
 
 
Observations by the Financial Statements Review Committee – 1 January 2008 –31 December 2008 
 
The Financial Statements Review Committee (FSRC) of the Institute reviews audited financial statements 
with the objective of providing constructive feedback in areas where the presentation or content of the 
financial statements appear to fall short of compliance with the statutory requirements including the 
Singapore Financial Reporting Standards, the Institute’s published standards and other promulgations.  
 
In the course of the Committee’s review of financial statements for financial periods ended between 31 
December 2006 and 31 December 2007, it was noted that the disclosure requirements as appended below 
were not complied with in certain sets of financial statements reviewed.  
 
Financial Reporting 
Standard  
 

Observations 

1. FRS 1  
 

Presentation of Financial Statements 

 FRS 1.29  
 
 
 
 
FRS 1.103(c) 

 

Materiality and Aggregation 
Each material class of similar items shall be presented separately in the 
financial statements. Items of a dissimilar nature or function shall be 
presented separately unless they are immaterial.  
 
Notes - Structure 
The notes shall inter alia: 
 
Provide additional information that is not presented on the face of the 
balance sheet, income statement, statement of changes in equity or cash 
flow statement, but is relevant to an understanding of any of them. 
 

  There should be an analysis for Other Operating Expenses/Other 
Creditors if these amounts are material.  
 
Similarly, the nature of Other item in a tax reconciliation presented in 
accordance with FRS 12.81(c) should be disclosed if this item is 
material. 
 

  Materiality is defined in FRS 8.5 as follows: 
• information is material if it could, individually or collectively, 

influence economic decisions of users; 
• materiality depends on the size and nature of the omission or 

misstatement judged in the surrounding circumstances. The size 
or nature of the item, or a combination of both, could be the 
determining factor. 

 
 FRS 1.32 Offsetting 

Assets and liabilities, and income and expenses, shall not be offset unless 
required or permitted by a Standard or an Interpretation.  
 

 FRS 1.36 
 

Comparative Information 
Unless a Financial Reporting Standard permits or requires otherwise, 
comparative information should be disclosed in respect of the previous 
period for all amounts reported in the financial statements. Comparative 
information should be included for narrative and descriptive information 
when it is relevant to an understanding of the current period’s financial 
statements.  
 
Merger accounting for companies under common control 
Business combinations involving entities under common control are 
excluded from the scope of FRS 103 on Business Combinations. 
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Consequently, during the year of the combination, an entity may choose 
to apply merger accounting for such combinations In applying merger 
accounting to combinations of entities under common control, the 
rationale is that the financial statements are presented as if the businesses 
had always been combined, therefore the comparative information should 
reflect the financial statements as if the combination had occurred since 
the previous year as per FRS 1.36. 
 
In certain sets of financial statements reviewed, there were no 
comparatives for business combinations where merger accounting was 
initially applied for entities under common control. 
 

 FRS 1.38 When the presentation or classification of items in the financial 
statements is amended, comparative amounts should be reclassified, 
unless the reclassification is impracticable. When comparative amounts 
are reclassified, an entity shall disclose: 
a. the nature of the reclassification; 
b. the amount of each item or class of items that is reclassified; and  
c. the reason for the reclassification.  
 

 FRS 1.88 Information to be presented either on the face of the income statement or 
in the notes  
An entity shall present an analysis of expenses using a classification 
based on either the nature of expenses or their function within the entity, 
whichever provides information that is reliable and more relevant.  
 
The income statement should not be presented as a hybrid whereby some 
of the expenses are classified by nature and some by function. 
 

 FRS 1.95 An entity shall disclose, either on the face of the income statement or the 
statement of changes in equity, or in the notes, the amount of dividends 
recognized as distributions to equity holders during the period, and the 
related amount per share.  
 

 FRS 1.96 An entity shall present a statement of changes in equity showing on the 
face of the statement: 

(a) profit or loss for the period; 

(b) each item of income and expense for the period that, as required 
by other Standards or by Interpretations, is recognised directly in 
equity, and the total of these items; 

(c) total income and expense for the period (calculated as the sum of 
(a) and (b)), showing separately the total amounts attributable to equity 
holders of the parent and to minority interest. 
 

  In certain sets of financial statements reviewed, it was observed that the 
information as required by paragraphs (b) & (c) were not disclosed.  
 

  Disclosure of accounting policies 
 FRS 1.113 An entity shall disclose, in the summary of significant accounting 

policies or other notes, the judgements, apart from those involving 
estimations (see paragraph 116) management has made in the process of 
applying the entity’s accounting policies that have the most significant 
effect on the amounts recognized in the financial statements.  
 

  Key sources of estimation uncertainty 
 FRS 1.116 An entity shall disclose in the notes information about the key 

assumptions concerning the future, and other key sources of estimation 
uncertainty at the balance sheet date, that have a significant risk of 
causing a material adjustment to the carrying amounts of assets and 
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liabilities within the next financial year. In respect of those assets and 
liabilities, the notes shall include details of: 
a. their nature; and  
b. their carrying amount as at the balance sheet date.  

  
[FRS 1.124A] 
[FRS 1.124B] 

 
An entity shall disclose information that enables users of its financial 
statements to evaluate the entity’s objectives, policies and processes for 
managing capital. 
 
To comply with paragraph 124A, the entity discloses the following: 
 

(a) qualitative information about its objectives, policies and 
processes for managing capital, including (but not 
limited to): 

 
(i) a description of what it manages as capital; 

 
(ii) when an entity is subject to externally imposed 

capital requirements, the nature of those 
requirements and how those requirements are 
incorporated into the management of capital; and 

 
(iii) how it is meeting its objectives for managing 

capital. 
  

(b) summary quantitative data about what it manages as 
capital.  Some entities regard some financial liabilities 
(e.g. some forms of subordinated debt) as part of capital.  
Other entities regard capital as excluding some 
components of equity (e.g. components arising from cash 
flow hedges). 

 
(c) any changes in (a) and (b) from the previous period. 

 
(d) whether during the period it complied with any 

externally imposed capital requirements to which it is 
subject. 

 
(e) when the entity has not complied with such externally 

imposed capital requirements, the consequences of such 
non-compliance. 

 
In certain sets of financial statements reviewed, it was observed that the 
quantitative data about how the entity manages capital was not disclosed. 
 

2. FRS 2 
 

Inventories 
 

 FRS 2.36(a) The accounting policy on stock obsolescence should be disclosed. 
 

  
FRS 2.36(d) read with 
FRS 2.38 
 
 
 
 
 
 
 

Disclosure 
The financial statements should disclose the amount of inventories 
recognized as an expense during the period. 
 
The amount of inventories recognized as an expense during the period, 
which is often referred to as cost of sales, consists of those costs 
previously included in the measurement of inventory that has now been 
sold and unallocated production overheads and abnormal amounts of 
production costs of inventories. The circumstances of the entity may also 
warrant the inclusion of other amounts, such as distribution costs.  
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3. FRS 7 
 

Cash Flow Statements 

 FRS 7.6 Definitions 
Cash comprises cash on hand and demand deposits. 
Cash equivalents are short-term, highly liquid investments that are 
readily convertible known amounts of cash and which are subject to an 
insignificant risk of changes in value.  
 
Cash or cash equivalents which are pledged to banks to secure credit 
facilities should not be included as cash and cash equivalents in the cash 
flow statement.  
 

 FRS 7.43 & 7.44 Non-cash transactions 
According to FRS 7.43, investing and financing transactions that do not 
require the use of cash or cash equivalents should be excluded from a 
cash flow statement. Such transactions should be disclosed elsewhere in 
the financial statements in a way that provides all the relevant 
information about these investing and financing activities.  
 
In respect of the above, purchase of property, plant and equipment 
disclosed under cash flows used in investing activities should only 
include cash purchases of these assets.  
 

4. FRS 8 
 
FRS 8.28 

Accounting policies, changes in accounting estimates and errors 
 
Disclosure 
There should be disclosure of the new & revised FRS & INT FRS 
adopted by the entity and whether the adoption of these FRS have any 
material effect on the financial statements as per FRS 8.28. 
 

 FRS 8.30 There should be disclosure of the new FRS & INT FRS issued but not 
effective and known or reasonably estimable information relevant to 
assessing the possible impact that application of the new Standard or 
interpretation will have on the entity’s financial statements in the period 
of initial application.  
 

5. FRS 12 
 

Income Taxes 
 

 FRS 12.46 read with 
FRS 1.108 & 1.110 
 

The accounting policy on taxation should include disclosures of the 
accounting treatment for deferred tax liabilities, deferred tax assets and 
income tax expense. 
 
Current tax liabilities (assets) for the current and prior periods should be 
measured at the amount expected to be paid to (recovered from) the 
taxation authorities, using the tax rates (and tax laws) that have been 
enacted or substantively enacted by the balance sheet date. (FRS 12.46) 
 

  The FSRC observed that the policy on income tax expense was omitted 
from certain sets of financial statements reviewed. 
 

 FRS 12.81(c) 
 
 
 
 
 
 
 
 
 

Disclosure 
There should be an explanation of the relationship between tax expense 
(income) and accounting profit in either or both of the following forms: 
 
(i) a numerical reconciliation between tax expense (income) and the 

product of accounting profit multiplied by the applicable tax rate, 
disclosing also the basis on which the applicable tax rate is 
computed, or  
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(ii) a numerical reconciliation between the average effective tax rate 
and the applicable tax rate, disclosing also the basis on which the 
applicable tax rate is computed, for example, tax rates which 
have been enacted or substantially enacted by balance sheet date. 

 
 FRS 12.81(e) There should be disclosure of the amount of deductible temporary 

differences, unused tax losses, and unused tax credits for which no 
deferred tax asset is recognised in the balance sheet. 
 

6. FRS 16 
 

Property, Plant and Equipment  
 

 FRS 16.58 
 

Depreciation 
Freehold land and buildings are separable assets and are accounted for 
separately, even when they are acquired together. As freehold land has an 
unlimited life and is not depreciated, it should be separately accounted 
for, from buildings on freehold land which have a limited useful life and 
therefore, are depreciable assets.   
 
Under such circumstances, the carrying amount of the freehold land, if it 
is material, should be separately disclosed from the carrying amount of 
the building built on the land as per FRS 1.29 and FRS 8.5. 
 

 FRS 16.73(e)(i)-(ix) Disclosure 
 

  In respect of each class of property, plant and equipment there shall be 
disclosure of the following: 
A reconciliation of the carrying amount at the beginning and end of the 
period showing inter alia the following movements: 
• Additions; 
• Disposals; 
• Acquisitions through business combinations; 
• Increases or decreases resulting from revaluations and from 

impairment losses recognized or reversed directly in equity in 
accordance with FRS 36; 

• Impairment losses recognized or reversed in the profit and loss in 
accordance with FRS 36; 

• Depreciation;  
• Net exchange differences arising on the translation of the 

financial statements from the functional currency into a different 
presentation currency, including the translation of a foreign 
operation into the presentation currency of the reporting entity; 
and  

• Other changes 
 
It has been observed in certain sets of financial statements reviewed that 
the comparatives for the above movements have not been disclosed. Such 
disclosure is a requirement of FRS 1.36. 
 

 FRS 16.74(a) 
 

The financial statements shall disclose inter alia: 
The existence and amounts of restrictions on title, and property, plant and 
equipment pledged as security for liabilities.  
 

 FRS 16.77 When property, plant and equipment are stated at revalued amounts, the 
following information, inter alia, should be disclosed: 
 
• the basis used to revalue the assets; FRS 16.77(c)&(d); 
• whether an independent valuer was involved; FRS 16.77(b); 
• the carrying amount of property had it been carried at cost less 

depreciation should be disclosed. FRS 16.77(e). 
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7. FRS 17 
 

Leases 

  
FRS 17.35(c) 
 
 
FRS 17.35(d) 
 
 
FRS 17.56 

 

Operating leases – in the financial statements of lessees 
The operating lease payments recognised as an expense for the period 
should be disclosed by the lessee. 
 
A general description of the lessee’s significant leasing arrangements as 
stipulated in FRS 17.35(d)(i)to(iii) should be disclosed. 
 
The lessor should disclose total contingent rents recognized in income 
and a general description of the lessor’s significant leasing arrangements.  
 

 FRS 17 & FRS 1.108 The accounting policy for operating leases should be disclosed. 
 

  Operating leases – in the financial statements of lessors 
 

 FRS 17.56 Lessors shall, in addition to meeting the requirements of FRS 107, 
disclose the following for operating leases: 

(a) the future minimum lease payments under non-
cancellable operating leases in the aggregate and for each 
of the following periods: 

(i) not later than one year; 

(ii) later than one year and not later than five years; 

(iii) later than five years. 

(b) total contingent rents recognised as income in the period. 

(c) a general description of the lessor’s leasing 
arrangements. 

 
8. FRS 18 

 
Revenue 
 

 FRS 18.14 & 18.20 Sale of goods & Rendering of services 
Some of the accounting policies disclosed on the recognition of revenue 
were incomplete. In this respect, reference should be made to FRS 18.14 
which prescribes the conditions for recognising revenue from the sale of 
goods and FRS 18.20 which prescribes the conditions for recognising 
revenue from the rendering of services. 
 

 FRS 18.35(b)(i) & (ii) There should be disclosure of the amount of each significant category of 
revenue recognised during the period from sale of goods and rendering of 
services. 
 

9. FRS 19 
FRS 19, 1.108(b) & 
1.110 
 

Employee benefits 
The accounting policy on employees benefit costs should be disclosed. 
 

10. FRS 21 
 
 
FRS 21.23 

The Effects of Changes in Foreign Exchange Rates 
 
Reporting at subsequent balance sheet dates 
At each balance sheet date: 

  a. foreign currency monetary items should be reported using the 
closing rate;  

  b. non-monetary items which are carried in terms of historical cost 
in a foreign currency shall be reported using the exchange rate at 
the date of the transaction; and  

c. non-monetary items which are carried at fair value in a foreign 
currency shall be reported using the exchange rates that existed 
when the values were determined.  
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The accounting policies on foreign currency transactions in the notes to 
the financial statements should distinguish between monetary and non-
monetary items and comply with the above accounting standard in 
foreign currency translation. 
 

 FRS 21.39 Use of a presentation currency other than the functional currency 
Translation to the presentation currency 
The results and financial position of an entity whose functional currency 
is not the currency of a hyperinflationary economy shall be translated into 
a different presentation currency using the following procedures: 

(a) assets and liabilities for each balance sheet presented (i.e. 
including comparatives) shall be translated at the closing rate at 
the date of that balance sheet; 

(b) income and expenses for each income statement (i.e. including 
comparatives) shall be translated at exchange rates at the dates of 
the transactions; and  

(c) all resulting exchange differences shall be recognised as a 
separate component of equity. 

 
  In certain sets of financial statements reviewed, FRS 21.39(c) was not 

complied with. The exchange differences were recognized in the income 
statement instead of being recognized in equity.  

   
  

FRS 21.53 
 
 
 
 
FRS 21.55 
 
 

Disclosure 
When the presentation currency is different from the functional currency, 
that fact shall be stated, together with disclosure of the functional 
currency and the reason for using a different presentation currency. 
 
When an entity presents its financial statements in a currency that is 
different from its functional currency, it shall describe the financial 
statements as complying with Financial Reporting Standards only if they 
comply with all the requirements of each applicable Standard and each 
applicable Interpretation of those Standards including the translation 
method set out in paragraphs 39 and 42 of FRS 21. 
 

11. FRS 23 Borrowing Costs 
 

 FRS 23.29 & FRS 
1.108 
 

The policy on borrowings and borrowing costs should be disclosed.  
 

12. FRS 24 
 
FRS 24.9 
 
 
FRS 24.9 
 
 
 
 
 
 
 
 
 
 
 
 

Related Party Disclosures 
 
Definitions 
The following terms are defined in FRS 24.9 
 
• related party 
• related party transaction 
• control 
• significant influence 
 
There are two broad categories of related parties as follows: 
 
a. related companies as defined in section 5 of the Companies Act; 

and  
 
b. individuals or entities whereby one party has the ability to 

exercise significant influence over the other party in making 
financial and operating decisions.  
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  The nature of the related party relationships should be clearly defined and 
disclosed in the financial statements. When the related parties fall under 
category (b) as mentioned above, they should be disclosed as related 
parties and not related companies which would not be consistent with the 
Companies Act.  
 

 FRS 24.16 Disclosure 
An entity shall disclose key management personnel compensation in total 
and for each of the following categories: 
 
a. short-term employee benefits 
b. post-employment benefits 
c. other long-term benefits; 
d. termination benefits; and  
e. share-based payment. 
 

  The key management personnel compensation including directors’ 
remuneration should be separately disclosed as per FRS 24.16. The 
related CPF contributions should also be disclosed as per FRS 24.16. 

   
13. FRS 24.17 If there have been transactions between related parties, an entity shall 

disclose the nature of the related party relationship as well as information 
about the transactions and outstanding balances necessary for an 
understanding of the potential effect of the relationship on the financial 
statements. These disclosure requirements are in addition to the 
requirements in FRS 24.16 to disclose key management personnel 
compensation. At minimum, disclosures shall include: 
a. the amount of transactions; 
b. the amount of outstanding balances and; 

i. their terms and conditions, including whether they are 
secured, and the nature of the consideration to be 
provided in settlement; and  

ii. details of any guarantees given or received; 
c. provisions for doubtful debts related to the amount of outstanding 

balances; and 
d. the expense recognized during the period in respect of bad or 

doubtful debts due from related parties. 
 

 FRS 24.22 Items of a similar nature may be disclosed in aggregate except when 
separate disclosure is necessary for an understanding of the effects of 
related party transactions on the financial statements of the entity. 

   
14. FRS 27 

 
FRS 27.4 
 

Consolidated Financial Statements and Accounting for Investments in 
Subsidiaries 
Definitions 
A subsidiary is an entity, including an unincorporated entity such as a 
partnership, that is controlled by another entity (known as the parent). 
 
Control is the power to govern the financial and operating policies of an 
enterprise so as to obtain benefits from its activities.  
 

  In certain sets of financial statements reviewed, a subsidiary has been 
defined as a company in which the Group, directly or indirectly or 
indirectly, holds more than 50% of the issued share capital, or controls 
more than half the voting rights or controls the appointment of the 
directors of the board. Owning more than 50% interest in an entity 
without control of its financial and operating activities may not satisfy the 
definition of a subsidiary in FRS 27.  
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FRS 27.40(c) 

Disclosure 
There shall be disclosure in the consolidated financial statements, where 
applicable, of the nature of the relationship between the parent and a 
subsidiary of which the parent does not own, directly or indirectly 
through subsidiaries, more than one half of the voting power. 
 

 FRS 27.40(d) In addition to the above, FRS 27.40(d) requires the disclosure of reasons 
as to why owning more than half of the voting or potential voting power 
in an entity does not constitute control.  

   
15. FRS 32 

 
Financial Instruments: Disclosure and Presentation 

 FRS 32.11 
[FRS 32.11] 
 

Definitions 
A financial instrument is any contract that gives rise to a financial asset 
of one entity and a financial liability or equity instrument of another 
entity.  
 
Club memberships held by an entity which do not satisfy the criteria of a 
financial instrument as defined in FRS 32.11 should not be accounted for 
as financial assets. Under such circumstances, the club memberships may 
be accounted for as intangibles and assessed for impairment in 
accordance with FRS 36. 
 
In certain sets of financial statements reviewed, it was observed that 
prepayments have been classified as a financial asset under receivables. 
In this respect, material prepayments should be disclosed separately from 
financial assets as they do not qualify as financial instruments under FRS 
32 & 39. 
 

 FRS 32.56 Risk management policies and hedging activities 
  An entity shall describe its financial risk management objectives and 

policies, including its policy for hedging each main type of forecast 
transaction for which hedge accounting is used. 
 

 [FRS 107.33] Nature and extent of risks arising from financial instruments  
  Qualitative disclosures 

For each type of risk arising from financial instruments, an entity shall 
disclose: 
 
(a) the exposures to risk and how they arise; 
 
(b) its objectives, policies and processes for managing the risk and the 

methods used to measure the risk; and 
(c) any changes in (a) or (b) from the previous period. 
 

 FRS 32.60 Terms, conditions and accounting policies 
For each class of financial asset, financial liability and equity instrument, 
both recognised and unrecognised, an enterprise should disclose: 
 
a) information about the extent and nature of the financial 

instruments, including significant terms and conditions that may 
affect the amount, timing and certainty of future cash flows; and  

 
b) the accounting polices and methods adopted, including the 

criteria for recognition and basis of measurement applied.  
 

 [FRS 107.7] Significance of financial instruments for financial position and 
performance 
An entity shall disclose information that enables users of its financial 
statements to evaluate the significance of financial instruments for its 
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financial position and performance.  
 

 [FRS 107.31] Nature and extent of risks arising from financial instruments  
An entity shall disclose information that enables users of its financial 
statements to evaluate the nature and extent of risks arising from financial 
instruments to which the entity is exposed at the reporting date.  
 

 FRS 32.63(g) & 
32.52(c) 
 
 
 

When financial instruments held by entities create a potentially 
significant exposure to the risks described in FRS 32.52, terms and 
conditions that warrant disclosure include inter alia the collateral pledged 
in the case of a financial liability such as bank borrowings. In such cases, 
the carrying amount of the collateral pledged should be disclosed.  
 

 FRS 32.63(h) & 
32.52(a) 

In the case of financial instruments such as trade receivables and trade 
payables for which cash flows are denominated in currency other than the 
enterprise’s functional currency, the amounts of receivables and payables 
which are to be settled in the respective foreign currencies should be 
disclosed. 
 
The bank balances denominated in foreign currencies should also be 
disclosed as per FRS 32.52. 
 

 [FRS 107.31] 
[FRS 107.34(a)] 

Details are as  mentioned above. 
For each type of risk arising from financial instruments, an entity shall 
disclose inter alia: 
Summary quantitative date about its exposure to that risk at the reporting 
date.  
 

 FRS 32.67 Interest rate risk 
For each class of financial asset and financial liability, both recognised 
and unrecognised, the company should disclose information about its 
exposure to interest rate risk including: 
 
a. contractual repricing or maturity dates, whichever dates are earlier; 

and  
b. effective interest rates, when applicable. 
 

 [FRS 107.7 107.31& 
107.34] 
 

Details are as mentioned above and below. 
 

 FRS 32.74(a) 
 
 
 

When an entity has a variety of financial instruments exposed to fair 
value or cash flow interest rate risks, it may adopt inter alia the following 
method to presenting information: 
The carrying amounts of financial instruments exposed to interest rate 
risk may be presented in tabular form, grouped by those that are 
contracted to mature or be repriced in the following periods after the 
balance sheet date: 
 
i. in one year or less;  
ii. in more than one year but not more than two years; 
iii. in more than two years but not more than three years; 
iv. in more than three years but not more than four years; 
v. in more than four years but not more than five years; and  
vi. in more than five years. 
 

 [FRS 107 Appendix 
B, paragraph B11] 

In preparing the contractual maturity analysis for financial liabilities 
required by paragraph 39(a), an entity uses its judgement to determine an 
appropriate number of time bands. For example, an entity might 
determine that the following time bands are appropriate: 
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a. not later than one month; 
 
b. later than one month and not later than three months; 
 
c. later than three months and not later than one year; and 
 
d. later than one year and not later than five years. 
 

 FRS 32.76 Credit risk 
For each class of financial asset, both recognised and unrecognised, the 
company should disclose information about its exposure to credit risk 
including significant concentrations of credit risk. 
 

 [FRS 107.33] For each type of risk arising from financial instruments, an entity shall 
disclose: 
 
(a) the exposures to risk and how they arise; 
 
(b) its objectives, policies and processes for managing the risk and 

the methods used to measure the risk; and 
 
(c) any changes in (a) or (b) from the previous period. 
 

 [FRS 107.34] For each type of risk arising from financial instruments, an entity shall 
disclose: 

(a) summary quantitative data about its exposure to that risk 
at the reporting date.  This disclosure shall be based on 
the information provided internally to key management 
personnel of the entity (as defined in FRS 24 Related 
Party Disclosures), for example the entity’s board of 
directors or chief executive officer. 

 
(b) the disclosures required by paragraphs 36–42, to the 

extent not provided in (a), unless the risk is not material 
(see paragraphs 29–31 of FRS 1 for a discussion of 
materiality). 

 
(c) concentrations of risk if not apparent from (a) and (b). 

 
 FRS 32.86  

 
 
 
 
 

Fair value 
For each class of financial asset and financial liability, the company 
should disclose fair value of that class of assets and liabilities in a way 
that permits it to be compared with the corresponding carrying amount in 
the balance sheet. 
 

 [FRS 107.25] Fair value 
Except as set out in paragraph 29, for each class of financial assets and 
financial liabilities (see paragraph 6), an entity shall disclose the fair 
value of that class of assets and liabilities in a way that permits it to be 
compared with its carrying amount. 
 

 FRS 32.90 Fair value 
If investments in unquoted equity instruments or derivatives linked to 
such equity instruments are measured at cost under FRS 39 because their 
fair value cannot be measured reliably, that fact shall be disclosed 
together with a description of the financial instruments, their carrying 
amount, an explanation of why fair value cannot be measured reliably 
and, if possible, the range of estimates within which fair value is likely to 
lie. Furthermore, if financial assets whose fair value previously could not 
be reliably measured are sold, that fact, the carrying amount of such 
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financial assets at the time of sale and the amount of gain or loss 
recognized shall be disclosed.  
 

 [FRS 107.29] Disclosures of fair value are not required: 
 
(a) when the carrying amount is a reasonable approximation of fair 

value, for example, for financial instruments such as short-term trade 
receivables and payables; 

(b) for an investment in equity instruments that do not have a quoted 
market price in an active market, or derivatives linked to such equity 
instruments, that is measured at cost in accordance with FRS 39 
because its fair value cannot be measured reliably; or  

(c) for a contract containing a discretionary participation feature (as 
described in FRS 104) if the fair value of that feature cannot be 
measured reliably. 

 
 [FRS 107.39] Liquidity risk 

An entity shall disclose: 
 
(a) a maturity analysis for financial liabilities that shows the remaining 

contractual maturities; and 
 
(b) a description of how it manages the liquidity risk inherent in (a). 

 
 [FRS 107 App B14] The amounts disclosed in the maturity analysis are the contractual 

undiscounted cash flows, for example: 
 

(a) gross finance lease obligations (before deducting finance charges); 
 
(b) prices specified in forward agreements to purchase financial assets 

for cash; 
 
(c) net amounts for pay-floating/receive-fixed interest rate swaps for 

which net cash flows are exchanged; 
 
(d) contractual amounts to be exchanged in a derivative financial 

instrument (e.g. a currency swap) for which gross cash flows are 
exchanged; and 

 
(e) gross loan commitments. 
Such undiscounted cash flows differ from the amount included in the 
balance sheet because the balance sheet amount is based on discounted 
cash flows. 
 
In certain sets of financial statements reviewed, it was observed that the 
undiscounted contractual cash flows as mentioned above were not 
disclosed.  
 

16. FRS 36 
 
 
 
 
FRS 36.2& 36.4 
 
 
 
 

Impairment of Assets 
A general policy on impairment should be disclosed as per FRS 36 read 
with FRS 1.108(b). 
 
Scope 
The accounting standard on impairment should be applied in accounting 
for the impairment of all assets except for those mentioned in FRS 36.2. 
The standard on impairment would be applicable to inter alia, 
investments in subsidiaries, associates, joint ventures, property, plant and 
equipment. In this respect, the accounting policies on these assets should 
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FRS 36.130(a) 
 
 
 
FRS 36.130(e)-(g) 
 

include considerations for impairment. FRS 36.4 & 16.30 
 
Disclosure 
There should be disclosure of the events and circumstances that led to the 
recognition or reversal of each material impairment loss in respect of an 
individual asset or a cash-generating unit.  
 
The policy on impairment should disclose the manner in which 
impairment is determined such as how the recoverable amount of the 
respective asset is measured and the assumptions used to determine the 
recoverable amount of the assets (cash-generating units) during the 
period. 
 
In certain sets of financial statements reviewed, it was observed that the 
accounting policy on impairment did not comply with the above 
disclosure requirement.  
 

17. FRS 37 
 
FRS 37.10 

Provisions, Contingent Liabilities and Contingent Assets 
Definitions 
Letters of credit, bank guarantees issued, performance bonds and security 
bonds which do not satisfy the criteria for contingent liabilities as 
delineated in FRS 37.10 should not be disclosed as contingent liabilities. 
 

 FRS 37.86 Disclosure 
Unless the possibility of any outflow in settlement is remote, an 
enterprise should disclose for each class of contingent liability at the 
balance sheet date a brief description of the nature of the contingent 
liability and, where practicable: 
 
(a) an estimate of its financial effect, measured under paragraphs 36-52; 

(b) an indication of the uncertainties relating to the amount or timing of 
any outflow; and 

(c) the possibility of any reimbursement. 

In certain sets of financial statements reviewed, the financial effects of 
the guarantees were not disclosed. 
 

18. FRS 39 
 

Financial instruments: Recognition and measurement 
 

  The basis of accounting as delineated in certain sets of financial 
statements reviewed is as follows: “The financial statements have been 
prepared on a historical cost basis.” This statement is incomplete as there 
is no reference to assets/liabilities carried at fair value/amortised cost as 
per FRS 39. 
 

 FRS 39.43 
 

Initial measurement of financial assets and financial liabilities 
When a financial asset or financial liability is recognized initially, an 
entity shall measure it at its fair value plus, in the case of a financial asset 
or financial liability not at fair value through profit or loss, transaction 
costs that are directly attributable to the acquisition or issue of the 
financial asset or financial liability. 

 FRS 39.46(a) 
 
 
 
 

Subsequent Measurement of Financial Assets 
After initial recognition, an entity shall measure loans and receivables as 
defined in FRS 39.9 at amortised cost using the effective interest method 
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FRS 39.47 
 

Subsequent Measurement of Financial Liabilities 
After initial recognition, an entity shall measure trade and other payables 
at amortised cost using the effective interest method. 
 
In certain sets of financial statements reviewed, it was observed that the 
accounting policies on trade and other receivables and trade and other 
payables were not in accordance with FRS 39 paragraphs 43, 46 & 47 as 
stated above. 
 

19. FRS 40 Investment property 
 

 FRS 40.56 & 40.79(e) When an entity chooses the cost model to measure all of its investment 
property in accordance with FRS 16, the fair value of such properties 
should be disclosed.  
 

 Singapore Standards 
on Auditing 
 

Observations 

1. SSA 570 
 
SSA 570.32 

Going Concern 
 
Going concern assumption appropriate but a material uncertainty exists 
If the use of the going concern assumption is appropriate but a material 

uncertainty exists, the auditor considers whether the financial 
statements: 

(a) adequately describe the principal events or conditions that 
give rise to the significant doubt on the entity’s ability to 
continue in operation and management’s plans to deal with 
these events or conditions; and 

(b) state clearly that there is a material uncertainty related to 
events or conditions which may cast significant doubt on 
the entity’s ability to continue as a going concern and, 
therefore, that it may be unable to realise its assets and 
discharge its liabilities in the normal course of business. 

 
In respect of (a) above, there should be disclosure of whether the entity’s 
management has received assurance that the entity would continue to 
receive financial support from various parties such as the holding 
company or financial institutions.  
 
In certain sets of financial statements reviewed, the above information 
was not disclosed.  
 

 SSA 570.33 If adequate disclosure is made in the financial statements concerning the 
going concern uncertainty, the auditor should express an unqualified 
opinion but modify the auditor’s report by adding an emphasis of a 
matter paragraph that highlights the existence of a material uncertainty 
relating to the event or condition that may cast significant doubt on the 
entity’s ability to continue as a going concern and draws attention to the 
note in the financial statements that discloses the matters set out in 
paragraph 32 of SSA 570. 
 

  However, in extreme cases, such as situations involving multiple material 
uncertainties that are significant to the financial statements, the auditors 
may consider it appropriate to express a disclaimer of opinion instead of 
adding an emphasis of matter paragraph.  
 

 SSA 570.34 If adequate disclosure is not made in the financial statements, the auditor 
should express a qualified or adverse opinion, as appropriate, in 
accordance with SSA 570.34. The report should include specific 
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reference to the fact that there is a material uncertainty that may cast 
significant doubt about the entity’s ability to continue as a going concern. 
 
In addition to the above, SSA 700.40 states that “Whenever the auditor 
expresses an opinion that is other than unqualified, a clear description of 
all the substantive reasons should be included in the report and, unless 
impracticable, a quantification of the possible effect(s) on the financial 
statements.  
 

2. SSA 710 
 
 
SSA 710.26(b) 

Comparatives 
Incoming Auditor – Additional requirements 
 
When the financial statements of the prior period were audited by another 
auditor, the incoming auditor’s report should indicate the following: 
 

  (i) that the financial statements of the prior period were audited by 
another auditor; 

(ii) the type of report issued by the predecessor auditor and if the 
report was modified, the reasons therefore; and 

(iii) the date of that report. 
 

 Singapore 
Companies Act 
 

Observations 

1. Section 207(2)(b) Powers and duties of auditors as to reports on accounts 
The auditor should state in his audit report addressed to members of a 
company whether the accounting and other records of the company’s 
subsidiaries incorporated in Singapore of which he has acted as auditor, 
have been, in his opinion, properly kept in accordance with the Act.  
Please also refer to Sample Auditor’s Reports AGS 1, Appendix 1, 
Sample (1 C). 

 
The Financial Reporting Standards [FRS] in brackets [  ] apply to companies incorporated or foreign companies 
registered under the Companies Act, that have been and still are listed on a securities exchange in Singapore, for annual 
periods beginning on or after 1 January 2007. All other entities incorporated or registered in Singapore shall apply these 
FRS for annual periods beginning on or after 1 January 2008.   


