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ISO 10668 

The ISO (International Organization for Standardization) is a 
worldwide federation of national standards bodies

ISO standards are developed by technical committees comprising 
experts from the industrial, technical and business sectors which have 
asked for the standards, and which subsequently use them

The ISO 10668 was approved August 2010 and will be reviewed at the 
least three years after publication by all the ISO member bodies

The ISO 10668 provides a consistent, reliable approach to brand 
valuation, including 

- Financial Aspects,

- Behavioural Aspects,

- Legal Aspects.
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ISO 10668 – Terms and definitions (1/2)

Brand: marketing-related intangible asset including, but not limited to, 
names, terms, signs, symbols, logos and designs, or a combination of 
these, intended to identify goods, services or entities, or a combination 
of these, creating distinctive images and associations in the minds of 
stakeholders, thereby generating economic benefits/values
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ISO 10668 – Terms and definitions (2/2)

Trade mark: legally protectable sign, or any combination of signs, 
capable of distinguishing the goods or services of one enterprise from 
those of other enterprises

Example: Words (including personal names), letters, numerals, 
figurative elements and combinations of colours.

Note 1: This definition is in accordance with the trade mark definition 
of the WTO Agreement on Trade-Related Aspects of Intellectual 
Property Rights (TRIPS).

Note 2: A trade name is the name of a business, association or other 
organization used to identify it. It might or might not be the same as the 
trade mark used to identify the company's goods and/or services.
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ISO 10668 – General requirements

Transparency: Monetary brand valuation processes shall be 
transparent. This requirement includes disclosure and quantification of 
valuation inputs, assumptions and risks as well as, when appropriate, 
sensitivity analyses of the brand value to the main parameters used in 
the valuation models. Behavioural Aspects: Assessment of the brand 
situation in the market, including the brand value drivers; measuring 
brand strength such as awareness, perceptual attributes, knowledge, 
attitude and loyalty; incorporate an evaluation of the brand’s relevance 
in its specific market and sector environment

Validity, Reliability, Sufficiency, Objectivity 

Financial, legal and behavioural parameters
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ISO 10668 – Three important parameters

Financial Aspects: Analytical review of the current and predicted 
market volumes, values, margins and channels

Behavioural Aspects: Assessment of the brand situation in the market, 
including the brand value drivers; measuring brand strength such as 
awareness, perceptual attributes, knowledge, attitude and loyalty; 
incorporate an evaluation of the brand’s relevance in its specific market 
and sector environment

Legal Aspects: Assessment of the legal parameters such as 
distinctiveness, scope of use/scope of registration (territory, goods and 
services), extent of use, notoriety/extent to which brand is well-known, 
right of cancellation priority, dilution and the ability or willingness or 
both of the owner to enforce legal rights

6

November 2011

 



PwC

Key Elements of Income Approaches

Income approaches presume that an intangible’s value is inherent in its 
ability to generate future cash flows to the benefit of its owner

Across all income methods, ultimately, the value of an intangible is 
determined as the present value of the intangible’s future cash flow 
generating potential

Basis for the determination of future cash flows is a business plan, 
which ideally can be broken down to show such cash flows that can be 
directly associated to the intangible in focus…

…otherwise assumptions how to perform such an intangible-specific 
breakdown have to be derived in close cooperation with experts

The determination of the present value is technically performed by 
applying an intangible-specific risk adjusted discount rate over a 
remaining economic useful life considered appropriate  
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Income approach – a Standards’ favorite
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Income approaches according to ISO 10668 (Application of One of the 
Methods Strongly Depends on Valuation Object and Available Data):

• Incremental cash flow method

• Price premium method

• Volume premium method

• Income-split method

• Multi-period excess earnings method

• Royalty relief method
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Incremental Cash Flow Method a Combination of 
Price and Volume Premium Method
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ISO 10668 – Determination of financial variables

Discount rate: The discount rate used for discounting future expected 
cash flows attributable to a brand shall be derived from the discount 
rate used for the discounting of cash flows generated by the business as 
a whole, i.e. the weighted average cost of capital (WACC). As a business 
is a portfolio of assets and liabilities, the discount rate shall also reflect 
the specific risks of the brand.

Economic useful life: The useful economic life of a brand, using the 
income approach, shall consider the general trend for brands in the 
industry in which the brand is used. The valuation shall not cover a 
forecast period that exceeds the remaining useful economic life of the 
brand.

Tax considerations: Cash flows in the income approach shall be 
calculated on the after-tax basis.
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ISO 10668 – Considerations when applying the 
market approach

When applying the market approach, brands considered as comparable 
shall have similar characteristics to the brand subject to valuation, such 
as brand strength, goods and services, or economic and legal situation.

In order to be comparable, the transactions shall have been made 
within a reasonable closeness in time to the value date of the subject for 
valuation.

The valuation shall take into account the fact that the actual price 
negotiated by independent parties in a transaction may reflect strategic 
values and synergies that cannot be realized by the present owner.

Note: The number of transactions relating to brands as isolated assets is 
very small. In addition, when the data are known, the characteristics of 
the brand being valued can differ significantly from the characteristics 
of the few examples of brands being sold.
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ISO 10668 – Considerations when applying the 
cost approach

When applying the cost approach, a comparison shall be performed 
between the past expenditure and the awareness of the brand generated 
by such expenditure. It shall not be automatically considered that there 
is a link between money spent and value.

Note: The cost approach is often based on retrospective data and does 
not consider a company's future earnings potential.

The cost approach can be used when the other valuation approaches 
cannot be implemented and there is reliable data to estimate the cost.

The cost approach can be used to assess the consistency and the 
reasonableness of the value obtained through other approaches.
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ISO 10668 – Sourcing and the use of quality data 
and assumptions 

The appraiser shall ensure that reliable data for the completion of the 
brand valuation is obtained. This shall include data available from the 
brand owner and appropriate third parties. The appraiser shall 
thoroughly assess the relevance, consistency and adequacy of all data 
and assumptions used.
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ISO 10668 – Documentation 

Position and status of the appraiser

Purpose of the valuation

Identification of the subject brand

Addressed audience/addressees

Approaches and methods used

Valuation date

Result of the brand valuation

Data sources used

Overview of legal rights, behavioural aspects and financial analysis

Key assumptions and sensitivities
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Lessons learned for transfer pricing? 

Some terms and definitions maybe helpful

Assure transparency and the three important parameters (financial, 
legal and behavioural) 

Focus on the Income Method

Application of the different income approaches depends on valuation 
object and availability of quality data

How to apply the incremental cash flow method (price and volume 
premium)

Determination of financial variables such as discount rate, economic 
useful life, tax considerations; or rather not?

Caveats on market and cost approach

Aspects of sourcing and quality data as well as documentation
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Contact

WP/StB Dr. Jutta Menninger
Partner Valuation Services and Transfer Pricing
PwC Munich, Bernhard-Wicki-Str. 8
Phone: +49 89 5790-6400
E-Mail: jutta.menninger@de.pwc.com
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