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The fact that the International Accounting Standards Board are seeking to revisit their

existing rules on intangibles demonstrates that this topic is an important area for

international convergence. The effects of the route taken may change how we treat

intangible assets in the publishing industry.

The adoption of International Accounting Standards for UK quoted plcs from 2005

makes it vital that we review such topics as intangibles now to predict what effect it

may have on our financial statements.

This short publication is thoroughly recommended and will provide initial thoughts

for companies when considering and discussing the impact of international

accounting standards on intangibles.

Margaret Ewing
Group Finance Director
Trinity Mirror plc
March 2002
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Introduction
The accounting treatment of intangibles is constantly
being reviewed and discussed throughout the accounting
world. The ultimate aim of these reviews is to provide
international convergence and enhanced understanding
for financial statement users of the investments made in
intangibles and their subsequent performance. 

Although international opinions on appropriate
treatments are slowly merging, they are still in an evolving
state and this document assesses what impact that
evolution may have on the newspaper and magazine
publishing industry over the next few years. 

Example value of intangibles as a percentage of
net worth

NBV Publishing Rights/Newspaper Titles
as a % of Net Assets 

Reed Elsevier (***) 115% 

Trinity Mirror plc 133% 

Daily Mail and General Trust plc (*) 58% 

Johnston Press Plc 167% 

Emap plc (**) 126% 

Highbury House Communications plc 88% 

Source: Annual Reports and Accounts 2000.

(*)  Source: 2001 Annual Reports. Includes publishing rights, titles, radio
licenses and certain other intangible assets (including a £25.4m acquisition
during the year of a radio licence).

(**)  Includes exhibitions .

(***)  Includes databases, exhibition rights and other intangible assets.

Intangibles occur in virtually all industries, however 
the publishing industry is particularly affected by virtue of
publishing rights and titles. These rights and titles form
an important element of most publishing companies’
financial statements, and in some instances form a highly
significant element of the net asset position (often more
than 100 percent). 

Similarly, the frequency and size of acquisitions of
newspaper/magazine titles and the businesses which 
hold them result in the industry having to give special
consideration to how they account for these assets. 

There are two key events occurring which will affect the
treatment of intangible assets in UK companies: 

� The adoption of International Accounting Standards
(IAS) in 2005 for all UK quoted plcs. 

� The summer 2001 introduction of US standards FAS
141 and FAS 142 proposing a treatment that is likely
to influence current UK GAAP and IASs on the
treatment of intangible assets.

This publication reviews the developments in the above
two areas and highlights their potential impact on the UK
publishing sector.

Examples of Publishing Acquisitions in 2000/2001

Acquirer Acquiree Date Fair Value of Total 
Titles Acquired Purchase Price

Scottish Radio (i) Kilkenny People Holdings Ltd (i) 23 June 2000 (i) £20.4m (i) £24.3m
Holdings plc (*) (ii) Ireland on Sunday Limited (ii) 19 July 2000 (ii) £6.5m (ii) £6.2m

Northern & Shell Express Newspapers 22 November 2000 (**) £124.8m 
Group Limited 

Trinity Mirror plc (*) Southnews plc 28 November 2000 £345.7m £293m

Gullane Diageo plc – 2 July 2001 (**) £45.5m
Entertainment plc (*) Guinness World Records Business

Reed Elsevier (***) Harcourt General, Inc 12 July 2001 £1,658m £3,084m 

(*) Source: Annual Reports and Accounts 2000.     (**) Further information not publicly available.      (***) Source: Annual Reports and Accounts 2001.

Source: www.zephus.com

http://www.zephus.com
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Current UK
Accounting Treatment

Financial Reporting Standard 10 (FRS 10)

“Goodwill and Intangible Assets”

FRS 10 provides the current UK accounting treatment 
for intangibles. Intangibles are defined as an asset without
physical substance, but identifiable and controlled by the
entity through custody or legal rights. 

Titles acquired in isolation are recorded at the purchase
price.

On acquisition of a business, a fair value review is
performed. Part of this review will determine the fair value
split between publishing rights and goodwill. The fair
values of the titles then either have no value attributed 
to them, are amortised over their useful life (generally
assumed not to exceed 20 years) or assigned an indefinite
life. If a period of longer than twenty years or an indefinite
life is assigned the intangible asset is then subject to
impairment reviews on an annual basis. 

For intangibles given a useful economic life of less than
twenty years, at the end of the first full year of ownership
an impairment review has to be performed. This review
compares pre and post acquisition performance for
indications of impairment, and if any are identified, 
then a full impairment review should be performed. In
subsequent years, impairment reviews are only performed
if there is some indication of possible impairment. 

For intangibles with lives over twenty years or indefinite
economic lives, annual impairment reviews are required.
Financial Reporting Standard 11, “Impairment of Fixed
Assets and Goodwill” sets out the methodology and
principals for accounting for impairments of fixed 
assets including intangibles and goodwill.

Review of year ended 2000 Plc Accounts

A survey of UK publishing plc accounts indicates that post FRS10 the full range of treatments have
been used when titles are acquired as part of the acquisition of a business

Some are capitalised and
amortised over a period of 

up to twenty years

Some have no value attributed
to them on acquisition

Some are capitalised and  
amortised over a period of over

twenty years, or are assumed
to have an indefinite life
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International Accounting Standards (IAS)

General Background to IAS

From 1 January 2005 it will be necessary for all UK quoted
plcs to adopt the International Accounting Standards for
the preparation of their accounts. This implementation
also requires the prior year comparatives to be compiled
on the same basis and consequently companies should
start investigating now the potential impact of these
changes on their financial statements.

Examples of areas with differences between 
UK GAAP and IAS

There are some general fundamental differences between
UK GAAP and the IASs that will affect quoted UK plc
financial statements.

The following is designed specifically to highlight the
potential differences relating to intangibles, especially
publishing titles.

First Time Implementation of IAS

First time implementation of the new international
accounting standards is an area currently under
discussion by an International Accounting Standards
Board (IASB) working group. 

The key decisions made by January 2002 included:

� To replace SIC 8, First-Time Application of IASs 
as the Primary Basis of Accounting, with a new
standard.

� The number of comparative years required is a 
matter for the individual country regulators to decide.
(This has not yet been determined in the UK).

� On first-time application, entities should apply the
standards that are in existence at that time.

� The date of adoption is the commencement of the
first year of presentation.

� In the first set of IAS financial statements, a
reconciliation should be produced between the equity
under IAS and the equity under other GAAP.

Financial
Instruments

Reporting of
Joint Ventures

Cash Flow
Statements

Determining FV
of property

Structured
Products

Differences
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International Accounting Standard 38
“Intangible Assets”

IAS 38 is the current international accounting standard
equivalent to FRS 10, and the following summarises its
key points in its current format (effective from 1 July
1999). Publishing rights and titles are specifically included
in the scope of IAS 38.

There are three key components to the definition of an
intangible asset under IAS 38. These are:

� identifiability;

� non-monetary in nature; and

� an asset (the definition of which encompasses
control).

An individual asset should be recognised, even if the asset
is not separable from the business in which it is used, as
long as:

� the asset is identifiable;

� it is probable that the asset, albeit in combination with
other assets, will generate future economic benefits;
and

� the cost of the asset can be measured reliably. 

Non-monetary assets are those which do not meet the
definition of a monetary asset as defined by IAS 38.
Monetary assets are defined as money held and assets to
be received in fixed or determinable amounts of money.

Control of the intangible asset means that the asset will
generate benefits (regardless of whether the publisher can
exert control over the asset) and that access of others to
those benefits can be restricted. 

Under IAS 38 an enterprise must recognise an intangible
at cost, whether acquired externally or self-created, if and
only if:

� it satisfies the definition of an intangible asset;

� it is probable that future economic benefits that are
attributable to the asset will flow to the enterprise; and

� it is capable of reliable measurement.

IAS 38 includes additional recognition criteria for
internally generated intangible assets, however, like the
UK, it is not permitted to recognise internally generated
intangibles which relate to publishing titles and rights.

If an intangible item does not meet the necessary
definition and criteria for recognition, then the
expenditure must be expensed.

Initial Measurement of Intangible Assets

Intangible assets purchased individually are initially
measured at cost.

Similar to the current UK standard, if purchased as part of
a business combination, then an intangible item that does
not meet both the definition of and recognition criteria for
an intangible asset should form part of the goodwill
recognised at the acquisition date. 

If the intangible does meet the IAS 38 definition, then it
should be recognised and measured at fair value. If fair
value cannot be measured reliably, the cost should be
included in goodwill.  The fair value should be referenced
to an active market or, if no active market exists, the fair
value should reflect the amount that would have been paid
in an arm’s length transaction between knowledgeable
and willing parties, based on the best information
available. IAS 38 goes on to state that if there is no active
market, the cost of the intangible asset should be limited
to an amount that does not create or increase any negative
goodwill arising at the date of acquisition.

Amortisation and Impairment of Intangible assets

An intangible asset should be amortised over the best
estimate of its useful economic life. 

There are three main possibilities to this estimated life:

� Indefinite Life
IAS 38 currently does not permit an enterprise to give
an intangible asset an indefinite useful life. 

� Life of 20 years or less
Instead the useful life of an intangible asset is
assumed not to exceed 20 years from the date when
the asset is available for use. 

� Life of more than 20 years
If there is convincing evidence that the useful
economic life will be longer than 20 years (IAS 38
states that cases should be rare), an enterprise should
amortise the intangible asset over the best estimate of
its useful life. It is then subject to an annual
impairment review (this compares to FRS 11).

P U B L I S H I N G  I N D U S T R Y  –  C U R R E N T  I N T E R N A T I O N A L  A C C O U N T I N G  S T A N D A R D S  T R E A T M E N T  O F  I N T A N G I B L E S



P U B L I S H I N G  I N D U S T R Y  –  C U R R E N T  I N T E R N A T I O N A L  A C C O U N T I N G  S T A N D A R D S  T R E A T M E N T  O F  I N T A N G I B L E S
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The amortisation method chosen should reflect the
pattern by which the asset’s economic benefits will be
used up. 

If an enterprise controls an intangible asset by contract
(eg: a fixed term licence), the amortisation period should
not exceed the contract period unless the enterprise has a
legal right to renew and renewal is virtually certain. 

The residual value of an intangible asset should normally
be assumed to be nil unless either there is a commitment
by a third-party purchaser to buy the asset or there is an
active market for this kind of intangible asset.

The amortisation period and method should be reviewed
annually. 

Measurement Subsequent to Initial Recognition of
Intangible Assets

The benchmark treatment is that after the initial
recognition, intangible assets should be carried at cost less
any amortisation and impairment losses. 

The allowed alternative treatment is that after initial
recognition, an intangible should be carried at a revalued
amount, being its fair value at the date of the revaluation
less any subsequent accumulated amortisation and
impairment losses. For this, fair values should be
determined by reference to an active market.

Comparison of FRS 10 and IAS 38

FRS 10 was developed about six months ahead of IAS 38
and as such they contain many similar requirements
relating to intangible assets. 

These similarities include: 

� restrictions on the capitalisation of internally
generated intangibles;

� a rebuttable presumption that the useful life will
not exceed twenty years;

� an allowance for revaluation; and

� neither permitting the capitalisation of internally
generated publishing rights and titles.

There are however some differences which could impact
on UK companies with regard to their non-goodwill
intangibles. The principal comparisons are as follows:

Identification of Intangibles

Intangible assets (other than goodwill) should be
separately identifiable, however there is a difference
between IAS 38 and FRS 10 definitions of “identifiability”.
FRS 10 states that this means that the assets should be
separable from the business, whereas IAS 38 states that
separability is not essential. Consequently more items are
likely to meet the definition of being an identifiable
intangible asset under IAS 38 than UK GAAP.

IAS 38 provides more detailed identification and
recognition criteria than FRS 10, such as investigating 
the control of technical knowledge and skilled staff. 

Within the context of valuing an intangible publishing
title, consideration should be given to whether it is the
masthead that holds the value or the staff knowledge 
and experience behind the publication which is of
importance. This will affect where the value is assigned. 

Valuation of Publishing Intangibles

IAS 38 provides guidance on where a revalued class of
assets contains an asset that does not have an active
market, and when assets must stop being revalued
because of a lack of an active market. 

IAS 38 states that the definition of an active market 
does include the need for publicly available prices. This 
is in contrast to FRS 10, which does not include this
definition. 

Under IAS 38, if there is an asset without an active market
then the asset should be held at cost less amortisation and
impairment. If the assets stop having to be revalued
because there is not an active market, then the amount
carried should be the last revalued amount which was
referenced to an active market less any subsequent
amortisation and impairment. 
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P U B L I S H I N G  I N D U S T R Y  –  C U R R E N T  I N T E R N A T I O N A L  A C C O U N T I N G  S T A N D A R D S  T R E A T M E N T  O F  I N T A N G I B L E S

This creates a potential issue for publishing companies
where IAS 38 states that newspaper mastheads cannot
have an active market due to their uniqueness. However,
titles are frequently bought and sold using a sales price
based on a multiple of the current year’s profits. What
multiple is used depends on the industry and/or
geographical area where the title is published. This creates
an estimation for the fair value of the title but, because
there is no open market, this value may be capped if it
would otherwise create or increase negative goodwill.
Once recognised such titles are not permitted to be
revalued.

The IASB, at their monthly meetings, have recently
proposed that revaluation should be allowed for intangibles
that (a) have an indefinite useful economic life, and (b) are
acquired in a business combination even if there is no initial
market for them. Otherwise this would be inconsistent with
the initial recognition of the asset. IAS 38 may therefore be
amended to allow this for all acquired intangibles.

Impairment Reviews of Intangibles

FRS 10 requires intangible assets to be reviewed for
impairment at the end of the first full year of ownership.
The IAS does not have a similar requirement.

Amortisation Period of Intangibles

FRS 10 provides criteria whereby the twenty year useful
economic life may be rebutted. These criteria involve a
demonstration of the durability of the intangible and the
continuing ability to measure for impairment. IAS 38 does
not present any such criteria. 

However the IASB, during their monthly meetings, have
recently concluded that intangibles will be permitted to have
an indefinite (but not infinite) useful economic life.
Guidance for identifying such assets will be included in an
exposure draft. Such intangibles should be reviewed for
impairment rather than amortised over an arbitrary period.
However, once the life of the asset becomes determinable,
amortisation should start. The annual test for impairment
should be used with the IAS 36 impairment approach.
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The Potential Evolution
of IAS – The Impact of
the United States

Another likely influence on the future direction of
intangibles will be the summer 2001 announcements 
by the FASB in the USA of changes in their accounting
treatment of intangibles. 

Background

The USA indicated that users of the financial accounts
had highlighted a need for improved information on
intangible assets because these assets are becoming an
increasingly significant item for many entities and are
frequently an increasing part of the assets acquired in 
a business combination. Users also reported that the
goodwill amortisation expense was not regarded as
providing useful information when analysing
investments.

The objectives of the recently introduced FAS 141 and
FAS 142 are to better reflect the investment made in an
acquired entity; to improve the comparability of reported
financial information; and, provide more complete
financial information.

FAS 141 “Business Combinations” and FAS 142
“Goodwill and Other Intangible Assets”

Contrary to the previous treatment, which required
separate recognition of intangible assets that could be
identified and named, under FAS 141 all intangibles that
satisfy at least one of two criteria must be put on the
balance sheet: 

� being controlled; and/or

� being separable.

The result of FAS 141 is that a greater number of
intangibles will be recognised on the balance sheet with a
corresponding decrease in excess purchase cost allocated
to goodwill when a business combination occurs.  

FAS 141 provides an illustrative list of intangible assets
that meet either criteria. Newspaper mastheads can be
recognised as intangible assets because they meet a
contractual-legal criterion. 

The IASB have recently concluded that such a list of
potentially acquired intangibles will be included in the
revised IAS 38. 
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Examples from the FAS 141 Illustrative List 

Internet domain names 

Newspaper mastheads 

Customer lists 

Magazines

Pictures, Photographs 

Employment contracts 

Patented software 

Franchise agreements 

Under USA GAAP therefore there will no longer be
amortisation of goodwill and for intangible assets assigned
an indefinite life. Instead these will be assessed at least
annually for impairment at the reporting unit level, based
on fair values. This “reporting unit” term has yet to be
confirmed as discussed later.

This is likely to result in increased volatility in the profit
and loss account because such impairment will occur
more irregularly than an amortisation charge. 

Disclosures

FAS 142 introduced some new disclosures for financial
statements. 

Additional disclosure of information concerning goodwill
and other intangible assets in the years subsequent to the
acquisition will be required. This disclosure will include: 

� information on the changes in the carrying amount of
goodwill between periods (by reportable segment as
well as in aggregate);

� the carrying value of intangible assets by major asset
for those assets which are and are not amortised; and 

� an estimate of the intangible amortisation expense for
the next five years.

FAS 141 additionally requires disclosure of the amount 
of purchase price assigned to each major intangible asset
class.

Potential Issue

One major area of uncertainty from the introduction 
of FAS 142 is the permissible level of aggregation of
identifiable intangible assets for impairment testing.
The statement proposes that goodwill be tested for
impairment at the “reporting unit” level. Presently there
is no guidance from the FASB or interpretation from
the Big Five US firms for intangible assets, but this is
currently under consideration. In the meantime this is
an area of judgement and as such will require
professional advice.

P U B L I S H I N G  I N D U S T R Y  –  T H E  P O T E N T I A L  E V O L U T I O N  O F  I A S  –  T H E  I M P A C T  O F  T H E  U N I T E D  S T A T E S
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Summary

The IASB are currently reviewing the intangibles area to
ensure that the intended replacement of IAS 38 is suitably
robust. The main directions currently being proposed are:

� The FAS 141 illustrative list of potential acquired
intangibles to be included within the standard.

� Intangibles with a finite life should continue to follow
the accounting treatment in IAS 38.

� Intangible assets can have an indefinite (but not
infinite) useful economic life. The exposure draft 
will include guidance on how to identify such assets.
These intangibles should also be reviewed for
impairment rather than being amortised over an
arbitrary period, but once a finite life is determined,
amortisation should commence at that point.

� For unamortised intangibles, the IAS 36 impairment
test should be performed annually, comparing the fair
values of those intangible assets with their recorded
amounts.
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How Can We Help?

The Deloitte & Touche Publishing and Media Group
comprises a team of professionals dedicated to clients 
in the publishing industry, and forms part of our
Technology, Media and Telecommunications Group.
Members of the team are drawn from all our disciplines,
including corporate finance, risk governance and control,
tax, technology, implementation solutions, as well as our
assurance and advisory services.

The consequences of International Accounting Standards
for businesses may be complex and have been simplified
in this document. If you would like further, more detailed
information or advice, or would like to meet us to discuss
the implications of, and your strategy for, adopting these
standards, please contact your local Deloitte & Touche
partner or:

Colin Weavers
020 7303 3812 cweavers@deloitte.co.uk

Philip Johnson
0161 455 6202 prjohnson@deloitte.co.uk

Andy Simmonds
020 7303 4605 asimmonds@deloitte.co.uk

Samantha Harrison
020 7303 4110 saharrison@deloitte.co.uk

Deloitte & Touche Fax
020 7583 8517

What can you do?

We are interested in hearing your views on the potential
future development of the international accounting
treatment of intangibles (particularly publishing titles):

� how you foresee it impacting on your business;

� your concerns; and 

� your opinions on how the accounting treatment
should be developing. 

Responses will be treated in the strictest of confidence
and can either be addressed, emailed or faxed to one of
the contacts listed.

mailto:cweavers@deloitte.co.uk
mailto:prjohnson@deloitte.co.uk
mailto:asimmonds@deloitte.co.uk
mailto:saharrison.co.uk
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