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(W EFRAG
DISCLAIMER

This paper has been prepared by the EFRAG Secretariat for discussion at a public meeting of EFRAG FR TEG-CFSS. The paper
forms part of an early stage of the development of a potential EFRAG position. Consequently, the paper does not represent
the official views of EFRAG or any individual member of the EFRAG FRB or EFRAG FR TEG-CFSS.

The paper is made available to enable the public to follow the discussions in the meeting. Tentative decisions are made in
public and reported in the EFRAG Update. EFRAG positions, as approved by the EFRAG FRB, are published as comment
letters, discussion or position papers, or in any other form considered appropriate in the circumstances.
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(W EFRAG
OVERVIEW

* Introduction
* Current sources of information
* Improvements to information in financial statements

* Information needs related to newer types of intangible assets and new
ways of using them
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Introduction
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Objectives of the session (W EFRAG

» To update on feedback received from users on the questions addressed by the IASB.

» To obtain input on the information needs of users in your jurisdiction concerning recognised and unrecognised
intangible assets and related expenditures - in particular, whether and how these needs vary by sector or by
type of intangible asset, and any particular information needs related to newer types of intangible assets and
new ways of using them.

» EFRAG FR TEG-CFSS feedback will inform EFRAG’s views to be provided at the December 2025 ASAF meeting.
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IASB’s project objectives W EFRAG

r \ Objective of the IASB project
@ v’ to improve the usefulness of information entities provide

about intangible items in their financial statements; and

v’ to update IAS 38 Intangible Assets, in particular to make
it more suitable for newer types of intangible items and
new ways of using them.
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Intangibles - Project workstreams

Tentative IASB project direction:

Step 1 (current):

v’ Valuate user information needs regarding
both recognised and unrecognised
intangible assets and related expenditures.

v’ Exploring updates to the definition, guidance
and recognition for intangible assets using
test cases involving newer asset

Step 2 (once the above streams have
progressed):

v Accounting for intangible assets
held for investment, based on the
purpose of holding an asset and
using test cases;

v’ Broader aspects of the recognition
requirements in IAS 38; and

v" Improvements to the disclosure
requirements; and

(W EFRAG

Step 3 (to consider once step 2
has progressed sufficiently):

v" Comparability of information
about acquired and
internally generated
intangible assets; and

v’ Usefulness of information
about intangible assets
acquired in a business
combination.
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EFRAG’s outreach activities WEFRAG

The EFRAG Secretariat carried out several outreach activities in October and November 2025 to inform EFRAG’s
response to the IASB on whether the information needs of users vary across industries and/or type of intangible

items. The EFRAG Secretariat has organised a number of workshops jointly with the IASB devoted to the following
specific intangibles:

» Digital Intangible Assets: Software, Al, data resources, algorithms, digital platforms; (4 November 2025)
* R&D, patents and unpatented technology; (12 November 2025)

» Marketing and customer/supplier related intangibles (brands, trademark, internet domains, customer lists
or relationships); and (17 November 2025)

* Intellectual property (copyrights, broadcast rights). (18 November 2025)

The workshops covered 4 block of questions and some real-life examples:
* What information users need in relation to the specific intangibles, why and what for;

* Are users currently obtaining the information they need, if so where do they find it and should there be a
change in placement of information to Financial Statements;

* If user information needs vary between industries for specific intangibles; and

* If users make adjustments to the information reported in FS during their analysis and if such adjustments
differ between industries.
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EFRAG’s outreach activities (WEFRAG

In addition to the workshops, The EFRAG Secretariat obtained feedback from EFFAS (user organization), EFRAG’s
User Panel and a credit rating agency.

Participants to EFRAG’s outreach activites covered a wide range of sectors, company sizes and professional
backgrounds, including analysts, investors, credit rating specialists and valuation specialists. Academics providing
views on user information needs on intangibles and, to a limited extend, preparers with direct contact to users
also participated in the outreach activities.

The EFRAG Secretariat intends to publish a feedback report summarising the discussions (second half of
December).
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Current sources of
information
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Intangibles — IASB Staff findings to date

Findings to date (1/2) EEIFRS

Accounting

Our earlier outreach with users and desktop research performed to date® suggest that:

* Much of the information about intangible assets is provided in the narrative sections of annual reports.*
Observations include the following:

granularity and type of information varies by company size, lifecycle stage and the nature of intangible
assets. For example, larger companies often tend to provide more narrative about intangible assets but less
product-specific detail due to portfolio size and diversity; less established companies often provide more
product-specific information and discuss product development and strategy for growing the market

most information about intangible assets is qualitative, focusing on descriptions of main existing and
potential products lines

most companies explain developments in the current period, but the amount of forward-looking
information provided by companies varies. For example, healthcare companies seem to provide more
forward-looking information about their pipeline compared to technology companies

some companies provide non-financial key performance indicators (KPls) related to intangible assets,
such as patent numbers or net promoter scores

some companies provide financial measures with adjustments related to intangible assets/their
amortisation, such as EBITDA and free cash flow

3 To date we have completed our limited review of healthcare and technology companies’ annual reports and are continuing work on other sectors (see slide 10).

41n this slide deck, we used ‘narrative sections of annual reports’ to refer to reports such as Management Commentary, Management's Discussion and Analysis
(MD&A), Strategic Report, Environmental, Social and Governance (ESG) or Sustainability Reports.

©IFRS Foundation. All rights reserved

(W EFRAG
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Intangibles — IASB Staff findings to date

Findings to date (2/2) BEIFRS

Accounting

Information in financial statements about companies’ intangible assets is limited:

- most information provided focuses on recognised intangible assets which are predominantly related to
M&A activity

- capitalisation policies vary among and within sectors. For example, pharmaceutical companies seem to
have a widely accepted capitalisation threshold related to phase 3 clinical trials, but capitalisation rates of
software development companies differ significantly

- disaggregated spending (by product, programme, segment, or phase of project) is rare

- information about R&D expenses is presented by most companies in a single line-item

- advertising and marketing expenses are not always separately disclosed by companies, for example, in
the healthcare sector they are often subsumed into general and administrative expenses

It is often difficult to connect detailed information in narrative sections with the amounts included in the
financial statements and hence it can be difficult to understand the relationship between expenditure on
intangible assets (for example, R&D spend or advertising and marketing expenses) and expected future
benefits, limiting the usefulness of both sets of intangible-related information

©IFRS Foundation. All rights reserved
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EFRAG Secretariat’s initial findings

(W EFRAG

User Needs and Importance of Intangibles

Investors need to understand a company’s business model, value drivers, and how intangibles generate future
economic benefits.

Most dissatisfaction arises in technology, digital, and knowledge-intensive sectors, where intangible assets are
complex, often unrecognized and control is difficult to ensure and assess.

Major challenges: aggregation of information and missing connection to the value creation.
Lack of comparability (organic and an-organic growth)

Current sources of information on intangibles

Disclosures vary significantly depending on sector, company size, and type of intangible asset.

Pharmaceutical sector provides the most advanced information, mainly due to strong regulatory requirements
and clear links between R&D and final products.

» Analysts rely more on pipeline updates and investor presentations than on financial statements.

Gaming industry provides good and consistent disclosures on customer-related intangibles (e.g. suscribers
numbers and spend on customer acquisitions).
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EFRAG Secretariat’s initial findings LIEFRAG

Current sources of information on intangibles (continued)

e Technology, digital, and knowledge-intensive sectors show the greatest disclosure gaps. Key issues are:
» Lack of clear definitions and categorisation (everything grouped as “software”).
» Inconsistent capitalisation practices hinder comparability.

» control assessment and data use need to be transparent to users to assess legal risks and potential future
benefits.

Renewable energy sector faces analytical challenges due to varying capitalisation practices.

R&D disclosures often lack granularity:
» Typically disclosed as a single lump sum with no clear link to internally developed intangibles.
» Users want systematic disaggregation.

Company size matters: Large companies provide broad narratives but limited detail while smaller companies
often disclose more granular information.

Limited information in FS — other information sources play a major role
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EFRAG Secretariat’s initial findings LIEFRAG

Current sources of information on intangibles (continued)
Most useful information source:

* In many industries most useful information currently comes from MD&A or analyst meetings (what drives

success, what maintenance is needed for intangibles)
e Direct interactions with management (calls, meetings) are crucial for understanding assumptions, accounting

choices, and strategy.
* |nvestor Relations presentations provide significant information; rating agencies often obtain details through

formal information requests.
Financial statements currently play a limited role, mainly offering:
» cost information (R&D spend)
»accounting policies, and

> risk disclosures.
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EFRAG Secretariat’s initial findings LIEFRAG

Analysis of intangibles (continued)

Sector-specific importance of intangibles:
» Corporate analysis is sector-specific, developing sector-specific adjustments with limited appetite to sector
specific reporting.
Information needs depend on the user type (rating agencies may focus on different aspects than equity analyst)

Third-party sources and sector-specialist analysts play a major role, especially in sectors like pharmaceuticals,
where patents and registered rights create large amounts of public information.
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Questions for EFRAG FR TEG-CFSS W EFRAG

* Current sources of information

1. Have you observed a significant variation in the level of information in annual reports across
industries? For which sectors or asset types are you most and least satisfied with the information
provided by companies, and why?

2. Do the IASB staff initial findings on information currently provided by companies reflect your
experience? Where do you currently get most of the information you need to understand and
value a company’s intangible activity from? What role do the financial statements play in
providing the information you need today?
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Improvements to
information in financial
statements
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|IASB staff Inferences (1 EFRAG
B IFRS 1

Accounting

Our inferences

+ Despite some differences by sector and by type of intangible asset, a common theme seems to be the lack of
disaggregated information in financial statements. We expect it would be useful to users if companies provide
more disaggregated information in financial statements—to better link intangible-related expenditure to the
information provided in MD&A and assess how effective a company’s spending is.%8 For example:

R&D expenses Advertising and marketing Recognised intangible assets

* by same product/programme expenses * by same product/programme
split as in MD&A * by activities to support new split as in MD&A

* by activity (research, patent products / existing products

protection, development, etc)
* by type of expense

* The IASB issued IFRS 18 Presentation and Disclosure in Financial Statements that provides updated
requirements on disaggregation. The new requirements might affect the level of detail provided once companies
start applying that Standard.

* In considering any further disaggregation requirements, the IASB will need to consider preparers’ concerns
about commercial sensitivity.

5 We refer to MD&A where we talk about management commentary-type reports.

6 This project focuses on the information provided in the financial statements - ie on the company’s assets, liabilities, equity, income and expenses. In
2025 the IASB revised its Practice Statement on Management Commentary - this report is intended to enhance users’ understanding of the company’s
financial performance and financial position reported in its financial statements.

Copyright of the IFRS Foundation. All rights reserved 06-01 EFRAG FR TEG-CFSS 26 November 2025 19



EFRAG Secretariat’s initial findings @ EFRAG

Potential improvements to information in financial statements

* Users want better information on future economic benefits from intangibles = Understanding of value creation,
connection to segment information was highlighted

* Lack of disaggregation is an obstacle for users (significant R&D is often shown as one lump sump).
* |IFRS 18 might improve the situation, however suggestions were:

» to split R&D by nature, purpose and to distinguish between internal R&D (e.g. process improvements) vs
new product development R&D. Also, disclosing trend over time.

» Suggestions to disaggregate marketing expense to understand nature of expense and how it leads to
revenue growth.

* Analysts increasingly rely on non-accounting indicators (customer numbers, patents, NPS, Trustpilot scores,
CAC, customer churn rate) and qualitative information (e.g. how customer churn rate compare across
competitors or if marketing campaigns lead to a higher average spend per customer) to understand intangible-
driven business models. However, acknowledgement that these may not belong to financial statements.

* For marketing expenses, it was suggested to split between long-term brand development and short-term
fashion trend. Also, the marketing expense over sales ratio was considered to be a key benchmark in the luxury
industry.

* Understanding necessary maintenance seems to be important.
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EFRAG Secretariat’s initial findings LIEFRAG

Potential Improvements to information in financial statements

* Lack of information on Intellectual Property (IP): How strong IP are protected and their lifetime assumed is
important. Risks around IP and mitigating measures (including quantitative information) are key for companies
depending on IP rights (currently only available from analyst calls).

* Clearer expense categorisation is needed (i.e. users can identify future-oriented expenses); IFRS 18 may offer
limited improvements.

» Capitalisation practices vary significantly across sectors (pharma more consistent; software much more
diverse). Review of the milestone approach was recommended.

* Granular patent-level disclosure is unrealistic for large companies, but users still want visibility over % related
to maintenance, advisory fees and investment in new technologies. These % should be updated regularly.

» Sector-specific KPIs could improve comparability within industries, but challenges were clearly identified and
therefore the approach questioned:

» KPls may be difficult to audit if included in financial statements.
» Despite sector differences, many users prefer sector-agnostic disclosure requirements for intangibles.
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Questions for EFRAG FR TEG-CFSS W EFRAG

Focus of the session — potential improvements to information in financial statements

3. Have you identified a lack of information about intangible assets in financial statements that
significantly hinders your analysis? What specific information do you believe is missing? Do you
have any suggestions on what the IASB could do to improve the usefulness of information about
intangible assets in financial statements? For example:

a) is more disaggregated information as suggested on slide 13 needed and why?
b) what expenditure related to intangible assets do users want to have more information about and why?

c) is any other information missing in the financial statements that users need to understand how
intangible assets contribute to a company’s value creation?

4. Is there information in the financial statements that you find unhelpful for your analysis or
information that you ignore—for example, is the distinction between capitalised development
costs and research expenses helpful, unhelpful or of little interest?
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Information needs related
to newer types of intangible
assets and new ways of
using them
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EFRAG Secretariat’s initial findings LIFFRAG

Newer type of Intangibles
» Significant deficiencies exist in reporting newer types of intangible assets, particularly Al-related assets:

» Understanding value drivers and value creation is key. Measuring value is difficult including defining
triggering events for impairment as technology becomes obsolete.

» Accounting treatments for internally developed vs. acquired software remain inconsistent.

» Users stress the need to differentiate between R&D for internal use and R&D for products intended for
sale.

* Expected economic benefits and future cash flows from Al and digital assets should become transparent.

» Understanding how technology creates competitive advantage—including the extent of Al usage—is
essential.

» Control over digital intangibles is often unclear, complicating recognition.

» Modern business models rely on interconnected intangible factors (network effects, algorithms, user
bases, logistics efficiency), which current accounting requirements do not capture well.

* Key information needs for digital intangibles include:
» Operational metrics: LTV, CAC, LTV/CAC ratio, churn rate.
» For data-driven companies: information on types of data held, business model, and scalability potential.
» Information on data and Al governance, including privacy, usage policies, and risk/compliance processes.
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Questions for EFRAG FR TEG-CFSS W EFRAG

5. Did you identify significant deficiencies in information provided by companies about newer types
of intangible assets such as cloud computing arrangements, agile software development, Al and
data resources? If so, did you have any suggestions on what the IASB could do to improve the
usefulness of information about newer types of intangible assets in financial statements?
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EFRAG is co-funded by the European Union through
the Single Market Programme in which the EEA-EFTA
countries (Norway, Iceland and Liechtenstein), as well
as Kosovo participate. Any views and opinions
expressed are however those of the presenter only
and do not necessarily reflect those of the European
Union, the European Commission or of countries that
participate in the Single Market Programme. Neither
the European Union, the European Commission nor
countries participating in the Single market
Programme can be held responsible for them.
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