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ABSTRACT

The object of the study is digital assets and digital intellectual assets as objects of valuation. The subject of the research
are the principles, factors, approaches and methods of assessing the value of digital assets, including digital intellectual
assets, in order to involve them in civil turnover in modern realities. The relevance of the problem is caused, on the one
hand, by the formation of new types of assets — digital, including intellectual — in the context of digitalization of the
economy and public relations, on the other — by the uncertainties arising during their identification, as well as the need
to substantiate the applicability of valuation principles, approaches and methods to determine the value of such assets
for further involvement in civil turnover. The purpose of the study is to substantiate the principles, factors, approaches
and methods applicable to the valuation of digital intellectual assets, their approbation on specific examples (domain
names). Methods of statistical and comparative analysis, generalization, classification, and valuation were used. The
essential characteristics of digital intellectual assets have been defined: intangible nature, creation with the help of
digital technology; manifestation of value in the information system; the ability to civil (property) turnover as objects
of intellectual rights. The applicability of valuation principles, income and comparative approaches to the valuation
of digital intellectual assets is substantiated. The factors influencing the value of digital intellectual assets, as well as
specific factors characteristic of one of the types of digital intellectual assets — domain names are identified. An example
of using the analogs method to estimate the cost of a second-level domain name in the framework of a comparative
approach is shown. It is concluded that digital intellectual assets satisfying all essential characteristics can be put on
the balance sheet as intangible assets, and their market value is determined on the basis of income or comparative
approaches using the principles of evaluation and identified factors.
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INTRODUCTION
The relevance of the study of digital
intellectual assets as objects of valuation is
due to a number of recent socio-economic
trends and factors.

First, there is the demand of the State and
society for the formation of a new digital
economy, encompassing all sides of economic
processes and social relations. According to
the Decree of the President of the Russian
Federation No. 474 of 23 July 2020 “On the
national development goals of the Russian
Federation for the period up to 20307, the digi-
tal transformation is in the national interests
of Russia. The digital economy is defined as
“economic activity, where digital data are the
key to production, processing of large volumes
and the use of the results of analysis which, in
comparison with traditional forms of econom-
ic management, allow to significantly increase
the efficiency of various types of production,
technologies, equipment, storage, sale, deliv-
ery of goods and services”.!

The basis directions of the development
of digital technologies in Russia are defined
in the program “Digital Economy of the Rus-
sian Federation”, approved by the Decree of
the Government of the Russian Federation
No.1632 of 28 July 2017.2 The implementa-
tion of this programme involves State sup-
port for a number of federal projects aimed at
digital development, including the regulatory
framework, human resources, infrastructure,
information security, and digital manage-
ment (Fig. 1).

The necessity for early implementation of
these projects is determined by Russia’s lag
from the world’s leading economies in terms
of digital transformation of socio-economic
processes. The International Digital Econo-
my and Society Index (I —-DESI) 2018 showed
that of 27 EU countries and 18 other foreign

! Decree of the President of the Russian Federation from 09
May 2017 No.203 “On the Strategy of development of the
information society in the Russian Federation for 2017-2030".
2 Program “Digital Economy of the Russian Federation”.
Decree of the Government of the Russian Federation from 28
July 2017 No.1632. URL: http://static.government.ru/media/fi
les/9gFM4FHj4PsB 7915v7yLVuPgu4bvR 7MO.pdf. (accessed on
21.05.2022).

countries, Denmark, Finland, the Netherlands,
the USA, and the UK are in the top five. Rus-
sia with an index of 0.43 is inferior to the av-
erage value of the EU Index (0.52), however,
it is comparable to China (0.46) and exceeds
Turkey (0.34), Brazil (0.37), Serbia (0.38), with
significant growth potential (39%) of the sub—
index components: broadband infrastructure
(connectivity), human capital, use of Internet,
integration of digital technology and digital
public services. The highest is the sub-index
of human capital (0.64) and the smallest is the
sub—index of business integration of digital
technologies (0.28).3

According to the Business Digitization In-
dex (compiled by HSE University),* which
characterizes the speed of adaptation to the
digital transformation of business sector or-
ganizations in Russia, European countries,
the Republic of Korea, Turkey, and Japan, our
country is only in the 28% place, that compara-
ble to the Central and Eastern European coun-
tries of Bulgaria, Hungary, Poland, and Roma-
nia. The leading position is occupied by Fin-
land (50), followed by Belgium (47), Denmark
(46), Republic of Korea (45). The Business Dig-
itization Index is determined by indicators of
the level of use of broadband Internet, cloud
services, RFID-technologies, ERP-systems,
the inclusion of organizations in electronic
commerce.

The percentage of cloud services distribu-
tion in Russian organizations can be compared
with the average by EU countries — 21%. But
Russia is ahead of France and Austria (17%)
and Germany (16%).

In 2021, Russia ranked 42 in the World
Digital Competitiveness Ranking — IMD Busi-
ness School.’ The leaders are the USA, Hong
Kong, and Sweden. Among the evaluated cri-
teria, Russia has the highest result in the

5 International Digital Economy and Society Index (I-DESI).
URL: https://digital-strategy.ec.europa.eu/en/library/i-
desi-2020-how-digital-europe-compared-other-major-world-
economies (accessed on 20.05.2022).

4 Business Digitization Index. HSE University. URL: https://
www.tadviser.ru/index.php.  Article:  Russia_in_IT-ratings
(accessed on 20.05.2022).

SURL: https://www.tadviser.ru/images/f/f6/Digital_2021.pdf
(accessed on 20.04.2022).
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Fig. 1. Federal projects of the Digital Economy of the Russian Federation Program
Source: compiled by the authors on the basis of the national project Passport. URL: https://digital.gov.ru/uploaded/files/natsionalnaya-

programma-tsifrovaya-ekonomika-rossijskoj-federatsii_NcN 2n0O.pdf (accessed on 21.05.2022).

“knowledge” block (24" place). The Russian
Federation ranked 48" according to the “tech-
nology” block, which consists of the following
components: regulation (39), including intel-
lectual property (56); research legislation (46);
capital (58), including venture capital (60);
banking services (53); financing technology
development (49); technological infrastruc-
ture (45).

Another trend that stimulates the digital
transformation of the business is related to
the difficult epidemiological situation caused
by coronavirus infection, which led to explo-
sive growth in online trading, the volume of
which at the end of 2021 amounted to about
4.1 trillion rubles (3.4% of GDP).¢

¢ Inline trading in Russia 2021. Data Insight. URL: https://
datainsight.ru/sites/default/files/DI_eCommerce2021.pdf
(accessed on 20.04.2022).

According to the same source (Datalnsight),
the Russian e-commerce market in 2020 with
a growth rate of 58% became the fastest grow-
ing market compared to other countries and
demonstrated the ability to accelerate digital
transformation.

According to Fig. 2, the share of online sales
in retail trade in 2017-2021 years has grown
steadily against the backdrop of pandemic re-
strictions and inability to make purchases in
the traditional way and reached 12% in 2021.
The share of organizations that received or-
ders for goods (works, services) on the Internet
also grew (Fig. 3).

At the same time, according to the data
of the Federal State Statistics Service, which
monitors the development of the information
society in Russia since 2010, it can be
concluded that the pandemic as a whole has
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Fig. 2. The share of e-commerce in the Russian retail market in 2017-2021, %

Source: compiled by the authors based on data from Data Insight.
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Fig. 3. The share of organizations that received orders for manufactured goods (works, services) via

the Internet, %
Source: compiled by the authors on the basis of Rosstat data.

had a negative impact on the development of
the innovative capacity of the country, on a
number of indicators of the use of information
and communication technologies (ICT), above
all in e-business, the share of fundamentally
new technologies (Fig. 6). It should be noted
the growth of interest in education in the

direction of training “Computer Science
and Engineering” (Fig. 4). Thus, half of the
indicators (50%) that was presented to the
Fig. 5 and 6 has a negative trend in 2019-2021
compared to the pre-production period.

Of course, there is still work to be done
in terms of investment and stimulation of
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Fig. 4. The number of students admitted to state educational organizations of higher education in the field of
Computer Science and computer Engineering per 10000 population, 2010-2020, %

Source: compiled by the authors on the basis of Rosstat data.

the digital economy, but the digitalization
process cannot be stopped, it is one of the
priorities of the national economy, which is
based primarily on intellectual capital, which
includes human capital, organizational capital,
including intellectual property, and market
capital (relationship capital).

At the same time, the needs of economic
entities in the digital economy are somehow
connected with new (digital) objects of
ownership, which necessitates the formation
of the appropriate legislative framework,
which should lead to the introduction of
new objects of property in civil law, the
development of approaches and methods
of valuation of digital assets, including
intellectual.

Thus, the purpose of the study is to
determine the identification characteristics of
digital intellectual assets, principles, factors,
approaches, and methods of their valuation
for further use by economic entities in the
process of digital business transformation.

To achieve the purpose the following
objectives were established:

. disclose the identity of digital assets and
digital intellectual assets, and suggest their
classification and valuation principles;

10

. define cost factors, approaches and
methods of valuation of digital intellectual
assets;

. calculate the value of digital intellectual
assets using a specific approach (method)
using domain names.

MATERIALS AND METHODS

The research was based on the work of
domestic and foreign scientists involved in
the research of scientific and practical aspects
of identification and valuation of digital assets
(financial and non-financial) as objects of civil
rights, legal and regulatory acts, including
Russian and international standards in the
field of evaluation activity, data of Rosstat.

The COVID-19 pandemic, with all its
negative effects on the population and
the global economy, has been a powerful
catalyst for the digitalization of society, and
also caused the active development of the
cryptocurrency market, setting the objectives
of providing a legal basis for the market
turnover of digital assets and the development
of a financial mechanism for their monitoring
and evaluation.

The study was based on the analysis of
the problems of the development of digital
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Fig. 5. Dynamics of indicators of innovation potential in Russia in 2010-2020, %

Source: compiled by the authors on the basis of Rosstat data.
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Source: compiled by the authors on the basis of Rosstat data.

property in modern economic conditions.
As part of the solution to the problem of
valuation of digital intellectual assets, it
is necessary at the first stage to define the
essence of digital assets as objects of civil
rights capable of circulation, because it is
precisely this characteristic that allows them

to be classified as objects of assessment,
based on the existing legislation in the
field of assessment activities. This problem
is covered in Russian [1-5] and foreign
studies [6], including discussions of the
inappropriate identification of digital and
digitized assets.
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In the next stage of the research, it is
necessary to determine the essence and
characteristics of digital intellectual assets,
and separate them from other types of
digital assets. Such research related to the
classification of digital assets is quite often
discussed in the choice between financial
and intangible (intellectual) digital assets [5,
7-14]. The work [11, 12, 14] identifies various
specific characteristics of digital financial
assets, and work [10] focuses on disclosure
of the nature and characteristics of digital
intellectual assets. The authors of [5, 7-9] lead
their judgment on the classification of digital
assets for valuation and accounting purposes.
However, analysis has shown that the sources
lack an integrated vision of all characteristics
and their integration into a single identity — a
digital intellectual asset.

The central issues in the development
of the methodology of estimation of the
value of digital intellectual assets are the
identification of factors of pricing, principles,
approaches, and methods of formation of
their value. In addition, the relationship
between the value of digital intellectual assets
and the value of the business is an essential
issue for understanding the importance of
developing such a methodology and the
valuation methodology itself. Analysis of
existing research proves that intangible
assets in modern conditions have a significant
impact on the welfare of all stakeholders of
operating business [15, 16] and, in turn, the
cost of business significantly affects the cost
of individual digital intellectual assets.

The composition of the pricing factors of
digital assets and digital intellectual assets
and their analysis are given in the works [17-
20, 21]. The conducted analysis of sources
showed significant importance of studying
the market of sales of the analyzed assets and
features of income generation from each type
of digital intellectual assets.

The study of factors of pricing of digital
assets and digital intellectual assets allowed
us to determine the applicability of methods
and approaches to the formation of their value.
An analysis of the literature on the valuation

12

methodology applied to the valuation of
digital assets [18, 20, 21] led to a study of
the applicability of traditional valuation
approaches and methods. For example, the
valuation of a domain name is presented
in [18], and the analysis of the applicability
of approaches and valuation methods to
digital assets is given in the works [20, 21].
Based on such analysis, as well as its own
interpretations and theoretical provisions,
the article discloses the stages of formation of
the value of digital intellectual assets on the
basis of the use of profitable and comparative
approaches to evaluation and their application
in practice, taking into account the allocated
specificity of a specific digital intellectual
asset — domain name.

RESULTS OF THE STUDY
Classification, valuation principles and valuation
factors of digital intellectual assets as objects of civil
rights
Digital assets can be attributed to objects of
civil rights on the basis of the action of art.
128 of the Civil Code of the Russian Federation,
where the list of such objects indicates digital
rights. Article 141.1 of the Civil Code of the
Russian Federation defines the essence of
digital rights as follows: “obligatory and other
rights, the content and conditions of which
are determined in accordance with the rules of
the information system, meeting the criteria

established by law”.

By digital asset we will understand the
kind of property (economic asset, a revolving
object of civil rights) having an intangible
nature and digital form, created with the help
of digital technologies, showing its value
(cost) in the information system and capable
of civil (property) turnover. The digital asset
combines economic (value), judicial (legal)
and technological essence.

The work [7] presents a detailed
classification of digital assets for management
and valuation purposes on the basis of Table 1.

It should be noted that certain types
of digital assets have a multifunctional
nature and may overlap, which creates some
difficulties in classifying them. The list of
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Table 1

Classification of digital assets

No. Classification feature (base) Classification and examples
- - Financial (payment tokens);
1 In the form of functioning — Non-financial (NFT-tokens)
- Assets with explicitly of legal regulation (domain names);
2 In relation to objects of civil rights | — Assets with implicitly of legal regulation (3D-models);

— Assets with uncertain of legal regulation (virtual property)

In relation to the objects of

- Property, including digital and intellectual rights to digital assets;

3 assessment — Digital assets relating to other property
4 In the turnover rate Noncurrent and current
5 In terms of liquidity Highly liquid, medium liquid and low liquid

Source: compiled by the authors.

grounds is not complete and will need to be
further developed in the development of the
legislative framework and expansion of the
practice of using digital assets in economic
turnover.

Under a digital intellectual asset (further —
DIA) in this paper is understood the economic
asset in the form of intellectual property
combined with intellectual rights to it, having
a digital form, created with the help of digital
technology, demonstrating its value (cost) in
the information system and capable of civil
(property) turnover. The digital intellectual
asset, like any digital asset, integrates
the economic (value), judicial (legal), and
technological essence.

Since the digital intellectual asset is of
an intangible nature and is created through
digital technology, it is immediately implied
that all digital assets are the result of
intellectual activity (intellectual property).
This view is most often expressed in the legal
literature [2]. However, if they are assessed
against the organization’s intangible asset
accounting criteria, not all digital assets
meet these criteria. In particular, not all
digital assets are intended for long-term use
(more than 12 months), and for them, the

FINANCE: THEORY AND PRACTICE 4 Vol. 26, No.4'2022 ¢ FINANCETP.FA.RU @

organization may expect to sell the facility
within 12 months or the normal operating
cycle, so most researchers on this issue
classify digital assets as financial investments
[8]. That is, those digital assets that cannot
be attributed to intangible assets will be
accounted for as financial investments.

We consider the classification of digital
assets by the form of operation (Fig. 7).

Obviously, most non-financial digital assets
are digital intellectual assets. In this case, it is
controversial to attribute to digital intellectu-
al assets the content of social networks or any
sites, certain questions arise and in relation to
the bases of the Big Data. The content of net-
works or sites is a digitized version of texts or
drawings that may or may not exist digitally.
This is where the object of copyright arises,
i.e. intellectual property takes place, but such
an asset is not digitally created. According to
some authors, here the digital and electronic
form of an asset is mistakenly identified [2]. In
the case of BigData as a database, i.e. an intel-
lectual property object, the question arises as
to whether there are exclusive rights to such
objects, given that the compilers of such data-
bases compile data that are freely available on
the Internet.
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Fig. 7 Classification of digital assets by form of functioning

Source: compiled by the authors.

The classification of domain names as In-
ternet business or individual identifiers as
digital assets is supported by the following
considerations. In accordance with art. 1484
of the Civil Code of the Russian Federation
domain name is a way of addressing the In-
ternet and is intended to provide access to
the information posted on the site. Domain
name can be the object of transactions, have
economic value as marketing intangible as-
set of the company. However, domain names
do not belong to the list of intellectual prop-
erty objects specified in art. 1225 of the Civil
Code of the Russian Federation. As a subject
of civil law, a domain name is a proprietary
right that can be realized by the domain
name administrator and, as a result, the do-
main name is a participant of civil circula-
tion and has a value. The fact that domain
name exclusivity is within the purview of the
World Intellectual Property Organization
(WIPO) indicates that it can be valued using

14

valuation techniques for intellectual prop-
erty objects.

Thus, domain names have the economic
and legal essence of the digital asset. As for
technological nature, it is defined in art. 2 of
the Federal Act from 27 July 2006 No. 149 (ed.
from 06 July 2016) “On information, informa-
tion technology and information security”,
“domain name — identify by symbols”, i.e. not
digital in itself, but can be converted to a digi-
tal IP-address via network protocols. In this
regard, domain names can be referred to as
digital assets in our understanding.

There are still many unresolved issues re-
lated to the identification of DIA, and further
clarification of the attribution of assets to
digital assets and individual digital assets to
intellectual property is required.

The next question to consider in more de-
tail is the definition of the principles of valu-
ation of DIA. The set of principles of assess-
ment is a systematic tool of analysis of the

©® FINANCE: THEORY AND PRACTICE 4 Vol. 26, No.4°2022 ¢ FINANCETP.FA.RU
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value of the object of assessment, a meth-
odological basis for the application of ap-
proaches and methods to estimate the value
of objects of assessment. Evaluation principles
allow us to conduct a comprehensive analysis
of the value of the object of assessment and
determine the factors that influence the value
of the object.

Consider the features of the application
of valuation principles to the formation of
DIA. There are several groups of evaluation
principles’:

. based on user perceptions (principles of
utility, substitution, and expectation);

. related to the exploitation of property
(principles of residual productivity,
contribution, balance, increasing and
decreasing incomes (or marginal productivity),
economic size, economic division);

« the external (market) environment
(principles of competition, supply and demand,
conformity, dependencies, changes in value);

« principle of the most efficient use (MEU).

It should be noted that the list of groups
of principles and their composition vary from
source to source. The MEU principle is often
included in the third group of principles, and
the composition of the second and third group
principles is also changing.

For digital intellectual assets, the first set
of principles is fully operational without any
significant change. The second group of prin-
ciples proposes the use of the principle of op-
timality, analogous to the principle of balance,
which can be interpreted as follows: maximi-
zation of DIA value is due to optimum charac-
teristics of each element of the system of such
an asset.

The third group of principles can also be
applied to DIA in full.

The authors would like to dwell separately
on the principle of MEU. This principle is real-
ized as a result of the analysis of various op-

"See  more: EskindarovM.A., Fedotova M.A., ed.
Business valuation. Textbook. Moscow: KnoRus; 2015.
320 p.; KatzmanV.E., Kosorukoval.V., Rodin A.Yu.,

Kharitonov S.V. Fundamentals of assessment activities.
Textbook. 3rd ed. Moscow: Synergy University; 2012. 267 p.;
Kosorukova 1.V., ed. Assessment activities. Textbook. Moscow:
KnoRus; 2021. 334 p.
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tions for using DIA and choosing from them
the best option in the assumption that with
this use of the asset the maximum value of the
market value will be formed. This analyses:

. the ability of the digital market to accept
this use, assessed by DIA;

. the legal basis for the formation and
functioning of DIA and the presence of
restrictions imposed by the regulator;

« technical characteristics of the evaluated
DIA, for example, for an NFT-token it is
primarily the cryptographic characteristics,
legal security, which determine a particular use
and the corresponding value of the digital asset;

. financial soundness of use of a variant
of DIA (value of cash flows, efficiency of
use). Particular attention should be paid to
sources of income from the use of a digital
asset, its size and timing, and the material
and intangible costs of creating and operating
assets. All this is directly related to the
commercialization of DIA.

Thus, the obvious factors that affect the
value of DIA are the amount and period of
income that an asset generates; the cost of
creating and operating a digital asset; the
technical characteristics of the asset; the
market prices of the equivalent asset.

In addition, factors of the environment
will certainly play a significant role in the
formation of the cost of DIA, as well as for any
other objects of assessment: macroeconomic
condition, political stability, legislative
framework, price dynamics in the market of
the subject of the assessment.

However, when determining the value
of DIA, it is necessary to take into account
the specific factors of their formation of
value, which affect the value of only such
assets: level of development of information
technologies, qualification and professional
level of manufacturers, sellers, and buyers of
DIA and a number of other factors that relate
to specific types of digital intellectual assets
(Table 2).

Thus, summarizing the list of factors
that affect the cost of DIA, it is possible to
group them in terms of two characteristics:
external and internal relative to the asset; and
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Table 2

Special factors in the formation of the value of certain types of digital intellectual assets

The name of the type of digital intellectual asset or the right to it

Cost formation factors

Neurotechnology and artificial intelligence

Opportunity for learning
Learning limit

Distributed registry systems

Quotes (prices) in the market of certain transactions
Investment potential of the asset

including those based on quantum physics

Innovative technologies for the production of goods and services,

1. Savings on measuring industries

2. Optimization of communication and information
logistics

3. Information processing optimization, cost benefit
4. Competitive advantages in the market

5. Costs of the digitalization process

6. Increasing the investment attractiveness of

the consumer due to the prospects of innovative
development

Robotics and sensor equipment

1. Level of innovation of the object

2. Share of elements in total object

3. Positive and negative externalities as a result of
the use of the object

4. Direct and indirect costs of the facility

5. Additional profit of the user taking the object

Wireless communication

1. Positive and negative price externalities

2. Speed of information transfer and investment
decisions

3. Level of wireless infrastructure development

Virtual and augmented reality

1. Optimization of business process modeling

2. Completeness and accuracy of the restructuring of
the facility revealed by these technologies

3. Creating competitive advantages due to the
intrinsic nature of the model to the environment

Neurotechnology and artificial intelligence

Opportunity for learning
Learning limit

Source: compiled by the authors.

traditional (analyzed against any objects of
assessment) and special (analyzed against DIA
only) factors. Of course, this classification of
factors is not new, as there are special factors
for any object of valuation that influence the
valuation of the asset in question. However,
this is the first time we have systematized
special factors of digital intellectual assets.

Problems, approaches and methods of valuation
of digital intellectual assets
In valuing digital intellectual assets, the value
first needs to understand what value should be

determined. There may be a problem related
to the essential interpretation of the value
in connection with the Order of the Ministry
of Economic Development of Russia from
14 April 2022 No. 200 “On approval of federal
evaluation standards and on amendments
to some orders of the Ministry of Economic
Development of Russia on federal evaluation
standards” (further — Order No. 200),
correspond from 07 November 2022. FSA
(Federal Standard Assessment) II determines
the value as a measure of the value of the
facility to market participants or individuals,
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expressed as a monetary amount determined
at a specific date according to a specific type
of value established by federal valuation
standards. However, the Order of the Ministry
of Economic Development of Russia does not
define the essence of the measure of the value
of the object.

The current Federal Standard Assessment,
cost is interpreted in the same way as in Inter-
national Standard Assessment: the most likely
estimated value determined at the valuation
date according to the selected value according
to the requirements of the Federal Standard
Assessment “Purpose of valuation and types of
value (FSA No. 2)”.% In our opinion, the defini-
tion of value in the current national valuation
standards is more correct than the newly in-
troduced standards, since the term “value” is
mentioned in International Standard Assess-
ment (further — ISA) 2007 only in the context
of investment value (value in use), value for a
particular user: “The investment value or val-
ue of a property asset may be higher or lower
than the market value of that asset. The terms
“investment value” or “value” should not be
confused with the notion of market value of
investment property. The term “investment
value” is used in North America, the term “val-
ue” as its synonym — in the countries of the
British Commonwealth”.°

New national standards indicate three pos-
sible values: market, investment, and equilib-
rium. This list is still in conflict with the cur-
rent version of the Federal Law from 29 July
1998 No. 135 (ed. from 02 July 2021) “Evalua-
tion activities in the Russian Federation” (fur-
ther — FL No. 135).

Consider the nature and types of values in
existing and coming into force normative doc-
uments (Table 3).

The analysis presented in Table 3 indicates
that the original intention of preparing new
FSA to bring national standards closer to in-
ternational ones on the use of types of value

8 URL: https://docs.cntd.ru/document/420276012 (accessed on
26.05.2022).

° International Standard Assessment. 2007. 8th edition.
Translation from English. Moscow: Russian society of
appraisers; 2008. 422 p.
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has not materialized, the goal is not achieved,
because the proposed list of value types in the
FSA II is much longer listed in the ISA.

At the same time in the new FSA II, there
is a para. 22, the essence of which is difficult
to unequivocally interpret: “If the legislation,
normative legal acts or other documents ac-
cording to which the evaluator operates, there
is a value assessment, the type of which is not
defined or absent in para. 12 of this federal
valuation standard... in this case, the assess-
ment assignment and the evaluation report
must contain the background, the basis for
their determination and the selected type of
value. In doing so, account must be taken of
the provisions of article 7 of the Federal Law
on the presumption of the market value of the
object of valuation”. It is not clear what the
developers had in mind, but it seems that if
no type of value from the list can be applied
to para. 12, the market value will be applied.
Or the appraiser can determine what kind of
value he finds.

It is possible to note that the list of types
of value removed the types of value presented
in the ISA. That is, fair value, which is defined
for the purpose of reporting on IFRS and for
the presentation of the revaluation results
of Federal Standards of Accounting 6/2020,'°
as also provided for in the project Federal
Standards of Accounting 14/2021 “Intangible
assets”,!! and Russian appraiser can now form
as part of the assessment report only using
the provisions of the above ambiguous para.
22 of FSAII.

That is, with respect to digital intellectual
assets that will be placed on the balance sheet
as intangible assets, the ability to determine
the revalued value as fair value is question-
able. However, according to current legislation,
this problem does not arise

10 Order of the Russian Ministry of Finance from 17 September
2020 No. 204 “On adoption of Federal Accounting Standards
FAS 6/2020 “Fixed assets” and FSA 26/2020 “Capital
investments”, para. 15. Consultant plus.

1 Project of Order of the Russian Ministry of Finance “On
adoption of Federal Accounting Standards FAS 14/2021
“Intangible assets” (as at 28 September 2021) (prepared
by the Russian Ministry of Finance, ID project 04/15/09-
21/00120843). Consultant plus.
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Table 3
Comparative analysis of types of value in national and international valuation standards and Federal
Law No. 135
Current FVS and Federal Law No. Accepted FVS (Order
Type of cost 135 No. 200) MCO/ IVS
Most probable price at which the Estimated amount of money for
subject of the valuation may be which an asset or liability would
excluded from the open market be exchanged at the valuation
under competitive conditions, when | Coincides with the date between the interested buyer
Market the parties do reasonably well, existing FSA and FL and the interested seller as a
reasonably with all the necessary No. 135 result of a commercial transaction
information, and the transaction after proper marketing, in which
price is not affected by any each party would act informed,
extraordinary circumstances prudently and without coercion
Value of the object of valuation The value of an asset to a
for a specific person or group Coincides with the particular owner or potential
Investment of persons when the person(s) existing FSA and FL owner, taking into account
have established the investment No. 135 their individual investment or
purposes of the object of valuation operational objectives
The amount of money that could
None. Consideration have been recovered when the
Estimated value of the most of the appllca.tlon of f':lsset or group of éssgts s.old in
. . . market value in the instalments. The liquidation value
probable price, according to which o .
. pre-liquidation of the should take into account the cost
this object of assessment may be . . .
. . object of valuation in of pre-sale preparation of the
alienated for the period of exposure .
. a voluntary sale. And assets as well as the cost of their
. of the object of assessment, less L . . .
Liquidation . . when determining the disposal activities. The liquidation
than the typical period of exposure . . .
. value in the assumption | value can be determined on
of the object of assessment for . .
. . of a forced sale, the the basis of two different
market conditions, under conditions, | . .. .. . .
. liquidation value is assumptions:
when the seller is forced to make a . ) .
. o . determined in the 1. Orderly deal with normal
disposition transaction . L . .
interpretation in art. 3 marketing period.
FL No. 135 2. Forced transaction with a short
marketing period
Value established as a result of None.
the State cadastral assessment or However, other types
as a result of a dispute over the of value may apply, as
Cadastral results of the determination of the provided by FL No. 135. | There is no
cadastral value or as determined And the cadastral
in cases provided by art. 24.19 FL value is provided by FL
No. 135 No. 135
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Table 3 (continued)
Current FVS and Federal Law No. Accepted FVS (Order
Type of cost 135 No. 200) MCO / IVS
Represents the
amount of money
for which the facility Equitable Value — estimated sale
would presumably be - L
price of an asset or obligation
exchanged between . . .
. . between specifically identified,
Equilibrium None specific, knowledgeable .
knowledgeable and interested
and ready to deal . .
. . parties, which reflects the
parties at the valuation respective interests of the parties
date, reflecting the P P
interests of those
parties
This list of types of value is not
exhaustive. The appraiser is
entitled to use other types of Other types of cost may | Market rent, synergistic, fair value,
Other types of : . . . .
value value in accordance with the apply provided by FL fair market value, fair market
current legislation of the Russian No. 135 value
Federation, and international
assessment standards

Source: compiled by the authors.

Turning to the use of existing valuation ap-
proaches and techniques for digital, includ-
ing intellectual assets. In evaluation activities,
three approaches are used to assess the value
of an object of assessment: comparative, prof-
itable, and cost-effective. The essence of these
approaches is presented in the federal and in-
ternational standards assessment.

The applicability of approaches and meth-
ods to the valuation of digital assets depends
on the nature of the asset and its utility!? to
the owner/user (Table 4).

Data in Table 5 indicate that the main
approach to valuing digital assets is the
income approach, since the utility, and
therefore the value, of such assets is
determined by the income that the asset
generates.

Each of the assessment approaches uses
a combination of methods to implement the
concept, principles, conditions, assumptions,
limitations, and prerequisites of the assessment
approach. The development of estimation

12 The utility of a thing is the ability of a thing to satisfy a
user’s needs in a certain place and at a certain time.
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methods may be conditioned by a change
in the nature of the approach itself and the
assumptions, assumptions, and relationships
between the basic metrics. Recommended
methodological tools for the valuation of
digital assets are presented in Table 5.

Consider the application of approaches
and estimation methods on the example of a
specific type of DIA — domain name.

Valuation of digital intellectual assets based
on domain names

It has already been shown above that a do-
main name can be attributed to digital intel-
lectual assets because it is a means of individ-
ualization (intellectual property object) with a
market value, is subject to civil rights (digital
property), which can be traded, has a digital
form of representation in the form of a net-
work IP-address.

In 2020, the Coordination Center of Nation-
al Domains.RU and.RF based on the analysis of
the prices of sales transactions of 20 thousand
second-level domain names has developed
and published the Methodology of estima-
tion of market value of domain names of the
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Applicability of approaches to valuation of various digital assets

Table 4

1. System of rights of claim
of things, intellectual rights,
performance of works and rendering
of services functioning in the In case
Rights digital and ) : Applied in DCF | of mass Not
N information system. ) .
realized in the - L. . part in EVA nature of advisable to
. . 2. Utility consists in the notion of . .
information sphere . part in ROV the object of | apply
financial and legal types of benefits.
. : assessment
3.Amount of services received.
4. Performance (real and potential)
transmitted by RID
St prmees 1. Slm'llaTr to tangible property and Wi e
. non-digital IA. Not
complex and its . . . Apply analogs .
2.Virtual needs satisfaction. . appropriate
elements available
3. Profits
1. Allows you to register ownership.
2. Opportunity to make a profit Aoolied
Digital intellectual while observing established rules PP . Not Does not
. . to specific .
rights and regulations. methods advisable apply
3. Opportunity to combine profitable
transactions
1. Collection, systematization and The object 9f
the evaluation
storage of large databases. . .
. is the right
. 2. Expands the amplitude of . Not .
Big Data . . . of access, it ) Not in use
information retrieval. is possible advisable
3. Optimizes model construction and P
rediction to apply the
P adjusted DCF
1. Each technology performs
Artificial intelligence, unique functions that optl'mlze The valuatlon.
. L7 management and production costs. methodology is
machinery, training, S L Does not
. . 2.Saving time. similar to that In rare cases
etc. innovative . . apply
. 3.Increasing the enterprise speed of technology
technologies .
of management investment, cost assessments
decisions

Source: compiled by the authors.

second level in the top-level domains.RU and.
Russian Federation in the secondary market
of domain names! (further — Methodology),
which has had a positive impact on business

13 URL: https://app.cctld.ru/KC_buklet_2020.pdf (accessed on
12.05.2022).

efficiency with digital assets. The main cost
factors in determining the economic value of
the domain name according to this Methodol-
ogy are:

1) the semantic content of the domain
name content, understandable to a wide audi-
ence (for example, “apteka”, “Russia”);
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Table 5

Approaches and methodological tools for assessing the market value of digital assets

Digital rights (utilitarian digital rights)

Digital property

Digital assets as part of digital property

Digital rights as objects of civil rights

Big data

Neurotechnology and artificial
intelligence

Distributed register systems

Quantum technologies

New production technologies

Industrial Intelligence

Components of robotics

Wireless technology

Virtual and augmented reality
technologies

Source: compiled by the authors.

2) domain name creation method,;

3) domain name match to trademark or
brand;

4) number and level of income of the popu-
lation of the territory indicated in the domain
name (geographical meaning);

5) technical characteristics: domain exten-
sion, domain name exposure period, number
of characters, number of search queries cor-
responding to the second-level domain name
in English and Russian.

Most of the models in the Methodology
allow the estimation of the domain name
price on the basis of the proposed formu-
las that take into account mainly the above
parameters, rather than market character-
istics.
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We are interested in applying the ap-
proaches and methods discussed above to the
valuation of the market value of the right to
a domain name as a digital intellectual asset.
Domain names with semantic content (exist-
ing and modified words, word combinations,
well-known abbreviations) or associated with
trademarks, geography, or temporary ob-
jects are therefore the most appropriate for
valuation purposes. In this case, the domain
name can be widely recognizable and have a
clear link to a specific product, trademark, or
brand, for example, sberbank.ru, youtube.com,
sportmaster.ru. In this case, domain names
are essentially unique DIA, their value will be
comparable to the value of trademarks and
depend on the amount of cash flows gener-
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Start_price*Exposition<=1057
discount=2,9%

Tmlse

Start_price<=799,5
discount=1,1%

True
False

Start_price<=399,5 Exposition<=0,516
discount=0,3% discount=3%

Tr/\false Tr‘l/\ilse

Start_price<=1970
discount=6,7%

True N

Exposition<=1,968 Start_price*Exposition<=1587,7
discount=2,1% discount=8%

TrueA:alse True Ne

discount=0,1% discount=1,1% discount=2,2% discount=6,7%

discount=3% discount=0,9% discount=12,7% discount=7,6%

Fig. 8. Algorithm for determining the value of the discount on the auction

Source: compiled on the basis of the Methodology.

Note: Start_price — initial sale price (before discount); Exposition — term of the domain name exposure on the open market. Determined

according to the date of advertisement of the evaluated domain name on the online platforms.

ated through the use of domain name compa-
nies. Only a profitable approach and the DCF
method, which is widely known and used by
professional appraisers when assessing IA, is
acceptable, so there is no need to dwell on it.
Consider domain names that have seman-
tic content suitable for a potential owner due
to the specificity of his professional activities,
which will allow consumers to associate the
domain name with his company or his prod-
uct. Examples of such domains are apteka.ru,
dostavka.ru, taxi.rf and etc. According to the
MEU principle, the owner will choose to use
the domain name in the most efficient way,
based on the content, and the most suitable
subject matter. In this case, domains with the
same meaning are actually substitutes (an-
alogues) for each other. But, since each do-
main can be registered in a single copy, the
analogues will differ in “technical” charac-
teristics (constructs that do not make sense
but allow to distinguish domain names), for
example, aptekal2.ru, dostavka+.ru. Or there
will be “complexity” of the domain name
due to the addition of new semantic con-
structions or word modifications, in particu-
lar dostavka-vip.ru, do$tavka.ru. The more
popular domain content, the problem of the
lack of necessary domains is more acute and
the higher, respectively, their cost. Thus, the
market price of the domain name will be
formed by estimating the market value of the

22

main semantic component and adjustments
related to technical characteristics. In this
case, the preferred approach to the estima-
tion of the market value of semantic domain
names, not associated with a well-known
trademark (brand), is a comparative approach
and method of analogues. Consider their use
on the example of domain name evaluation
“dostavka5”.

The domain name “dostavka5” has a se-
mantic component, understandable to a wide
audience, as well as additional elements (“5”)
that do not complicate the perception of the
main meaning. In addition, “dostavka5” is not
associated with any known trademark (brand).
The assessment of the market value of a given
domain name is the following sequence of ac-
tions.

1. The selection of domain-like names with
similar semantic content to the evaluated
domain name, for which transaction prices
are known, or (if data on market transactions
are unknown) open offers of sale. In the latter
case, use the adjustment for bidding, which we
will define according to the rules given in the
Methodology, taking into account, in addition
to the price of the offer, the period of exposure
of domain names-analogues (Fig. 8).

2. The cost of analogues is adjusted for
the way the domain name is formed from the
original semantic component according to the
rules of the Methodology (Fig. 6, 7).
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Table 6

List of ways to form domain names formed from an existing word

Clear example.ru, Full compliance with the original semantic component or its multiple form
examples.ru
eczample.ru, exam- Semantic component with a spelling error or including the inappropriate
Error . . .
ple.ru hyphen. The meaning of the original word is saved
. theexample.ru, Semantic component with more symbols that fit well with the main word.
Good Addition . S ) ; -
example24.ru The meaning of the original word is saved. For more information see below
. examplea.ru, Semantic component with any extra symbol at the beginning or end,
Addition : . . .. .
6-example.ru including a hyphen. The meaning of the original word is saved
. examplefk.ru, Semantic component with two extra characters at the beginning or at the
2Addition ) S .
dfexample.ru end. The meaning of the original word is saved
2Addition examplefkn.ru, Semantic component with three extra characters at the beginning or at the
671-example.ru end, including a hyphen. The meaning of the original word is saved
INum 3 dexample.ru Semantic component with two extra numeric characters at the beginning
pie. or at the end. The meaning of the original word is saved
)Dash 3r-example.ru, Semantic component with any two extra characters at the beginning or at
67-example.ru the end via a hyphen. The meaning of the original word is saved

Source: compiled on the basis of the Methodology.

Table 7

Adjusting the market value of domain names for the method of formation

Clear 1 2.53 1.87 2.35 2.62 2.66 5.78 4.23
Error 0.40 1 0.74 0.93 1.04 1.05 2.28 1.67
Good Addition 0.53 1.35 1 1.26 1.40 1.42 3.08 2.26
Addition 0.42 1.08 0.80 1 1.11 1.13 2.46 1.80
2Addition 0.38 0.96 0.71 0.90 1 1.02 2.20 1.61
3Addition 0.38 0.95 0.70 0.88 0.99 1 2.17 1.59
2Num 0.17 0.44 0.32 0.41 0.45 0.46 1 0.73
2Dash 0.24 0.60 0.44 0.56 0.62 0.63 1.36 1

Source: compiled on the basis of the Methodology.
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Table 8

Adjusting the market value of domain names for the method of formation

Domain name

dostavka5.ru

dostavkal2.ru

dostavka+.ru

Rosdostavka.rf

Sale price, rub. 18 000 21 000 10 300
Kind of value Market value Offer price Offer price Offer price
Exposure period, years 1.28 3.12 0.81
Sale price, rub. 18 000 21 000 10 300
Exposure period x sale price 23 040 65 520 8343
Trade adjustment -7.60% -7.60% -7.60%
Adjusted price, rub 21 289 60 540 8335

Domain name category

One semantic

One semantic

One semantic

One semantic

components components components components
Method. of formation of the initial Addition 2Num GoodAddition GoodAddition
semantic component (Table 7)
Adjustment for the method of
formation from the original 2.46 0.8 0.8
semantic component (Table 8)
Adjusted price, rub. 52 371 48 432 6668
First-level domain name ru ru ru rf
Adjustment to a first level domain 0% 0% 56%
name
Adjusted price, rub. 52 371 48 432 10 402

Market value calculation*, rub.

52371 x 0.4 + 48 432 x 0.4 +10 402 x 0.2 = 42 401.6 rub.

Source: compiled by the authors.

Note: weighting factors were determined based on the proximity of the analogue to the object being evaluated, the number and

magnitude of adjustments made.
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3. Adjusts the cost of analogues to the do-
main area (.ru or.rf) assuming that the do-
main extension.rf reduces the cost of the
domain name by 56% (as calculated by the
Consultant).!*

4. The average value of adjusted prices of
selected analogue objects is determined.

Calculations are presented in Table 8.

Thus, the market value of domain name
“dostavka5” will be 42 400 rubles with
rounding.

CONCLUSION
The following conclusions can be drawn from
the research:

1. An analysis of trends in the development
of the information society in Russia for 2010-
2021 showed that the sanctions of 2014 and
the coronavirus pandemic in 2019-2021
were significant negative factors for the
digitalization of the economy. Russia still
lags behind the EU, USA, Korea, and China in
terms of digitalization of society and business,
as evidenced by the international ratings
given in the article, but has significant growth
potential on components of human capital
and digital infrastructure.

2. The key characteristics of digital assets
and digital intellectual assets that define
them are: intangible nature and digital form;
creation by digital technology; display of value
(cost) in the information system; capacity
for civil (property) turnover. For digital
intellectual assets, there is an additional
characteristic — the asset is represented as
intellectual property in conjunction with
intellectual rights on it.

3. Digital assets can be classified on
different bases: in the form of functioning, in
relation to objects of civil rights, in relation
to objects of valuation, in terms of turnover
rate, and degree of liquidity. This classification
allows to determine the characteristics of
digital assets that form the price-forming
and cost-creating factors. The most common

4 URL: https://app.cctld.ru/KC_buklet 2020.pdf (accessed on
12.05.2022).
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accounting treatment of digital intellectual
assets is intangible assets.

4. Specific factors affecting the value of
digital assets include the level of information
technology development, qualification and
professional level of manufacturers, sellers
and buyers of digital assets, quotes (prices)
in the market of certain transactions, the
investment potential of the asset, change in
costs due to use of the asset in operational
activities, etc. For each type of digital
intellectual asset, specific characteristics that
affect value may be considered, in particular
for domain names, these characteristics are
the following: semantic content; method
of formation; conformity to trademark
(brand); number and level of income of the
population of the territory (if the domain
name has a geographical meaning); technical
characteristics (domain zone, number of
search queries, etc.).

5. Analysis of the applicability of
traditional valuation approaches and
techniques to the valuation of digital assets
showed that it is possible to apply income and
comparative approaches to their valuation. In
the income approach it is recommended to use
the method of discounted cash flows, and in
comparative — the method of analogues. The
application of the comparative approach and
analogue method is shown by the example of
domain names for which it is substantiated
that they are one of the types of DIA.

6. To the directions of development of
instruments of valuation can be attributed
to the: development of IT-oriented tools;
development of control and protection
of information and ownership rights;
development and improvement of the legal
and regulatory framework for valuation,
development of FSA for digital assets
valuation; enable the integration of tools and
techniques in which they are applied into
existing or newly established ecosystems.

Further directions of research in relation to
digital intellectual assets should include the
development of methodological tools that take
into account the specifics of specific types of
assets.
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