
MASB 4 Research and Development Costs  

MASB 4 Research and Development Costs replaces IAS 9 Accounting for Research 
and Development Activities which was adopted by the MASB as an approved 
accounting standard. The new Standard prescribes the recognition and measurement of 
amounts defined either as research or development costs. 

Highlights :- 

The Standard does not apply to the costs of exploration and development of oil, gas and 
mineral deposits. However, in comparison to the original IAS 9, the scope of the 
Standard has also been expanded as it now applies to developmental phase 
enterprises. 

The Standard defines research as original and planned investigation undertaken to gain 
new knowledge and understanding. Development costs are defined as the application of 
research findings/knowledge to a plan or design for the production of new or improved 
products, systems etc. 

Research costs should be expensed in the period in which they are incurred. This is due 
to the uncertainty of determining any future economic benefits to be derived from the 
expenditure. 

Development costs, provided they satisfy the criteria laid down in the standard, may be 
capitalised. 

Capitalised development costs should be amortised on a systematic basis according to 
the pattern of economic benefits realised in future periods. 

Capitalised development costs of a project should be written down to the extent that the 
unamortised balance is no longer probable of being recovered from the expected future 
economic benefit. The impairment writedown should be recognised as an expense in 
the period. 

If the conditions that led to the impairment write-down cease to exist the writedown 
should be reduced/written back. The amount written back is to be recognised as a 
reduction in the amount of development costs recognised as expense for the period. 

The Standard requires disclosure of accounting policies for research and development, 
expense recognition, amortisation methods applied and a reconciliation of the balance 
of unamortised costs at the beginning and end of the period. 
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