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Subject Index

ABANDONED ASSETS .............. 2.34-.35

ABANDONMENT OF R&D EFFORTS
- Factors to consider in determination

Of oo 4.25
- Generally ..o 4.24-29
- Impact of decision to abandon R&D efforts
on recognition and measurement ...... 2.67
- When to test indefinite-ived IPR&D assets
for impairment ..................... 4.14
ACQUIRED IPR&D PROJECTS
- Attributes of ... 2.16-.17
- Incompleteness criteria ................. 2.17
- Substance criteria ...l 2.17
ACQUISITIONS OF ASSETS. See asset
acquisitions
ACTIVE MARKETS .......ccciiiiiinnnnnn 6.04
ALTERNATIVE FUTURE USE ......... 3.13-.27
AMORTIZATION
- Assets acquired for use in R&D
activities ... 3.29
- Assets resulting from R&D
activities ... 4.43-50
- Contributory asset charges ............. 6.97
- Indefinite-lived IPR&D assets ............. 407
IPR&D assets ........cocvvvnnnnn 6.122-.!3)
- Methods ....oovvvii A 43-.42
- Methods, changesin ..............00 ... 4.50

- Tax amortization benefits (TAB). Se<1ax
amortization benefits

APPLIED RESEARCH PHAJE ............ 2.45
ASSET ACQUISITIONS .............. 3.01-.31
- Accounting after ... 3.11

- Accounting for 22sets acquired in ... 3.01-.31
- Acquisition date recognition of consideration
exchanged ... 3.11
- Additional considerations ........... 4.83-.86
- In business combinations. See business
combinations, assets acquired in

- Considerations for disclosures ...... 5.08-.12
- Contingencies acquiredin ............... 3.10
- Contingent consideration ................ 3.10
S Goodwill L. 3.10
- IPR&D assets ....vvvviiiiiii 6.02
- Sample footnote disclosures ............ 5.10
- Transaction costs ...................... 3.10

- For use in R&D activities. See assets acquired
for use in R&D activities

ASSETS
- Acquisitions. See asset acquisitions
- Alternative future use ............... 3.13-.27
- Contributory ................ooi 6.85-.89
- Cost determination ..................... 3.11

- Defensive. See defensive assets

ASSETS—continued
- Deferredtax ..........oooiiiiiiil 4.82
- Exploitation rights ...................... 3.30
- Fixed. See fixed assets
- Held and used. See held and used assets
- Held for sale. See held for sale assets
- |dentifiable ... 2.07
sldled o 2.10
- Indefinite-ived IPR&D. See indefinite-lived IPR&D

assets

- In-process R&D (IPR&D). See in-process R&D

assets

- Intangible. See intangible assets
- Nonfinancial. See nonfinancial assets

- Not used in R&D activities .......... 2.11-13
- Qutlicensed ...ooovviiiiii 2.10
sPrimary L 4.65
- Recognition ......0 .o 2.06-.07
- Required rate of ettrnon ............... 6.94

- Resulting from. R&D activities. See assets

resulting Tram R&D activities

- Return on. Gee weighted average return on

as5eis(WARA)

SSamiary s 6.199, Schedule 6-11

Tangible ... 2.38,6.35

- remporarily idled or abandoned ..... 2.34-.35
- That contribute to generation of cash

flows ..o 6.82-.98
- Used in R&D activities. See assets used in R&D

activities

ASSETS ACQUIRED FOR USE IN R&D

ACTIVITIES
- Accounting after acquisition ............. 3.11
- Acquisition date recognition of

consideration exchanged .............. 3.11
- Alternative future use ............... 3.13-.27
- Costallocation .................ooeee. 3.11
- Cost determination ..................... 3.11
- Definition ... 3.08
- Disclosures ...........coiiiiiiinnn. 5.01-.12
- Income tax considerations .......... 4.80-.82
- Initial recognition ............. ...l 3.10
- Sample footnote disclosures ............ 5.04
- Subsequent accounting ............. 4.01-.86
- Useful life and amortization .............. 3.29

ASSETS ACQUIRED IN BUSINESS

COMBINATIONS ................ 2.01-.68
- Accounting for ... 3.10
- Definitionof ... 2.01-.68
+ Descriptionof ... 2.05
- Disclosures ...........coviiiiiinnn. 5.01-.07
Intangible ...l 4.02-.79
- Not used in R&D activities .......... 2.11-13
- Recognition ................oalll 2.06-.15
- Subsequent accounting for ......... 4.02-.79
- Unitof account ..................... 2.18-.24
- Used in R&D activities .............. 2.08-.10
- Useful lives of ........ooviviiiiiiiinnt 3.10
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ASSETS RESULTING FROM R&D ACTIVITIES

- Accounting for ......... 4.07, 4.08, 4.32-.53
- Amortization ... 4.43-50
sGenerally o 2.12
-Heldandused ..................... 4.54-73
- Impairment testing of ............... 4.51-.73
- Usefullife of ..., 4.37-42
ASSETS USED IN R&D
ACTIVITIES .......ccvevnnnnnnn 2.08-.10
- Completed intangible ............... 2.36-.37
- Criteriafor ......coovvviiiiiii 3.30
- Generally ... 2.08-.10
- Tangible ... 2.38
B
BASE TECHNOLOGY .................... 6.58
BUSINESS COMBINATIONS, ASSETS
ACQUIREDIN ..........cvntnnn 2.01-.68
- Accounting for ...t 3.10
- Contingent considerations ............... 3.10
- Definitionof ...l 2.01-.68
- Descriptionof ... 2.05
- Disclosures ........coviiiiiiiiinnn. 5.01-.07
- Intangible ...............olll 4.02-.79
- Not used in R&D activities .......... 2.11-.13
- Recognition ... 2.06-.15
- Subsequent accounting for ......... 4.02-.79
- Unitof account ..................... 2.18-.24
- Used in R&D activities .............. 2.08-.10
- Useful lives of .....oooviiiiiiiiint 3.10
BUSINESS ENTERPRISE
VALUATION ....... 6.199, Schedule 6-10
C
CAPITAL
- Weighted average cost of capital
(WACC) ..veevnee 6.95,6.115, 6.120
- Working ........... AN Y 6.35, 6.86, 6.94
CAPITAL CHARGES. See contributory asset
charges
CASH FLOWS
S Aftertax L. 6.148-.149
- Assets that contribute to generation
Of v 6.82-.98
- Conditional ..............cooviiiiii. 6.37
- Economic ... 6.39-.41
sFuture oo 4.60-.68, 4.64
- Presentvalue ..................... 6.99-.121
COLLABORATIVE ARRANGEMENTS ..... 2.10
COMPANY HISTORY ........cccennunnnnn 6.38
COMPETITIVE POSITION ................ 6.38
CONCEPTUALIZATION PHASE ........... 2.45
CONDITIONAL CASH FLOWS ............ 6.37
CONTINGENCIES .........ccccevivvvnennnn 3.10
CONTINGENT CONSIDERATION ......... 3.10
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CONTRIBUTORY ASSET CHARGES
- Assets that contribute to generation of

cashflows ..........coooonntn. 6.82-.98

- Basis for determining charges ...... 6.90-.95

- Contribution for elements of goodwill ... 6.96

- Examples ... 6.94

s Generally ..o 1.20, 6.82

- Period of charge ................... ... 6.97

- Tax amortization benefit ................. 6.97

- Valuation example ....... 6.199, Schedule 6-8
CONTRIBUTORY ASSETS

- Examples ... 6.86

Typesof oo 6.85-.89

CORE TECHNOLOGY ......... 2.25-.28, 6.58

COST APPROACH TO FAIR VALUE OF IPR&D
ASSETS

- Applications ..., 1.04
- Generally ... 1.06-.09, 6.178
- Items to include in valuation report ..... 6.177
COSTS
- Accounting guidance .. ... 3.12
- Allocating ...l 3.11
- Current replacemeznt cost ............... 1.06
- Determining . oo 3.11
- Intangible.asa<ts purchased from
others <. 3.12
- Materia's, 2quipment, and facilities ...... 3.12
SR 3.12
s dransaction L. 3.10
- weighted average cost of capital
(WACC) oo 6.95
COSTS OF SALES ..........ccevvnnnnnnn. 6.35
CURRENT REPLACEMENT COST ........ 1.06
CUSTOMERLISTS ......ccvvviveinnnnnn 6.94

CUSTOMER RELATIONSHIPS ....6.191-.192,
..................... 6.199, Schedule 6-4

D
DECISION TO ABANDON R&D
EFFORTS ....coiiiiiiiiiieeeeeennns 2.67
DECISION TREE ANALYSIS
- Generally ....ooiiiiiiiia 1.25-.26, 6.154
- IPR&D assets ............ 6.154-.170, 6.182
- ltems to include in valuation report ..... 6.182
- Pharmaceutical IPR&D example ...6.155-.168
S SUMMANY e 6.169-.170
DEFENSIVE ASSETS
- Definition of ... 2.10
- IPR&D assets ............ 2.29-.33,6.19-.25
DEFENSIVE INTANGIBLE ASSETS ....... 2.30
DEFERRED TAX ASSETS AND
LIABILITIES .......ccovvviiiiiiinnns 4.82
DEVELOPED PRODUCT TECHNOLOGY
- Definitionof ... 6.62
sGenerally ... 6.59
- Royalty payments ....................... 1.22
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DEVELOPED PRODUCT FAIR VALUE MEASUREMENT ....... 6.03-.78
TECHNOLOGY—continued - Comparison to fair value of other assets
- Valuation example ............. 6.193-.1945, OWNEd et 6.132-.138
....................... 6.199, Schedule 6-5 - Comparison to overall fair
DEVELOPMENT value ... 6.132-.138
- Early development - Cost approach. See cost approach to fair value
phase ...........ooeenens Exhibit 2-1 at 2.68 of IPR&D assets
. Phases Of ...vvooneei Exhibit 2-1 at 2.68 - Definition of fair value ............. 6.04, 6.06
- Project phase ........ooviiiiiiiiiiin. 2.45 - Definition of highest and best use for
DISCLOSURES nonfinancial assets .............. 6.04, 6.15
- Assets acquired for use in R&D - Definition of most advantageous
activities ... 5.01-.12 Dn%ar_k_et f AR I k """""""" 281
DISCOUNT RATE . Fg nition 0. principal market ............ .
. air value hierarchy ..................... 6.04
- Calculation of after-tax cash flow present - Framework for ... 6.04
VAU oo 6.148-.149 - Impact of decision to abandon R&D
- Calculation of cash flow present efforts on 267
Gvalue W 6'99_'61 gé - Impact of receiving results of clinical or
OEMETAY L ‘ other R&D efforts subsequent to
- Selection ................ 6.100, 6.148-.149 acquisition date but before end of
DISCOUNT RATE ADJUSTMENT TECHNIQUE measurement perisd So.........ois.... 268
(DRAT) ..covveennn 6.02, 6.100-.111 - Income approach.~See income approach to fair
DISCOUNTED CASH FLOW METHOD ....1.15 value of IPR&D ossets
DISCOVERY RESEARCH - Indefinite-lived \RR&D assets ........ 4.19-.22
PHASE ............... Exhibit 2-1 at 2.68 - Intangible assets ............... 6.122,6.123
DRAT. See discount rate adjustment - IPR&DAss2e L ooee 1.01-.34,6.79- 6113581

technique

E
EARLY DEVELOPMENT
PHASE ............... Exhibit 2-1 at 2 A2
ECONOMIC CASH FLOWS .......... 6.39-.12
ECONOMIC EARNINGS ............... . 1.14
ECONOMIC RENTS. See also cont:ibutory
asset charges ................0...... 1.20
ELECTRONIC DEVICES
INDUSTRY ......... . W W 6.19-.22
ENABLING TECHNOLCG
- Commonly consiczrad wasis of contributory
asset charge oovi 6.94
- Definition ... 6.51
~Generally ..o 6.51-.58
- llustration .......oovieiii 6.57
- Questions and answers ............. 6.54-.56
EPVT. See expected present value technique
EQUIPMENT COSTS .......cccvvvveennnn. 3.12

EQUITY METHOD INVESTMENT ...2.66, 3.31
EXPECTED PRESENT VALUE TECHNIQUE

(EPVT)
- Generally ... 6.02,6.100-.111
s Method 1 ... 6.102-.104
- Method 2 ...l 6.102-.104
F
FACILITIES COSTS .........cevvnnnnnnne. 3.12
FAIR VALUE
- Definition of ...l 6.04, 6.06
- Hierarchy ..o, 6.04

. "\llark 2t approach. See market approach to fair
value of IPR&D assets

-'Measurement period .................... 2.65
- Relative to other assets acquired and overall

purchase price ................. 6.132-.138

- Valuation techniques .......... 1.01-.34, 6.04

FINANCIAL BUYERS .........ccccciinnnnn 6.13

FINANCIAL INFORMATION. See prospective
financial information (PFI)

FIXED ASSETS
- Commonly considered basis of contributory
charge ....ovviii 6.94
- Contributory asset charges ............. 6.86
- Valuation example ...... 6.199, Schedule 6-12
FORECAST ...oviiiiiiiiiiiiiiiiaeeeeens 6.27
FUNCTIONALITY ...ciiiiiiiieieienns 6.62
FUTURE CASH FLOWS
- Estimates ... 4.64

- Used in recoverability testing of held
and used assets resulting from R&D

activities ..., 4.60-.68
FUTURER&D ......ccciviiiiiiiiinnnnnn 6.62
FUTURE TECHNOLOGY ........... 6.59, 6.62
FUTURE YET-TO-BE-DEFINED

TECHNOLOGY ........cevvvvvennnnn. 6.59

G
GOODWILL
- In asset acquisitions .................... 3.10
- Contribution for elements of ............. 6.96
~Generally ... 2.09

AAG-RDA GOO

191



192

GREENFIELD METHOD .................. 1.34
GROUPING ........cccovvvveeennnnnnn. 4.58-.59
H

HELD AND USED ASSETS
- Estimating future cash flows used in
recoverability testing of ........... 4.60-.68
S Grouping ... 4.58-.59
- Impairment loss related to ....4.69-.70, 4.73
- Impairment model ...................... 453
- Impairment testing ................. 4.54-73
- Order of impairment testing ......... 4.71-.72
HELD FOR SALE ASSETS
- Classifying ......cooovvveeiiiin. 4.74-.75
- Criteria for classifying .............. 4.74-75
- Definitionof ...l 2.28
- Impairment model ................ 4.53,4.76
- Impairment testing ................. 4.74-79
- Order of impairment testing ......... 4.77-.79
HISTORY, COMPANY ...........cceevnnnn 6.38
|
IDLED ASSETS ....cviiiiiiiiiiiiiinnnns 2.10
IMPAIRMENT LOSS
- Held and used assets resulting from R&D
activities ... 4.69-.70, 4.73
- Indefinite-lived IPR&D assets ............. 4.23
IMPAIRMENT MODELS
- Assets heldandused ................... 4.53
- Assets held forsale ..................... 453
- Held for sale assets resulting from R&D
activities .....oooeeiiiiii e 4.76
- Indefinite-lived IPR&D assets ........ 41531
IMPAIRMENT TESTING
- Assets resulting from R&D
activities ... 4.51-.73
- Held and used assets restiting from R&D
activities ... 4.54-73
- Held for sale assets resulting from R&D
activities ...t 4.74-.79
- Indefinite-lived IPR&D assets ........ 4.10-.14
INCOME
- Fair value measurement application ...... 1.14

INCOME APPROACH TO FAIR VALUE OF
IPR&D ASSETS

- Applications ..., 1.04
- Basicsteps ..o 1.14
- Decision tree analysis .............. 1.25-.26
-Generally ..o 1.13-34,6.122
- Intangible assets ................ 6.122-.123
- Items to include in valuation

rePOrt .o 6.181-.182
- Monte Carlo analysis .................... 1.28
- Most commonly used methods and

techniques .......oocvviiiiiiiii 1.16

- Multiperiod excess earnings method. See
multiperiod excess earnings method
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INCOME APPROACH TO FAIR VALUE OF
IPR&D ASSETS—continued

- Options-based methods ............. 1.29-.30
- Other methods and techniques that might
beused ... 1.17

- Relief from royalty method. See relief from
royalty method

- Single-period capitalization .............. 1.15
- Split methods .................... 1.16, 1.27
INCOME TAX
- Benefits from amortization of IPR&D assets for
income tax purposes ........... 6.122-.131
- Deferred tax calculation ................. 4.82
- Valuation allowance assessments ... 4.80-.81
INCOMPLETENESS ..........cccvnnunnnnn 2.36

INCREMENTAL REVENUE OR PROFIT ...1.32

INDEFINITE-LIVED IPR&D ASSETS

- Abandonment of associated R&D

efforts ...........iie 4.14, 4.24-.29
- Accounting, compared to accauriting

for assets resulting frem <&D

activities ........ L, 4.07-.08
- Changes in facts and

circumstances ..., 4.12-13
- Completicn of essociated R&D efforts ... 4.14

- Fair value g-termination of .......... 4.19-22
SGeneraly i 4.02
. Imram ant loss relatedto .............. 4.23
- 'meaivment model ...l 4.15-.31
‘npairment testing of ............... 4.10-.14
«Qutlicensing arrangements ......... 4.30-.31
- Qualitative assessment of ........... 4.15-.17
- Quantitative impairment test ............. 4.18
INDUSTRY FACTORS ..........cceentnee 6.38

IN-PROCESS R&D (IPR&D) ASSETS
- Amortization for income tax
PUFPOSES .\'vvevnaannn 6.122-.131, 6.150
- Asset acquisitions ................ll 3.10
- Business combination acquisitions. See
business combinations, assets acquired in
- Completion and readiness for intended

USE o eete et e e e e 4.33-.36
- Contingent considerations ............... 6.02
- Decision tree analysis ............ 6.154-.170
- Defensive .......... 2.10, 2.29-.33, 6.19-.25
- Definitionof ................ll 2.03, 3.08
- Disclosures .......iiiiiiii i 5.03
- Fair value measurement ............ 1.01-.34,

.......................... 6.79-.138, 6.151
- Identification and description of ........ 6.176
- Income tax considerations .......... 4.80-.82
- Indefinite-lived. See indefinite-ived IPR&D

assets
- PFlrelatedto ..........cooevvinit 6.48-.78
- Pharmaceutical (example) ........ 6.155-.168
- Relief fromroyalty ............... 6.139-.153
- Sample footnote disclosures ...... 5.04,5.10
- Subsequent accounting ............. 4.01-.86

- Temporarily idled or abandoned ..... 2.34-.35
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IN-PROCESS R&D (IPR&D) MARKET PARTICIPANTS
ASSETS—continued - Assumptions of .................l 6.42-.47
- That will continue to be pursued ..... 6.19-.25 - Characteristics ..............cooiiiin 6.06
- Unitof account ..................... 2.18-.24 - Definitionof ... 6.04
- Useful lives of ..ot 3.10 - Factors to consider ..................... 6.10
- Valuation. See valuation of in-process R&D - |dentification of .......... 6.06-.14, 6.19-.25
(IPR&D) assets MARKETING EXPENSE .................. 6.35
- Valuation allowance assessments ... 4.80-.81 MARKETS
IN-PROCESS R&D (IPR&D) PROJECTS .
- Acquired 516-17 CACHVE L 6.04
. Conceptualization of ..o 245 - Principal (or most advantageous) ........ 6.04
- Definition Of «.ooveeeeee 2.03, 3.08 MATERIALS COSTS ......ccivviivniennnns 3.12
- Development of .................oe.ln. 2.45 MONTE CARLO ANALYSIS ....... 1.28, 6.182
- Incompleteness of .................. 2.54-63  MyLTIPERIOD DISCOUNTED CASH FLOW
- Lifecycle oo 2.44-47 METHOD 1.15
- R&D expenses attributable to ............ 6.74 T T rrTiTTiIImIEEREITIITITITITS ’
 SUBSEANCE oo 2.48-53 MULTIPERIOD EXCESS EARNINGS METHOD
- Tax expenses attributable to ............ 6.74 - Examples ............... 6.137-.138, 6.165,
- Technical SUDPOIt EXPENSES e 6.193, 6.195, 6.199
attributable to ... v 6.74 - Generally .......... 1.15-.16, 1.20, 6.79-.81
- Valuation example ............... 6.195-.197, - Overlapping revenues............. 6.133-.136
....................... 6.199, Schedule 66 - Step 1: apply cortuntory asset charges
INTANGIBLE ASSETS for assets that cortribute to generation
- Acquired for use in R&D activities ...4.01-.86, of ca§h ﬂlnw‘s """"""""""" 6.82-98
_____________________________________ 504 - Step Zdr cu atte ptresent valqetoffcash ﬂol\f/ivs
- Completed ......ooovveiiiiiiiinnn.. 2.36-.37 us_lpg ISTLUNt rate appropriate Tor Speciic
- Contributory asset charges ............. 6.86 ) S“—I &L_' asset ?elngdvaléjgd It d -6.99-121
- Contributory charge .................... 6.94 'DJS: compute and add related income
- Defensive .........iiiiiiie 2.30 tax benefits resultln_g from amortization
- Fair value measurement 6.122 of IPR&D asset for income tax
- Not used in R&D activities .......... 211-3% PUIPOSES ... e 6.122-131
. Purchased from others ... 212 - Step 4: compare as_set fair value to that of
- Required levels N other assets acquired and overall purchase
- Sample footnote‘ dlsclosures . . . 5:64 price or to overall fair value ..... 6.132-138
- Used in R&D activities ........ 2.10.2.36-.37 N
INTERNAL RATE OF RETURN ('RR)
- Derivation of ........... e 6.113 NET CASH FLOWS
- Example calculation ................L. 6.131 - Definition of ... 1.14
SGenerally L.t 6.114 - Present value and related probabilities
- Relationship with WrCC................ 6.115 examples .........oiiiiiiiinn. 6.157-.160
- Valuation exampic....-.....6.199, Schedule 6-10  NET WORKING CAPITAL ................. 6.35
INVESTMENT ...........cccenee 2.66, 3.31 NONFINANCIAL ASSETS
IPR&D. See in-process R&D - Definition of ..oveie 6.15
- Highest and best use for ...... 6.04, 6.15-.25
J
0
JOINT VENTURES ........ccovvvvvvnnnnn 2.66
OPERATING EXPENSES ................. 6.35
M OUTLICENSING ........cccvviiienennnnnn. 2.10
MANAGEMENT DISCUSSION AND ANALYSIS OUTLICENSING ARRANGEMENTS
(MD&A) ~Generally ... 2.10
- Assets acquired for use in R&D - For indefinite-lived IPR&D assets ..... 4.30-.31
activities ... 5.05-.07 P
MANUFACTURING COST SAVINGS ...... 1.31
MARKET APPROACH TO FAIR VALUE OF PATENTS
IPR&D ASSETS - Commonly considered basis of contributory
- Applications ... 1.04 assetcharge .........oooviiiiiiiiin. 6.94
- Generally ... 1.10-.12, 6.180 - Valuation example ............... 6.189-.190,
- Items to include in valuation report ..... 6.179 6.199, Schedule 6-3
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PHARMACEUTICAL INDUSTRY
- Assets acquired for use in R&D

activities ... 5.04
- Phases of development ....Exhibit 2-1 at 2.68
- Sample footnote disclosures ............ 5.04
- Valuation of IPR&D assets .......... 6.23-.25
- Valuation of IPR&D assets

(example) ...ooovviiiiii. 6.155-.168

PHARMACEUTICAL PRODUCTS AND
PROCESSES
- Example IPR&D assets
valuation ................ooel 6.155-.168
- Phases of development ....Exhibit 2-1 at 2.68
- Related to right to market or use that are
subject to governmental regulations ....2.57

POSTMARKETING SURVEILLANCE

TRIALS ............... Exhibit 2-1 at 2.68
PREPRODUCTION PHASE ............... 2.45
PRESENT VALUE
- After-tax cash flows .............. 6.148-.149
- Cashflows .........cccvieiinn. 6.99-.121
PRIMARY ASSETS .......covvvviennnnnnnn 4.65
PRINCIPAL (OR MOST ADVANTAGEOUS)
MARKET .....coiiiiiiiiiiiiiininens 6.04
PROBABILITY FACTORS ................. 6.38
PRODUCT PHASE ......... Exhibit 2-1 at 2.68
PROJECTION ........ccviviiiiinennnns 6.27
PROSPECTIVE FINANCIAL INFORMATION
() 6.26-.78
- Comparing to PFI attributable to IPR&D

assets ... 6.75-.78
- Contributions from technology

subcomponents ...........iiiiiiii.,Ls C.a
- Development of .................... 6.42:-.47
- Ensuring assumptions are consisterivwitii

those of market participants ... ...6.42-.47
- Evaluating and documenting ke

assumptions relating to .. ......6.33-.41
- Examples ... 6.45-.47
- Expenses that may need tu be

reflectedin ... 6.74
sGenerally oo 6.26-.27
- IPR&D asset-related ............... 6.48-.78
- Selectionof ... 6.28-.32
- Sources of oo 6.28
- Step 1:selection ................... 6.28-.32
- Step 2: evaluation and documentation

of key assumptions ............... 6.33-.41

- Step 3: ensuring assumptions are

consistent with those of market

participants ... 6.42-.47
- Step 4: comparing PFI attributable to IPR&D

assets to PFl for overall entity ..... 6.75-.78
- Step 4: isolating IPR&D asset-related

PEL 6.48-.74

Q

QUALITATIVE ASSESSMENT ........ 4.15-.17
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QUANTITATIVE IMPAIRMENT TEST ...... 4.18

R
REAL OPTIONS .................. 1.29, 6.182
REAL OPTIONS ANALYSIS .......... 1.29-.30
RECOVERABILITY TESTING ......... 4.60-.68
REGULATORY ENVIRONMENT
FACTORS ......coiviiiiiiiiiiinnnnns 6.38
RELIEF FROM ROYALTY
METHOD .........cccveennnnnn 6.139-.153
- Examples ...l 6.152, 6.199
- Generally ....... 1.05, 1.21-.24, 6.139-.141
- Insufficient observable royalty
translations ... 6.153
- Step 1: isolate prospective revenue stream
related to subject asset ........ 6.142-.143

- Step 2: determine appropriate hypothetical
royalty rate for use of subject
asset ... 6.144-.147
- Step 3: calculate presert vaize of
after-tax cash flows usitg discount
rate appropriate-far specific asset
being valued = ool 6.148-.149
- Step 4: camptite . elated income tax benefits
resulting :om amortization of IPR&D asset
forincomz tax purposes ............. 6.150
- Step T 2valuate overall reasonableness
0v1°R&D asset fair value relative to other
assets acquired and overall purchase

PrICE et 6.151
REPLACEMENT COST .........ccee.... 1.07
RESEARCH AND DEVELOPMENT (R&D)

- Abandonment of efforts .......... 2.67,4.14,
.................................. 4.24-.29
- Assets used in. See assets
- Completionof ................ 4.14, 4.33-.36
- Discovery research

phase ..........oooiinnl Exhibit 2-1 at 2.68
- Early development

phase ..........coovvnen Exhibit 2-1 at 2.68
- Future technology ...................... 6.62
- In-process. See in-process R&D (IPR&D)

projects

- Phases of development ....Exhibit 2-1 at 2.68
- Postmarketing surveillance

trials ..o Exhibit 2-1 at 2.68
- Product phase ............ Exhibit 2-1 at 2.68
- Results subsequent to acquisition date but

before end of measurement period ..... 2.68
- Scope of activities ................. 2.39-.43
- Time to complete, factors to consider ... 6.38

RESEARCH AND DEVELOPMENT (R&D)
COSTS ...cviiiiiiiii s 3.12

RESEARCH AND DEVELOPMENT (R&D)
EXPENSE
- Attributable to IPR&D ................... 6.74
sGenerally oo 6.35
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RETURN OF THE OVERALL
ENTITY ..o, 6.112-.121

RETURN ON ASSETS. See weighted average
return on assets (WARA)

REVENUE
sGenerally oo 6.35
- Valuation example ....... 6.199, Schedule 6-9

ROYALTY. See relief from royalty method

S

SALES AND MARKETING EXPENSE ..... 6.35
SINGLE PERIOD CAPITALIZATION
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