t is  such tha t due  to the  lack of physica l subs tance  it can take  many 
forms. The  range  of what diffe rent bus inesses  might cons ide r to represent an intangible  or inta ngible 
as se t is  wide  which the refore  adds to the  complexity. What one  bus iness  may view as  being a n 
intangible  tha t has  va lue  may not be  the s ame for another bus iness .

In our view the  recognition crite ria  for inte rnally gene ra ted intangible  asse ts  is  de libera te ly s tringent and 
we would not want this  to be  re laxed. To do this  would require  recons ide ra tion of the  IASB Conceptual 
Framework and consulta tion on IAS 38 Intangible  Asse ts . In addition, there  a re certa in inte rna lly 
generated intangibles  tha t a re  specifica lly prohibited from be ing recognised in accounting s tandards  (IAS 
38.63).

However, we do recognise  that a s  a  result the re  is  a  pote ntia l mismatch be twee n the  trea tment of certa in 
intangibles  tha t a re  recognised as  as se ts  as  a  result of a  bus iness  combina tion, for example , but which 
would not qua lify for recognition whe re  the  intangible  ha s  been inte rna lly ge nera ted. Bette r disclosure  in 
re la tion to unrecognised intangibles  might therefore  go some way to bridge  this  gap.

In the  absence  of changes  to the  recognition crite ria  for intangibles , the  mos t obvious  way to improve 
reporting is  therefore  to e ncourage  be tte r disclosure  a round the  expe nditure  on intangibles  as  well as 
expla ining the  na ture  and importance  of intangibles  tha t exis t within a  bus ines s  and which contribute  to 
the  genera tion of economic va lue .

However, we  a re  unclear as  to why the  exis ting requirements  a nd sources  of guidance  tha t support 
disclosure  of intangibles  a re  not sufficient. We discus s  this  point in ques tion 6.

Ques tion  2

Do you  ag ree  tha t an  in tangib le  s hould  be  rec ognis ed  a t cos t under the  two  cond itions  s e t ou t 
above  in  (i)?

We broadly agree  with the  analys is  s e t out in s ection 2 of the  discuss ion paper. Within the  cons tra ints  of 
the  IASB Conceptual Framework and IAS 38, it is  unlike ly tha t the  numbe r of intangibles  tha t would 
qua lify for recognition at the  present time  could be  increased.
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Mee ting the  definition of an asse t

As  indica ted by the  analys is  se t out in the  discuss ion paper, the  recognition of an intangible  as  an as set 
mus t a t present mee t a  very high hurdle  in order to re flect the  principles  s e t out in the  Conceptual 
Framework and the  specific requirements  of IAS 38.

In the  firs t ins tance  the  intangible  mus t meet the  definition of an as se t and in many cases  will fa il a t this 
hurdle , as  it does  not meet crite ria  such as  being ‘identifiable ’, ‘s eparable’, ‘a ris ing from contractua l or 
other legal rights’ or an ‘economic resource  controlled by the  entity’ e tc. Whils t an intangible  item may 
meet a t lea st one  of these  crite ria , few a re  like ly to s a tis fy a ll the  re levant conditions .

Being capable  of recognition

Even where  an intangible  does  meet the  definition of an as se t, it s till has  to be  capa ble  of be ing 
recognised in a  way tha t is  useful and re levant a nd gives  a  fa ithful representa tion of the  asse t. The  ways 
in which an intangible  can be  measured a re  cos t or using a  va lua tion method. However, in the  case  of 
cos t, in some cases  the re  may be  no identifiable  cost to recognise  even if in principle  an intangible  asse t 
could be  s a id to exis t.

As  the  Conceptua l Framework does  not dis tinguish be twee n diffe rent types  of asse ts , any cha nge to the 
recognition crite ria  for asse ts  could ha ve  a  consequentia l e ffect on a  wider range  of as sets  than s imply 
intangibles .

Recognition a t cos t

IAS 38 notes  tha t the cos t of an inte rna lly genera ted intangible  asse t is  the  sum of the  e xpenditure 
incurred from the  da te  whe n the  intangible  asse t firs t mee ts  the  recognition crite ria . Recognition requires 
tha t it is  proba ble  tha t the  expected future  economic benefits  tha t are  a ttributa ble  to the  asse t will flow to 
the  entity a nd tha t the  cos t of the  asse t can be  measured re liably.

We note  tha t the  dis cuss ion pape r proposes  tha t in order for a n inta ngible  as se t to be  recognised a t 
cos t, it is  necessary tha t:

 the  cos ts  to be  incurred on deve lopment of an intangible  asse t can be  es timated a t the  time whe n a
project to de ve lop an intangible  is  undertaken. The  amount capita lis ed should not excee d these 
es timated cos ts  in view of the  difficulty of es tablishing the  future  economic bene fits ; and

 the  economic benefits  to be  derived from the  intangible  can be  specified when the  cos ts  a re firs t
incurred, and hence  a  re levant method of amortis a tion or monitoring for impairment can be 
es tablished.

These  requirements  appear to be  more  s tringent than those  outlined in IAS 38. We are  not aware , in the 
absence  of additiona l requirements  in re la tion to cos t, of there  be ing evidence  tha t intangible  as sets  a re 
be ing recognised inappropria te ly. We would the refore  a rgue tha t these  additional requirements  a re 
unnecessary.

Recognition a t fa ir va lue

We agree  with the  difficulties  tha t a re faced in va luing many intangible  asse ts  a t fa ir va lue . However 
current s tandards  require  intangible  asse ts  to be  initia lly measured a t cos t, which itse lf presents 
cha llenges . In othe r words , the  choice of fa ir va lue  is  only a n option following initia l recognition.

Recognition of an intangible  asse t and goodwill as  pa rt of a  bus iness  combina tion

We note  tha t the  pape r refe rs  to the  s epara te recognition of inta ngible  asse ts  as  part of a  bus iness 
combination. This  trea tment typically results  in the  recognition of some as sets  as  intangible  as se ts 
subject to amortisa tion a nd other intangible  asse ts  subsumed within goodwill for which impairment 
reviews  a re  carried out. We are  aware  tha t the re  has  been some discus s ion as  to whe ther the 
amortis a tion of goodwill should be  reintroduced or whether the  compos ition of any goodwill should be 
more  clearly expla ined. On the  other ha nd one  could a rgue  tha t it should be  poss ible  to reconcile  any 
exces s  of the  price  paid for a  bus iness  and its  fair va lue  to a  range  of intangible  as se ts  such tha t there  is
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no need to recognise  goodwill a t a ll. Alte rna tive ly, there  may be  a  case  for s imply recognis ing goodwill in 
a  bus iness  combina tion with no recognition of intangible  asse ts . This  is  an a rea  in which the  FRC could 
sponsor further research.

Unde rs tanding the  diffe rence  be tween the  ne t asse t va lue  of a  bus iness  and its  marke t va lue

The  discuss ion pape r also re fers  to the  exis tence  of the  view tha t there  is  an increas ing divergence 
be twee n the  ne t asse t va lue  of a  bus iness  and that of its  marke t va lue . It would be  inte res ting to 
unders tand, aga in pos sibly through some research, what the  reasons  a re  for the  apparent growing 
diffe rence  be tween the  marke t capita lis a tion a nd the  balance  shee t va lue  of a  bus iness . How much of 
tha t diffe rence , for example , is  a ttributable  to bus inesses  where  technology, knowledge  a nd rapid 
innovation are  key fea tures  and those  a rguably more  traditiona l bus ines ses  such a s  manufacturing 
which have  been impacted less  by technology?  Intangibles , such as  brands , have  a lways  exis ted so 
the re  has  a lways  bee n a  diverge nce  between a  company’s  ba lance  sheet va lue  and its  marke t va lue . 
Has  the  ‘is sue ’ therefore  become more  marked as  a  result of technologica l advancement and the  ways 
in which bus ines ses  opera te  and genera te  va lue , a nd the  fact tha t accounting has  not fully kept up with 
the se  changes?

Ques tion  3

Do you  ag ree  with  the  a s s umptions  the  paper makes  regard ing  meas uremen t unce rta in ty of 
in tang ibles ?

Yes .

We agree  tha t there  a re  intangibles  tha t even if the y were  to meet the  definition of an asse t would give 
rise  to mea surement uncerta inty in respect of cos t and/or fa ir va lue .

However, in some cases  an intangible  clearly e xis ts  within a  bus iness  (a  brand or cus tomer lis t, for 
example) ye t because  it has  not a ris en due  to an identifiable  cos t being incurred nor is  it something tha t 
can be  fa ir va lued, it cannot be  recognised.

Ques tion  4

Do you  ag ree  tha t exis ting  accoun ting  s tandards  s hould be  revis ited  with the  a im  of improving 
the  accounting  for in tangib les ?

No, a t lea st not in the  short te rm, a nd not without furthe r research into the  benefits  of increas ing the 
extent to which intangibles  are  recognised as  asse ts , some ana lys is  as  to which inta ngibles  a re  re flecte d 
in the  diffe rence  be twee n marke t va lue  and ba lance  shee t va lue  and how rea lis tic it is  tha t such 
intangibles  can be  valued.

Furthe r, if changes  a re made  to the  Conceptua l Framework and/or specific accounting s tandards  in 
order to improve  the  accounting for intangibles  as  an isola ted clas s  of as se t, then a  de ta iled ana lysis 
would be  needed of other s tandards to ensure  tha t the  principles  a nd accounting trea tments  applied to 
other as se ts  and other unrecognised sources  of va lue  a re  cons is tent.

Ques tion  5

Do you  ag ree  with  the  a bove propos a ls  re la ting  to  expenditure  on  in tangib les ?

In re la tion to disclosures  tha t he lp the ir unders tanding of the  gene ration of economic value , inves tors 
expe ct to see  disclosure  of research and deve lopment, or mainte nance  e xpenditure  to unders ta nd how 
es sentia l as se ts  a re  mainta ined or enhanced.

IAS 38 prescribes  disclosures  re la ting to intangible  asse ts , but other than a  brief re fe rence  to research 
and deve lopment expenditure  the re  are  currently no specific requirements  for the  disclosure  of 
unrecognised ‘intangibles ’, in particular ‘future  oriented intangibles ’. The re  is  a lso a  requirement in IAS 1 
Presenta tion of Financia l Sta tements  for a n entity to present additiona l line  items  in profit or loss  whe n
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such presenta tion is  re levant to a n unde rs tanding of the  entity’s  financia l pe rformance. This  requirement 
is  not spe cific to intangibles  but could theoretica lly include  such expenditure .

We would therefore  encourage  improved disclosure, whe re  poss ible , on the  expenditure  on intangibles . 
For example , two companies  in the  s ame bus iness  could have  a  diffe rent a ttitude  to spending on 
intangibles , including those  tha t a re  cons ide red to be  future  oriented. One company might spe nd very 
little  whils t the  other might spend s ignificant amounts . The  requirement to disclose  expenditure  would 
the re fore  diffe rentia te  those  companies  tha t do inves t in future  oriented intangibles  and those  tha t do 
not, and in the  case  of the  former highlight the  potentia l for tha t bus iness  to rece ive  highe r fina ncial 
re turns  in the  future . This  information would be  useful to inves tors .

However, we  would caution specific disclosures  on the  face  of profit a nd los s  (as  implied by section 3.5) 
which show ne t income before  inves tment in future-oriented inta ngibles  and the  expe nditure  on future- 
oriented intangibles . There  is  a  danger tha t companies  could use  this  disclosure  to present results  in a 
more  favourable  light, in the  same way tha t concerns  have  bee n ra is ed about companies  describing 
recurring expe nditure  as  ‘exceptiona l’ and disclos ing this  separa te ly to other expenditure . As  s ta ted 
above , there  is  a lready an option under IAS 1 to present additiona l line  items . We would therefore  prefe r 
the  presenta tion of intangible  expenditure  in the  note s  as  se t out in section 3.10.

There  may a lso be  difficulty in de te rmining wha t expenditure  is  genuine ly expected to benefit future 
periods  and companies  may therefore  be  overly optimis tic in the  a lloca tion proces s . Furthe r would ‘cos t’ 
include  a  sha re  of indirect cos ts  or s imply re flect direct expe nditure?  If the  potential requirement to report 
s epara te ly were  to be  taken forward, we  agree  tha t supplementary disclosures , such a s  those  de scribed 
in section 3.9, would be  ne cessary so tha t comparisons  could be  made  across  diffe rent compa nies , and 
tha t an accounting policy would be  required to expla in how management make  the  dis tinction be twee n 
current a nd future-oriented expenditure .

Fina lly, as  outlined in the  discus s ion paper, cha llenges  exis t a round measuring intangibles  a t cos t. The 
discuss ion a round the  proposals  re la ting to the  disclosure  of expenditure  on intangibles  assumes  that 
intangibles  a re  capable  of be ing measured a t cos t and tha t expenditure  can be  a lloca ted to a  particula r 
intangible  which in many cases  is  not pos s ible . The  usefulness  of such disclosure  is  therefore 
questionable  as  it may only be poss ible  to identify e xpenditure  in limited circumstances  and could lead to 
a  mismatch in reporting by diffe rent companies . In our opinion, be tte r narra tive  disclosure  concerning 
intangibles  would be  more  useful.

Ques tion  6

Do you  ag ree  with  the  p ropos a ls  a imed a t improving  the  qua lity o f in formation  on  recognis ed
and  unrecognis ed  in tang ib les  in  narra tive  repo rting?

Firs tly, we  would point out tha t there  a re  a lready various  requirements  and sources  of guidance 
rega rding na rra tive  disclosures , which encompass  unrecognised intangibles . One might therefore  expe ct 
tha t narra tive  reporting should a lready be  capable  of complementing information provided in the  financia l 
s ta tements  regarding recognised and unrecognised intangibles .  It is  therefore  unclear as  to why the 
exis ting requirements  a re  apparently not a t present sufficient to encourage  this  disclosure .

For example , whils t the  IASB Conceptual Framework s ta tes  tha t only items tha t meet the  definition of an 
as se t a re recognised in the  s ta tement of financia l pos ition, the  framework s ta tes  tha t even if a n item 
meeting the  definition of an asse t is  not recognised, an entity may need to provide  information a bout tha t 
item in the  notes . (para . 5.11).

From a  s ta tutory perspe ctive  the  s tra tegic report requirements  se t out in the  Companies  Act 2006 
require  the  report to be  fa ir and ba lanced, and in the  case  of a  quoted company, requires  a  description 
of the  company’s  busines s  model. For those  companies  tha t comply with the  UK Corpora te  Governance 
Code  the  directors  should s tate  tha t they cons ider the  annual report and accounts , taken as  a  whole , a re 
fa ir, ba lanced and unde rs tandable , and provides  the  information necessary for shareholders  to assess 
the  company’s  pos ition, pe rformance , bus ines s  model and s tra tegy. Whils t we  unders tand tha t there  is 
no formal definition of ‘bus iness  model’ one  way of a rticulating it is  wha t the  company does , how it does
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it and how it crea tes  economic va lue . The  genera tion of economic va lue  will often be  supported by both 
recognised and unrecognised inta ngible  asse ts .

The  FRC Guida nce  on the  S tra tegic Report is sue d in July 2018 s ta tes  tha t the  s tra te gic report should 
include  information re la ting to sources  of va lue  tha t have  not be en recognised in the  financia l s ta tements 
and how those  sources  of va lue  a re  managed, sus ta ined a nd de ve loped, for example  a  highly tra ined or 
expe rienced workforce , na tura l capita l, inte llectual property or intangible  asse ts , as  these  a re  re levant to 
an understanding of the  entity’s  deve lopment, pe rformance, pos ition or future  prospects . (Para . 4.5). 
Sections  7A a nd 7B a lso re fe r to sources  of va lue  which include  intangible  as se ts  and the  identifica tion 
of resources  and re la tionships  tha t have  not be en re flecte d in the  financia l s ta tements  because  they do 
not meet the  accounting de finitions  of as se ts  or the  crite ria  for recognition as  asse ts . The  guida nce  uses 
an entity’s  workforce a s  a  specific example  and re fe rs  to other sources  of va lue  which may include: 
corpora te  reputa tion and brand s trength; cus tomer base ; na tura l resources ; research and deve lopment; 
inte llectual capita l; licences , pa tents , copyrights  and trademarks ; outsourcing re la tionships ; and marke t 
pos ition.

The FRC Lab has  a lso published a  report on Bus ine ss  Model Reporting (October 2016) which discusses 
some of the  a ttributes  of good bus iness  model reporting tha t inves tors  would like  to s ee , such a s  key 
inputs  (including rela tionships  and resources ) and how they a re  mainta ined and enhanced.

However, on the  bas is  tha t the  na rra tive  reporting of recognised and unrecognised intangibles  could be 
improved, we note  the  sugges tions  s et out in s ection 4 of the  discuss ion paper. We agree  tha t dis closure 
should focus  on those  intangibles  tha t play a  key role  in the  bus iness  model, and tha t disclosure  of the 
reasons  for se lecting those  intangibles  would be  useful. This  would be  cons is te nt with the  qua lita tive 
disclosure  requirements  of key pe rformance  indica tors  and a lte rna tive  pe rformance measures  (APMs). 
The  use  of a ppropria te  metrics  may a lso be  helpful, including the ir de finition, which aga in is  cons is te nt 
with bes t practice  for APM disclosures .

Fina lly, we  note  tha t s ection 4.10 s ta tes  tha t it is  doubtful that the  va lue  of a n intangible  will ofte n be  a 
particularly useful metric. This  would a ppear to contradict the  sugges tion of including a  table  presenting 
the  movements  on the  cumulative  amount of future  oriented expenditure  in section 3.

Ques tion  7

What a re  your views  a bout how the  various  partic ipants  invo lved  in  bus ines s  reporting  c ould o r
s hould  contribu te  to  the  implemen ta tion  o f the  p ropos a ls  made  in  the  paper?

Improved disclosure  in a  particula r a rea  of reporting often deve lops  over time . This  is  achieved through 
pee r pressure , publica tion of bes t practice e xamples , discussion with inves tors , FRC focus , for example 
the  annual review of corpora te  reporting, FRC Lab s tudies , and upda tes  to guidance  such as  tha t 
re la ting to the  s tra te gic report, e tc.

We do not be lieve  tha t furthe r regula tion is  required. In our view, and as  discussed above  the  exis ting 
legal and regula tory requirements  a re  a lready sufficient.

Section 5.4 re fe rs  to guidance  as  be ing a  more  suita ble  means  of encouraging the  evolution of bes t 
practice. We agree  that guidance  can sometimes  be  he lpful whe re  it is  focussed and its  purpose  is  clea r. 
This  will be  important going forward as  we  note  tha t in the  conte xt of is suing guidance , recommendation 
31 of the  Independent Review of the  Financia l Reporting Council led by S ir John Kingman notes  tha t
‘…the  ne w regula tor should be  more  sparing and disciplined tha n the  FRC in promulga ting guidance  and
discuss ion documents . These  documents  should only be  is sue d if they a re  genuine ly useful…’

Ques tion  8

Do you  us e  additiona l in formation  other than  the  financia l s ta temen ts  when  as s es s ing  a nd 
va lu ing  in tang ib les ?  If s o , can  you  p le as e  s pec ify what add itiona l in fo rmation you  us e .

We have  not responded to this  ques tion as  it appears  more  to be  a imed a t inves tors  and ana lys ts . 
However, it would be  useful for companies  to know wha t information inves tors  use . This  could be 
ascerta ined through s tudies  such as  those  of the  FRC lab.
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Ques tion  9

Do you  have  an y s ugges tions , o ther than  thos e  pu t forward  in  th is  paper, as  to  how improving 
the  bus ines s  reporting o f in tangib les  m ight be ac h ieved?

As  s ta ted within the  response  above , various  s ta tutory requirements  and sources  of guidance  regarding 
narra tive  disclosures  which encompass  unrecognised intangibles  a lready exis t. An FRC Lab project 
could consider how the  various  exis ting reporting requirements  and guidance  could be  brought toge ther 
to provide  more  useful information for inves tors  and encourage  bes t practice in the  reporting of 
intangibles .
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