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I. INTRODUCTION 

 
The study is done on the valuation of intangible assets 

as well as strengthening the equity position of a 

company. The study was done on Software cum 

Business Process Outsourcing Company. This 

proposal is prepared considering Small Medium 

Enterprise especially which companies are suffering 

with their low valued financial statements and running 

with a shortage of proper working capital. 

 

A. About the company 

Name of the company: B G Interactive Limited (BGI) 
Type of company: Private Limited Company (Joint 

venture between USA and Bangladesh) 

Date of Incorporation: 15 April 2009 in Registrar of 

joint stock companies in Dhaka 

Registered Address: House 67/A, Road 04, Block C, 

Banani, Dhaka 1213 

Paid up share capital: BDT 10,000; 

Share structure: 100 shares @ BDT 100 each as of 

31st December 2012 from the date of incorporation 

Directors: 3 (Three) with shares ratio 49%, 49% and 

2% 

Employee: 35 (Approximately) 
Turnover: BDT 49,496,034 as of 31st December 2012 

Core Business: Back Office Dedicated Support, 

Internet Solution & Online Marketing; E-Commerce 

AND Software Development.. 

 

B. Background of the research 

From the beginning of its establishment, the company 

was having the issue of working capital. Though the 

company was gradually increasing its revenue and 

within 3 years of its establishment, it became a 

profitable company. However, the cash inflow of the 
company was not sufficient for maintaining all its 

regular overheads. So, from year 2010, the company 

was looking for Debt Financing. Working capital 

financing, accounts receivable factoring, mortgage 

financing – it tried everything to various commercial 

banks and other financial institutions but it failed. Due 

to a new company as well as software company with a 
very low financial profile, no financial institutions 

were agreed to finance the company. 

At this point, the company has been nominated for a 

Government fund by Peoples Republic of Bangladesh 

which is known as Equity & Entrepreneurship Fund 

(EEF). This special fund is allocated by Bangladesh 

Government only for IT and Agriculture sectors. By 

going through all business strategies and portfolios, 

EEF Division of Investment Corporation Bureau 

selected initially the company to disburse the fund. 

However, there was a major obstacle – Company’s 
assets value. The condition of the EEF is the company 

must give away 49% of its share to Bangladesh 

Government and the fund size would be based on 

company’s assets value but no more than 10 crores 

(100 million). 

At this stage, BGI needed to boost up its financial 

statements. As BGI is a software development 

company, so it has decided to develop few software 

which will increase the value of company. Under this 

situation, the idea, methods and logic arisen to value 

intangible assets like software as well as creating 

some numbers for equity. 
The following software’s values have been 

determined: 

1. BG-Attend 

2. BG-Shop 

3. BG-HMRS & 

4. BG-TaskCloud 

 

II. OBJECTIVES 

 

The objectives of the report – Valuation of Intangible 

Assets & Boosting up the Company’s value for Future 
Expansion of IT Small Medium Enterprise are as 

follows: 

A. Primary Objective 

The study was conducted to achieve the following 

Primary objectives: 



International Journal of Management and Applied Science, ISSN: 2394-7926                          Volume-5, Issue-8, Aug.-2019 

http://iraj.in 

Valuation of Intangible Assets and Boosting up the Company’s Value for Future Expansion of Small Medium it Companies 

 

139 

 Determination the value of intangible assets 

for a company. 

 Working with the timeline, scope, ideas, 

wireframes, system analysis, development 

environments, codes and quality assurance for 

developing software - specially determining 

Manpower cost and Associated Direct 

Operational costs. 

 Placement of Exclusive Software Supplier 

agreement and Software License. 

 Determination of Revaluation surplus of self-

created software 

 Strengthen the company value of a small 
medium enterprise to be eligible for debt 

financing or any kind of syndicate funding or 

donation. 

 Enhancing the equity position of the 

shareholders or directors of the company 

 Represent the company as a well profitable 

business. 

 

B. Secondary Objectives 

The secondary objective is to present the accounting 

theory, analysis, findings and implementation of this 
report in the 579th International Conference on 

Economics and Business Management (ICEBM) by 

the International Academy of Science, Technology, 

Engineering and Management (IASTEM). 

 

III. RATIONALE OF THE RESEARCH 

 

A. IAS 38: Intangible Assets - outlines the 

accounting requirements for intangible assets, which 

are non-monetary assets which are without physical 

substance and identifiable (either being separable or 

arising from contractual or other legal rights). 
Intangible assets meeting the relevant recognition 

criteria are initially measured at cost, subsequently 

measured at cost or using the revaluation model, and 

amortized on a systematic basis over their useful lives 

(unless the asset has an indefinite useful life, in which 

case it is not amortized) 

 

 
Feg.1 IAS 38. (Recognition and measurement of Intangible 

Assets) 

B. IFRS 13: Fair Value Measurement - applies to 

IFRSs that require or permit fair value measurements 
or disclosures and provides a single IFRS framework 

for measuring fair value and requires disclosures 

about fair value measurement. The Standard defines 

fair value on the basis of an 'exit price' notion and uses 

a 'fair value hierarchy', which results in a market-

based, rather than entity-specific, measurement. 

a) Intangible assets are usually measured using the 

cost model 

b) An entity may choose to revalue (measure the 

asset at fair value), only if fair value can be 

determined by reference to an active market. 

c) If an intangible asset is revalued, all assets within 
that class of intangible assets must be revalued. 

d) The principles of the revaluation model in IAS 16 

apply to IAS 38. 

e) An intangible asset with a finite useful life is 

amortized. 

f) An intangible asset with an indefinite useful life 

 is not amortized 

 is tested annually for impairment. 

 

 

 
 
Feg.2 IFRS 13. (Classification, recognition and measurement of 

assets) 

C. Revaluation Reserve - A revaluation reserve is a 

way of accounting for an increase in the value of a 

company asset since its last set of accounts. It is 

designed to take care of the situation that the 

company's overall balance has increased, but this 

increase is not technically a profit. In most cases, the 
extra money gained through the revaluation reserve is 

not eligible to be distributed to shareholders. The 

revaluation reserve is a category in a company's 

accounts. 

D. IAS 21: The Effects of Changes in Foreign 

Exchange Rates - outlines how to account for foreign 

currency transactions and operations in financial 

statements, and how to translate financial statements 

into a presentation currency. An entity is required to 

determine a functional currency (for each of its 

operations if necessary) based on the primary 

economic environment in which it operates and 
generally records foreign currency transactions using 

the spot conversion rate to that functional currency on 

the date of the transaction. 
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Feg.3. IAS 21. (Definitions of The Effects of Changes in Foreign 

Exchange Rates) 

 

E. IAS 1: Presentation of Financial Statements - 

sets out the overall requirements for financial 

statements, including how they should be structured, 

the minimum requirements for their content and 

overriding concepts such as going concern, the accrual 

basis of accounting and the current/non-current 

distinction.  The standard requires a complete set of 
financial statements to comprise a statement of 

financial position, a statement of profit or loss and 

other comprehensive income, a statement of changes 

in equity and a statement of cash flows. 

F. IFRS 15: Revenue from Contracts with 

Customers - specifies how and when an IFRS 

reporter will recognize revenue as well as requiring 

such entities to provide users of financial statements 

with more informative, relevant disclosures. The 

standard provides a single, principles based five-step 

model to be applied to all contracts with customers. 
 

 
Fig. 4 IFRS 15. (Steps fo Revenue from Contracts with 

Customers) 

 

G. IAS 10: Events after the Reporting Period - 

contains requirements for when events after the end of 

the reporting period should be adjusted in the financial 

statements. Adjusting events are those providing 

evidence of conditions existing at the end of the 

reporting period, whereas non-adjusting events are 

indicative of conditions arising after the reporting 

period (the latter being disclosed where material). 

 

 
Fig.5  IAS 10. (Classifications of events) 

H. Other comprehensive income - contains all 

changes that are not permitted to be included in profit 
or loss. It is particularly valuable for understanding 

ongoing changes in the fair value of a company's 

assets. 

 

IV. LITERATURE REVIEW 

 

The literature review will discuss the functionalities 

of the following Software’s with the value: 

A. BG-Attend: A Registration and Attendance 

management software package CAKEPHP Program 

integrated with various shipping payment gateway as 

well as Social Networking. The software value is 
determined worth of US $ 59,710 (US Dollar Fifty-

nine thousand seven hundred ten only) as of 30th 

October 2012. 

 

B. BG-Shop: It is a feature-rich ecommerce platform 

solution that offers merchants complete flexibility 

and control over the functionality of their online 

channel. BG-SHOP’s Search Engine Optimization, 

Catalog Management, and powerful Marketing Tools 

give merchants the ability to create sites that provide 

an unrivaled shopping experience for their customers. 
This e-commerce software value is determined worth 

of US $ 55,790 (US Dollar Fifty-five thousand seven 

hundred ninety only) as of 30th October 2012. 

 

C. BG-TaskCloud: A multifunctional business 

collaboration, document and project management. The 

web based software was founded on the idea of 

making social networking and project management 

efficient. This project management software value is 

determined worth of US $ 114,222 (US Dollar One 

hundred fourteen thousand and two hundred twenty-

two only) as of 31st May 2013. 
 

D. BG-HMRS: A Human Resource Information 

System with a value of US $ 116,480 (US Dollar One 

hundred sixteen thousand and four hundred eighty 

only) as of 31st May 2013. This web based software 

provides modules for personnel information 

management, employee self-service, leave, time and 

attendance, benefits and recruitment, companies can 

manage the crucial organization asset-people. 

 

V. PROGRESSIONS & METHODS 
 

A. Determination of Manpower Cost: 

1. Determining the cost rates of software engineers 

and project managers who are involved in the 

development of the software. 

2. Figuring out development time Phase wise by 

project managers, developers and associates. For 

example, for Phase – Development Environment Pre-

tool set up, figuring out how many developers has 

worked, how much time they have spent and what are 

the cost rates of that time by multiplying their hourly 

cost rate. 
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Man Hours  X  Hourly Rate 

 

B. Determination of Associated Direct Operational 

Cost: 

1. Figuring out all direct cost related to the 

development of software. For example, it might 

be all accommodation and space related costs, 

internet and communication related costs, 

computer related cost, printing & stationery 

related cost, entertainment related cost etc. 

2. Computing Average Direct Associated costs 

based on Days that have required developing the 

software. 

3. Computing Average Direct Associated cost based 
on Staffs that have worked in the development 

process of the software. 

Avg. Associated Cost of Development Time 

X 

Avg. Associated Cost for Developers 

 

C. Consideration of Indirect Cost & Taxes: 

If there any indirect cost associated with the 

development of software, those must be considered as 

well. For example, expenses related to copyright 

protection, patent protection, trade secret protection, 
trademark projection, code burglary insurance etc. 

Also, if there is any kind of taxes cost are associated 

with software product like Value Added Tax (VAT), 

that also need to be considered while the total cost will 

be considered. 

 

D.Determination the Hourly Selling rate to sale and 

develop the software to the market locally or 

internationally. (IFRS 13: Fair Value Measurement) 

 

E.Figuring out the total development hours by 

development module wise. These hours must be 
accurate for the development process. Consideration 

the minimum development hours are desirable. 

F. Placement and execution of Exclusive Software 

Supplier Agreement & Software License Agreement 

to  

determine the revenue of the software. (IFRS 15: 

Revenue from Contracts with Customers) 

 

G.Determining Revaluation Reserve: 

1. Deviation between the software supplier 

agreement value and configured value or actual 
expenses to develop the software. 

2. Software’s will be initially recognized at actual 

expenses and subsequently those will be revalued 

on the strength of valid supplier contracts in hand. 

3. The amount will be considered as the active 

market price of the product as per requirement of 

IAS 38: Intangible Assets. 

 

H.Determining Exchange gain or loss (IAS 21: The 

Effects of Changes in Foreign Exchange Rates): 

1. Determine the value of software at the day of 

presentation of financial statements by 

considering the exchange rate from the authorized 

source. 
2. Deviation between the software value determined 

on the supplier agreement date and the value 

determined on the financial statement 

presentation date. 

3. The difference between the above stated amounts 

will be considered as Exchange Gain or Loss. 

 

I. The accumulated Foreign Exchange Gain or Loss 

will be presented in Other Reserve in the Statement of 

Affairs or Balance Sheet in the financial statements. 

(IAS 1: Presentation of Financial Statements) 

J. Declare stock dividend a significant number of 
shares with a handsome ratio to the shareholders of 

private limited companies. (IAS 10: Events after the 

Reporting Period) 

K. Revaluation gain from intangible assets and 

Foreign Exchange gain or loss will give a heighten of 

total comprehensive income for the company in the 

reporting year in the Statement of Comprehensive 

Income. (IAS 1: Presentation of Financial Statements) 

In conclusion, the value of the software private limited 

companies will change significantly as follow: 

 Intangible Assets will give a handsome 
amount in the Assets portion of the Statement 

of Affairs or Balance Sheet. 

 Revaluation Reserve & Other Reserve will 

give a boost to the Equity portion of the 

Statement of Affairs or Balance Sheet. 

 Proposed Dividend will be reflected in the 

Balance sheet as current liabilities for the time 

being but later at the time of next AGM, all 

shareholders of the private company will be 

benefited by the distributing of this dividend 

specially the stock dividend. 

 Besides the net profitability of the company, 

statement of comprehensive income will give 

a good impression for Other Comprehensive 

Income that would be generated by 

Revaluation gain of intangible assets and 

Foreign exchange gain. 

 

VI. SCOPE OF THE RESEARCH 

 

This report is strictly confined BG Interactive Limited 

financial system & information. By applying this 

method, BG Interactive Ltd was able to heighten their 
financial status significantly from year 2011 to year 

2012. The following data will give an impression 

about the improvement of the company between these 

years: 

 Total comprehensive income has been 

increased from BDT 2,433,705 to BDT 

25,753,197. 

 Total assets value of the company has been 

boosted from BDT 4,686,148 to BDT 

30,062,527. 
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 The equity position of the changed 

enormously of the company in the year 2012 
and it stood BDT 24,706,705 from negative 

BDT46,492. 

 In the year 2013, the company won & 

achieved the Equity and Entrepreneurship 

fund awarded by Bangladesh Government for 

developing IT sector. Not only government 

fund but also couple of financial institutes- 

Race Capital PLC and BRAC bank invested a 

collective fund to the company. 

This research will help the small medium IT 

companies specially software based company that are 

having shortage of proper working capital particularly 
in Bangladesh. According to the BASIS, total 1,197 

IT companies are in membership with them. 

Hardware, software, outsourcing even ISP companies 

are enlisted here. However most of the software 

companies are suffering here with a proper working 

capital. Financial institutions are not interested to 

invest any money in Software companies as they don’t 

have handsome financial statements with good 

amount of assets and equity position. 

How a small or medium software company can solve 

various financial problems through winning various 
national international funds and debt financing to 

overcome the obstacles, the bad impact of the country 

to sustain in ethical way. Besides what is the main 

lack or limitation of software companies not doing the 

best business in Bangladesh recent days and how it 

can overcome from this bad phase? 

 

VII. LIMITATIONS OF THE RESEARCH 

 

 The idea of valuing intangible assets – 

Software is applicable for software companies 
only. 

 The idea is effective for Private Limited 

Company 

 In the proposed idea, valuation of software 

will be much more effective for web based 

Software Company or           Web outsourcing 

company rather than desktop based software 

company. 

 Proposed supplier agreement and software 

license agreement idea can only be possible if 

the software company has joint venture with 

other companies’ especially in overseas. 

 Software business still not much familiar to 

all kinds of people of Bangladesh. Still most 

of the people think that IT business means 

computer hardware related business. 
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