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Answers
True or false.

	
	True or false?

	a) Under FRS 102, the cost of a separately acquired intangible asset comprises its purchase price any costs which are directly attributable to preparing the asset for its intended use.

	True.

	b) Under FRS 102, the cost of researching seeking intangible asset acquisitions should be included in the cost of that intangible asset when it is actually acquired.

	False.  FRS 102 only allows those costs which are directly attributable to preparing the intangible asset for its intended use to be capitalised. Seeking costs do not meet the definition of directly attributable costs, so should be expensed in the P&L account as incurred.


	c) Under FRS 102, expenditure on the research phase of an internal project should be recognised as an intangible asset.

	False. FRS 102 requires expenditure on the research phase of an internal project to be recognised as an expense in the P&L account as incurred.


	d) Under FRS 102, internally generated goodwill cannot be recognised as an intangible asset.

	True.

	e) Under FRS 102, capitalisation of development expenditure is mandatory.

	False. Under FRS 102, capitalisation of development expenditure is optional, where the criteria for capitalisation are met.


	f) Under FRS 102, most business combinations will be accounted for by applying the purchase method.

	True.

	g) Under the purchase method, at the year-end date, the acquirer shall measure the cost of the business combination and the fair value of the identifiable assets and liabilities acquired.

	False. Under the purchase method, at the acquisition date the acquirer shall measure the cost of the business combination and the fair value of the identifiable assets and liabilities acquired.


	h) If the cost of the business combination is £1m and the fair value of the identifiable assets and liabilities is £1.2m, then positive goodwill of £0.2m will be recognised as an asset on the balance sheet.

	False. Purchased goodwill is the difference between the cost of the business combination of £1m and the fair value of the identifiable assets and liabilities of £1.2m.  So negative goodwill of £0.2m will be recognised as a negative asset in the balance sheet.


	i) All intangible assets and positive goodwill must be amortised.

	True. Under FRS 102 all intangible assets and positive purchased goodwill are considered to have a finite useful life so should be amortised over their useful lives.
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