
 

Clarifications and Illustrative Examples to the ICPAS Article titled “INT FRS 115 Agreements for the 

Construction of Real Estate and the Accompanying Note on Application of INT FRS 115 in Singapore” 

(the “Article”) 

1. The purpose of this paper is to provide clarifications on the timing when revenue is recognised for 

sale of uncompleted residential properties (“sale of properties”). Certain examples have been 

presented to illustrate the determination of the appropriate timing when revenue should be 

recognised. 

2. Property developers shall apply FRS 18 Revenue, INT FRS 115 Agreements for the Construction of 

Real Estate and the Accompanying Note on Application of INT FRS 115 in Singapore where 

applicable, to determine the appropriate accounting for the sale of properties.   

3. When the developer transfers to the buyer control and the significant risks and rewards of 

ownership of the property in its entirety at a single time, the developer shall recognise revenue only 

when all the criteria in paragraph 14 of FRS 18 are satisfied.  This is generally referred to as the 

Completion of Contract (COC) method. 

 

4. When the developer transfers to the buyer control and the significant risks and rewards of 

ownership of the work in progress in its current state as construction progresses and if all the 

criteria in paragraph 14 of FRS 18 are met continuously as construction progresses, the entity shall 

recognise revenue by reference to the stage of completion using the percentage of completion 

method. This is generally referred to as the Percentage of Completion (POC) method.   

 

5. To determine the appropriate accounting, specific facts and circumstances of the sale of properties 

should be carefully assessed relative to the principles of revenue recognition set out in FRS 18, INT 

FRS 115 and the Accompanying Note on Application of INT FRS 115.  

 

6. Three specific scenarios are provided to illustrate the application of these principles to determine 

the appropriate timing when revenue should be recognised:  

(A) Residential Properties accounted for using POC method,  

(B) Residential Properties sold under a progressive payment scheme and accounted for using COC 

method, and  

(C) Residential Properties sold under a deferred payment scheme and accounted for using COC 

method.  

  



 

Illustration Example A – Residential Properties accounted for using POC method (e.g. standard 

residential properties) 

7. Entity A is the developer of a standard residential property using the standard form of Sales and 

Purchase Agreements (“SPA”) prescribed in the Singapore Housing Developers (Control and 

Licensing) Act (Chapter 130) (the “HDA”). As specified in the SPA, purchasers are required to make 

progressive payments as and when the developer completes the different stages of the 

construction of the standard residential properties. The timing and quantum of payment of the 

contracted purchase price are as set out under the standard payment scheme in the SPA.  

8. Entity A has assessed that the control and significant risks and rewards of ownership of the 

uncompleted property are transferred from the developer to the purchaser continuously as 

construction progresses. Accordingly, the appropriate accounting for revenue for the sale of the 

standard residential property is the POC method.  

9. For illustrative purposes, the stages of completion of the contract activity and the progressive 

payment schedule for Entity A are set out as follows: 

Stage of contract activity Payment at each stage Accumulated payment 

(a) Upon the grant of Option to Purchase 5%  (Booking fee) 5% 

(b) Upon signing of the Sale & Purchase 

Agreement or within 8 weeks from the 

Option date 

20% less booking fee 20% 

(c) Completion of foundation work 10% 30% 

(d) Completion of reinforced concrete 

framework of unit 

10% 40% 

(e) Completion of brick walls of unit 5% 45% 

(f) Completion of roofing/ceiling of unit 5% 50% 

(g) Completion of electrical wiring, internal 

plastering, plumbing and installation of 

door and window frames of unit 

5% 55% 

(h) Completion of car park, roads and drains 

serving the housing project 

5% 60% 

(i) Temporary Occupancy Permit (TOP) NA 60% 

(j) Notice of Vacant Possession NA 60% 

(k) Within 14 days after Notice of Vacant 

Possession 

25% 85% 

(l) On Completion Date 15% 100% 

 

10. Applying the POC method, Entity A should recognise the revenue progressively by reference to the 

stage of completion of the contract activity.  This may be determined as the percentage of cost 

incurred to date relative to the total estimated cost of the developed property, taking into account 

estimated future costs to discharge all obligations (cost-to-cost method). Progress payments 

claimed or made may not reflect the stage of completion of the contract activity and hence is not an 

appropriate determinant of revenue to be recognised. 



 

11. Notwithstanding the above, at the point of receipt of the Temporary Occupation Permit (TOP), the 

developer would typically have substantially completed the construction of the property.  There is 

generally little physical activity between the time of receipt of TOP and the issuance of Notice of 

Vacant Possession.  Accordingly, it is generally appropriate to recognise 100% of the revenue and 

costs upon receipt of TOP. 

  



 

Illustration Example B – Residential Properties sold under a progressive payment scheme and 

accounted for using COC method (e.g. Design, Build and Sell Scheme (DBSS), Executive 

Condominiums) 

12. Entity B is the developer for a residential property with a similar progressive payment schedule as 

compared to that for Entity A in the above Illustration Example A.  

13. However, the completion of the sale of this residential property is subject to the purchaser meeting 

the eligibility rules at the point of the handover of the completed property. In addition, the 

purchaser is only able to deal freely with the property after the handover of the property by the 

developer. Therefore unconditional completion of the sale can only be assured upon handover of 

the property with control and significant risks and rewards transferred from the developer to the 

purchaser. 

14. Accordingly, Entity B has assessed that the COC method is the appropriate method for accounting 

for revenue from the sale of this property.  

15. Under the COC method, revenue is recognised at the point when control and significant risks and 

rewards of ownership of the completed property are transferred to the purchaser. This would be at 

the point when the developer concludes the sale to the purchaser. 

16. The following would be a typical sequence of events prior to handover of the property to the buyer: 

• Obtain TOP. 

• Establish eligibility of purchaser upon receipt of HDB’s confirmation 

• Developer to issue a Notice of Vacant Possession to the purchaser and bill for 25% of the 

progress payment. 

• At the expiry of 14 days of the Notice of Vacant Possession, purchaser would have to pay an 

additional 25% of progress payment. 

17. The ability to conclude the sale to the purchaser can only be established upon receipt of HDB’s 

confirmation that the purchaser remains eligible and the developer is allowed to bill the remaining 

25% and hand over the property. This confirmation is generally obtained after receipt of TOP. The 

developer then issues the notice of vacant possession to the purchaser to conclude the sale.  

Accordingly, it would be appropriate for the developer to recognize the full revenue from the sale 

upon issuance of the Notice of Vacant Possession.   



 

Illustration Example C – Residential Properties sold under a Deferred Payment Scheme (DPS) and 

accounted for using COC method  

18. Entity C is the developer of a residential property that is sold under the DPS and has assessed that 

the sale of this residential property should be accounted for using the COC method.  

19. For illustrative purposes, the stages of the contract activity and the deferred payment schedule for 

Entity C are set out as follows: 

Stage of contract activity Payment at each stage Accumulated  payment 

(a) Upon the grant of Option to Purchase 5%  (Booking fee) 5% 

(b) Upon signing of the Sale & Purchase 

Agreement or within 8 weeks from the 

Option date 

20% less booking fee 20% 

(c) Temporary Occupancy Permit (TOP) NA 20% 

(d) Notice of Vacant Possession NA 20% 

(e) Within 14 days after Notice of Vacant 

Possession 

65% 85% 

(f) On Completion Date 15% 100% 

 

20. Under the COC method, revenue is recognised at the point when control and significant risks and 

rewards of ownership of the completed property are transferred to the purchaser. This would be at 

the point when the developer concludes the sale to the purchaser. 

21. Accordingly, it would be appropriate for the developer to recognize the full revenue from the sale 

upon issuance of the Notice of Vacant Possession subject to the consideration of credit risk in 

paragraph 22.  

22. It should be noted that under the DPS, only 20% of the contracted purchase price has been paid by 

the purchaser as at the date of serving the Notice of Vacant Possession. Developers should carefully 

assess the collectability risk at this point. Where the collectability risk is significant, the developer 

may not be able to conclude that it is probable that the economic benefits associated with the 

transaction will flow to the entity, and the developer may be precluded from recognising revenue 

from the sale of the property at this point. An appropriate point for revenue recognition should be 

when a further 65% of the purchase is received, taking the cumulative payments from the 

purchaser to 85% of the purchase price. At this point, the residual risk of not realising the full 

economic benefits of the sale would generally be minimal.  

 


