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Disclaimer 

The MASB's primary role is to develop accounting and financial reporting standards. It is the MASB's operating 
procedure that generally precludes the MASB or its staff from giving advice to any individuals or corporations or 
individual cases nor to act as an arbitrator regarding any issue. Resolution of matters concerning the application of 
the accounting standards should be addressed and discussed with the respective independent accountants, or 
auditors. 

Likewise, the MASB's resources do not allow for it to respond to students' individual requests for help in completing 
their assignments. 

Below are some of the questions that the staff frequently receive from preparers, auditors and users with regard to 
the implementation of the MFRS Framework. The answers to the following questions have been prepared by the 
MASB staff and are not necessarily the Board’s views. 

IAS 38 Intangible Assets and IFRIC 12 Service Concession Arrangements – Selection of 
amortisation method  

Currently, some reporting entities in the concession industry amortise their intangible assets 
based on revenue. However, the IFRS Interpretations Committee in its November 2011 meeting 
noted that amortisation methods based on revenue are not an appropriate reflection of the 
pattern of consumption of the expected future economic benefits embodied in an intangible 
asset (http://www.ifrs.org/Home.htm). Does this mean that these reporting entities have to 
change their amortisation method to another basis such as the straight line method? 

The IFRS Interpretations Committee (the Committee) in November 2011 recommended an annual 
improvement to be made to IAS 38 Intangible Assets to clarify the issue. The decision by the Committee 
would only be mandatorily applicable when the Standard has been amended or issued. The due 
process of the annual improvement would include issuance of an exposure draft for comment prior to 
finalisation.  

The Committee in March 2012 concluded to recommend to IASB, as part of the annual improvements 
project, to clarify in IAS 16 Property, Plant and Equipment and IAS 38 that a depreciation / amortisation 
model that reflects a pattern of generation of the expected future economic benefits embodied in the 
asset (i.e., a model based on generation of economic benefits from operating the business) would not 
be acceptable. 

The IASB in April 2012 discussed the Committee’s recommendation and decided to include the 
proposed amendments to IAS 16 and IAS 38 within the Annual Improvements to IFRSs 2011-2013 
cycle. In October 2012, the IASB noted the concerns about the potential effect of the proposed 
amendments on one particular industry, and therefore decided to publish the proposed amendments in 
a separate exposure draft with a longer comment period as compared to normal comment period of 90 
days for Annual Improvements.  

The Exposure Draft was issued by the IASB in December 2012 and the comment period ended on 2 
April 2013. The Exposure Draft proposed to clarify that a revenue-based method which uses revenue 
generated from an activity that includes the use of an asset is not an appropriate depreciation or 
amortisation method for that asset. This is because such a method reflects a pattern of future economic 
benefits being generated from the asset, rather than a pattern of consumption of the future economic 
benefits embodied in the asset. The Exposure Draft proposed the Amendments to be applied 
retrospectively in accordance with IAS 8 Accounting Policies, Changes in Accounting Estimates and 
Errors. 

On 12 May 2014, the IASB issued Clarification of Acceptable Methods of Depreciation and Amortisation 
(Amendments to IAS 16 and IAS 38). The Amendments apply prospectively for annual periods 
beginning on or after 1 January 2016, with earlier application permitted.  

The Amendments:  

a) state that revenue is an inappropriate basis for measuring depreciation expense, 
because the revenue generated by an activity that includes the use of an asset 
generally reflects factors other than merely the consumption of the asset, including 
other inputs and processes, selling activities and changes in sales volumes and prices; 
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b) add a rebuttable presumption to IAS 38 that revenue is presumed to be an inappropriate 
basis for measuring depreciation expense, unless either it can be demonstrated that 
there is a strong correlation between revenue and the consumption of the asset or there 
is an unusual circumstance in which the intangible right is expressed as a measure of 
revenue;  

c) provide additional guidance on choosing an amortisation method by reference to the 
limiting factor(s) that is(are) inherent in the intangible asset and that determine the limit 
of the entity’s use of the intangible asset; and  

d) state that depreciation expense and amortisation expense are estimates of the 
expected pattern of consumption of the future economic benefits embodied in the asset.  

For more information about the Amendments, please visit http://www.ifrs.org/Home.htm.  

The MASB has issued Clarification of Acceptable Methods of Depreciation and Amortisation 
(Amendments to MFRS 116 and MFRS 138) on 11 July 2014 with the same effective date as the 
Amendments to IAS 16 and IAS 38. Please click here for the Notice of Issuance. 
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