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Model development of financial support through the commercialization of
intangible sports assets

Ji-Myung Jung' & Sun-Yun Shin**

'Korea Institute of Sport Science & *Yonsei University

This research intends to present a new model development for properly evaluating intangible assets
of sports companies. To accomplish the purpose of this research, cases where observable data such as
costs are used to determine value and the application of such evaluation models were explored. Also
overseas cases of Patent Litigation Fund, Patent Portfolio Fund, Intellectual Property Incubation Fund
and existing loan programs were analyzed. The model development provided by this research utilizes
numbers from financial statements in assessing intangible assets, thereby uniting the financial statements
with actual value. And more accurate corporate evaluation method would be possible by evaluating
intangible assets based on numbers from financial statements was suggested. Therefore, suggested model
development first calculates the total goodwill and then divides this among the different types of
intangible assets. The criteria of such division is based on the cost involved. This is much more
persuasive than estimating future profits or comparing similar companies because it is based on actual
cost spent and not vague numbers. This is not completely different from existing profit approach, but
rather an evolved form of it. In other words, suggested model development tries to translate goodwill
into tangible numbers as much as possible.
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Table 1. Types of Intangible Assets
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Types of Intangible Assets

Main Contents

Human resource Human capital-related

Capability of employees, employment contracts, organization culture etc.

Technology-related

Process patent, documents on technology etc.

Data-related

Software, data-base etc.

Interior Assets

Engineering-related
(structural assets) ngmnecring-retate

Design, product patent, technical drafts etc.

Artistic-related

Copyright, publication right etc.

Condition-related

Mining right, water power, easement etc.

Customer-related

List of customers, customer satisfaction, patron etc

External Assets

(Customer assets) Marketing-related

brand name, logo, advertisement etc.

Contract-related

License agreement, franchise etc.
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Fig. 1. Technology valuation process of Korea Invention
Promotion Association
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Table 2. Loan Demand of Sports Service Business (unit: million KR won)

determine financing

financing execution

year number of amount number of amount
companies sum facilities R&D companies sum facilities R&D
08 2 1,300 1,000 300 2 1,300 1,000 300
09 3 949 649 300 1 150 150 -
10 1 300 - 300 1 300 - 300
11 2 350 - 350 2 350 - 350
12 - - - - - - - -
13 3 700 - 700 3 500 - 500
14 3 - 350 600 1 - - 300
sum 14 3,599 1,999 2,550 10 2,100 1,150 950
average 2.34 719.8 666.3 425 1.67 520 3833 350
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Table 3. Intangible Asset Categorization of Sport Industry

Division Types Contents
Patent sports goods, objects used in producing sport goods, procedures of manufacturing goods,
virtual reality technology for broadcasting scene
Design Right shapes and t."orms of sport goods, .commercialization items of mascots and
Objective puppets, designs used for accessories
Intangible logos and emblems for team, league, or events; names of sport goods producers, photos

Trademark Rights

Assets and portraits related to athletes and sports
Copyright list of matches, game schedule, official game publications, stats, videos related to games,
pyH writings, official logo songs of leagues or teams, rules related to sports etc.
Human Resource  human rights for athletes or web-sites
know-how, experiences, imaginative power of athletes
Human Resource . . .
; rights for sports agencies to negotiate athletes
Subjective . . .
. oo business plans and trade secrets, personal information related to athletes,
Intangible Organization Assets . . .
Assets information related to developing products and sport events

Business rights

business rights of empowering sports business, business rights
of acknowledging takeovers as characteristic values in sports business
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Local governmental agencies

Fig. 3. Structure of Intellectual Property Mortgage in China
(Teikoku Databank, 2013)
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Relief from Royalty Method

Useful methods utilizatiqn

for evaluating
patents, brands,
trademarks and
technology values

The most commonly used

preperty. rights as collateral

Disadvantages that it is not

have to be paid

to ensure availability of
valuation parameters
< such as rovalty rates

method of receiving intellectual Characteristic

casy to calculate royalties that DfSﬂdVﬂﬂtﬂgeS

Key Point

o]l QlojA FH3o & AI7F 2 Aot} T3 9
e A 7P ARl 34 A gl o &g
& A3 (Shawn et al., 2011), HH-E] A7} 4
A3 FA o) dztet Aol mz A el FE|7) am 7
W A7 ofgthe A, agla A} ARl
TE&S Fuistsl] dsl AFHE 713 o2 AR 7}
SAo] EAteR 3 AH R AlFAo] 3]y sleet
7Fs73 (Ball, 2009) && 53] F5sta Hgaford o

&7F 9 Zlot}, ol& FRPAe S slojA] At
of =7t MY A H QA S = TP
7FA 7} A5 7Fed 2 vl WAs ok &2 ofn|dt
o 28 BR 712 £ H2Hd 7|k E Ve
H7be 71 Abdsket AR A Slojx] A3e B

it

I

Incremental Cash Flow Method

The direct method of calculating
the cash flows that can be seen
as a direct contributicn of the
technelegy under evaluaticn
Often applied to technologies
that yield identifiable cost
savings

Diepends on considerable assumptions and
one-sided subjective discretion

Large possibility of an entreprensurs to
opportunistically use discretion to maximize their utility
Because most cases are calculations based on
anticipation and estimation, it is difficult to maintain
objectivity due to large deviation from reality
Although it is a suitable model in terms of
technolegy commercialization and trading, it
may not be suitable for calculating the value of
security value of financial instituticns.

The possibility that the credibility of

accounting information will decrease is a
particular factor to be noted and
supplemented:

Fig. 4. Comparison Relief from Royalty Method and Incremental Cash Flow Method
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