Under IAS 38 research costs should not be capitalised but expensed to profit and loss. Development costs can be capitalised but only once certain criteria are met. These relate to demonstrating the technical feasibility of the underlying development and the ability to exploit the development costs commercially. Having passed clinical trials for the drug, Lobster is now able to meet the capitalisation criteria. Development costs of £3.2 million (9.6-6.4) would be capitalised and amortisation of £640,000 charged against profit and loss leaving a carrying value for the development costs of £2.56 million at 30 April 2020. Research and development costs expensed in the year would amount to £12.4 million. 

