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QUESTION 10 – IAS 38 Intangible Assets (ICAP C6S05Q5) 
 
Childcare Pharmaceuticals Ltd dealing in pediatric medicines sends one of their research 
scientists to U.K. for advance research program for development of a medicine for children with 
chest related diseases. The research went successful and the initial laboratory tests gave positive 
results of the medicine. The company intends to market the product and for this purpose a 
technical feasibility was prepared which proves that if the medicine is developed, for which all the 
technical and financial resources are available; there is a good market for the product. However 
the company has to design one of its production lines. The company registered the patent of the 
medicine, named CHILD-HEALTH. Following is the detail of cost incurred during the research and 
development phase of the medicine CHILD-HEALTH: 

 Rs. in ‘000’ 
Cost of research scientist stay in U.K.  
          including fees for attending seminars and lectures 3,500 
Fee for preparation of feasibility report 500 
Designing cost of the process after feasibility study 4,000 
Patent registration cost including attorney fees, etc. 250 

 
Required: 
In the light of IAS-38 (Intangible Assets) 
(a) Compute the amount to be expensed out.           (05) 
(b) Compute the amount to be capitalized as an intangible asset.    (05) 
 

 
ANSWER 10 – IAS 38 Intangible Assets (ICAP C6S05Q5) 

 
Part (a) Amount to be expensed out: 

 Rs. in ‘000’ 
Cost of research scientist stay in U.K.  
          including fees for attending seminars and lectures 3,500 
Fee for preparation of feasibility report 500 

 4,000 

These costs should be charged to profit or loss being part of research phase as the entity cannot 
demonstrate the ability to generate any economic benefits. 
 
Part (b) Amount to be capitalised 

 Rs. in ‘000’ 
Designing cost of the process after feasibility study 4,000 
Patent registration cost including attorney fees, etc. 250 

 4,250 

 
The company intends to market the product and for this purpose a technical feasibility was 
prepared which proves that if the medicine is developed, for which all the technical and financial 
resources are available; there is a good market for the product. However the company has to 
design one of its production lines. The company registered the patent of the medicine, named 
CHILD-HEALTH. Assuming that the above and other conditions are fulfilled, the amounts on 
development phase should be capitalized. 
 


