Financial Reporting BMBM5011
Intangible Fixed Assets
Questions & Answers
1. Intangible Assets - Features
Question
FRS 102 defines the term intangible asset. One of the features of this definition is that an intangible asset has no physical substance. Identify two others.
Answer
An intangible asset has the following additional features:
1. It is identifiable
2. It is a non-monetary asset.
1. Identifiable:
An asset is identifiable when it is either 
· separable – capable of being disposed of separately without disposing of the actual business, or
· It arises from a contractual, or other legal right, regardless of whether those rights are separable e.g. a licence is needed to operate a business.
2. Non-monetary asset:
A non-monetary asset is an asset that is neither cash, nor a right to receive a fixed or determinable amount of cash.

[bookmark: _GoBack]2. Intangible Assets – R & D
Question
To asses whether an internally generated asset meets the criteria for recognition, a company classifies the generation of the asset into two phases a) the research phase and b) the development phase. 
Explain what is meant by the terms “research phase” and” development phase”.
Answer
Research phase:
The research phase is when expenditure is incurred on a project to obtain new scientific or technical knowledge and understanding.
Development phase:
The development phase is when expenditure is incurred on a project to apply or use the research findings and knowledge to produce new or substantially improved material, devices, products, processes or systems.
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