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compelling reason whyrelleWable lnladglJ)kcaSsetS sltollld be tested for impainnent in a 
manner any different from other al11orlizmglong-lived assets currently under the scope of 
SFAS 144 "Accounting for the Impailnlent or Disposal of Long-Lived Assets" ("FAS 
144"). While we do understand the apparentconcetns of the Board with unreasonable 
amortization periods, we believe the proposed accelerated amortization method combined 
with the lower of cost or fair value impairment model are unnecessary. We support 
neither. 

Operaiionai'-OiillCullies �-�~�- --. �~� . . . 
�~� - �~� -- - - - - - �~� - - - -

�~� - �~� ---" _._------------- ------ ------- ---_._---_._------------- -- ------- ---

If the modeldescribOO 'in tbe proposed PSf is' contmued as currently' proposed, the 
comments below reflect the areas of operationalconceruidentified. -

Expansion oj the· - �~� -- assets -
-- --

As mentionedpreviollslY,tbe-- FSPwill �-�~� the number of intangible assets 
that will meet the definition of an indefInite lived intangible asset. If this is the Board's 
intent, we suggest this fact bediscussed-ibthe fInal FSP. 

-'- '- " --
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It is unclear ioris:wweh types:ofreriewa'ble iritangibleassets are included in the scope of 
- . - - - -, 

the proposedFSP. For �~�x�a�n�l�p�l�e�.� theconeeptofa legal, regulatory or contractual 
provision could be interpreted broadly to include certain customer relationship intangible 
assets such as customer backlog,that are subject to renewals and reorders, or even the 
concept of promissory estoppel If the Board does not intend the proposedFSP to apply 
to intangible assets where the right of renewal is not specifically contained through 
written contract, we suggest the guidance be made explicit to exclude those types of 
assets. 
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· However, ffthe 1 loaM iuMr1ds <&nly hUanjIi>ie i �3�s�$�~�t�s� lI'i_ba\re thC' explidtcohtraetual or 
legal rightof renewal be assigned an atnortization period longer than the initial 
contractual life, we believe that this may represent a change in practice. We believe there -­
are situations where intangible assets are assigned a useful life longer than the initial 
contractual period, particularly when thatcolltractual period is short in duration and it is 
clear that the associated relationsbip will exceed that period. The assignment of a useful 
life greater than the initial contractual period, even when right of renewal is not explicit, 
is more consistent with the underlying economic value of the asset; we believe this 
practice results in better financial-reporting and should continue. As-such. we believe the 
Board should take this under consideration when detelmining Whether intangible assets 
of this nature shouIdbe included in the scope oftheproposedPSP. 
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- Additionally, we believe the Boam SOOUId indicate \Vbetbetllie proposed FSP .applies to 
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assets governed under other areas of GAAP.· For example. leasehold improvements 
installed at the inception of a lease are currently required to be amortized over the shorter 
of the asset's useful life or the lease term. Some accountants would view leasehold 
improvements (or otherfair value of operating leases) to be a renewable intangible asset 
and thus in a purchase business combination, will become subject to the proposed FSP. 
In those situations, the initial valuationperformed on the leasehold asset may include 

�~� �~� 

periods beyond the remaining contractual lease term, including renewal periods that are 
reasonably assured because of economic penalty and renewal periods that are reasonably 
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drafted. Also note that type (a] ~btl. ''*ddt(I~~subjebt to a aifferent'impainitent model 
from type (b) assets. even though they may be very similar economically. 

Interaction with thegUidanceinal'F(}z~ 7 ' '. 
It is unclear to us ' how the guidance in the proposed FSP should interact with the 
intangible asset unit of accounting guidance included in En'F 02~ 7. For instance. some 
may believe it is appropriate to group similar renewable intangible assets as one unit of 
accounting if the aggIegation criteria included in EITF 02-7 are met for purposes of both 
amortization and impairment. The Board may wish to give consideration to this issue . 
and if it concludes as we have that the guidance in EITP02-07 should be applied to 
renewable intangible assets, the proposed FSP should be modified. Otherwise, the Board . 
may wish to state that BIfF 02~OT does not apply to renewable intangible assets. 

Future clitVtges i" e~tpuqtes . . .: . . .' 
The proposed FSP (foes not addreSs changes: fu 'estitnates, such as changes to the expected ' 
timing of future undiscountedcash flows or the inclusion of additional renewal periods 
and whether a re-allocationofdiscounted cash flows to the various renewal periods is 
required in the event of such changes. We assume the Original valuation would remain 
unchanged and such a change in estimate would be reflected in the annual iropai I ment 
test. It is less clear however, whether any change in estimate would change prospectively 
the rate or period of amortization. The Board may wish to clarify this point. 

. 
, .,. . - " .' , " 

'. : Interaction oftht gulJdn:ce in the jJ¥~Jd F''SP:'wfth FAS 144 
If the propoSed ' FSP is adopted as currently drafted, some may have questions relating to 
how this third class of assets (renewable intangible assets) should be included in asset 
groups of long lived assets under the scope ofFAS 144. We assume these assets would 
be included in such asset group in a manner similar to how indefinite life intangible 
assets are currently treated, which would include any consideration ofEITF 02-07. The 
Board may wish to clarify this point. 
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~ ; ; ; ; : ;:: ; ~ :. : Given the ;sigriificance cif the chmigesjriropolieif amf tbehpetatronilt piobleti.s many 
! • practitioners may encoUnter, we have ~ncerns that the proposed mid~year effective date 

• 

· may be problematic. Accordirigly, we suggest the Board consider an effective date for 
· fiscal years beginning after December 31, 2OO6,to allow preparers time to prepare for the 
; ' ; proposed changes. 
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