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TECHNICAL EXCELLENCE 
FRS 1 .61  COMPLIANCE  

to understand the expected period 
of realisation of a company’s current 
assets and the duration of its operating 
cycle, and hence help them make better 
investing or lending decisions.    

In this study, we examine the 
disclosure practice of a sample of 
property development companies 
listed on the Singapore Exchange 
(SGX), with regard to their compliance 
with FRS 1.61.  While FRS 1.61 applies 
to every current asset line item, we 
focus our analysis on the “property 
under development”1 account because 
(1) this is typically the most signi�icant 
current assets account for property 
developers, and (2) the expected 
period of realisation for assets under 
this account are usually longer than 
12 months.   

For the 35 companies included 
in our analysis, we �ind that a great 
majority (91%, or 32 companies) 
classify their entire property under 
development portfolio as current 

Under FRS 1, a company is allowed 
to classify an asset as current 
if it expects to realise the asset 

within its normal operating cycle, even 
if it is longer than the 12-month period 
that is typically used to de�ine current 
assets (FRS 1.66 to 1.68). To inform 
users of �inancial statements about 
the expected period of realisation of  
the current assets, FRS 1.61 further 
requires that “an entity shall disclose 
the amount expected to be recovered 
or settled after 12 months for each 
asset and liability line item that 
combines amounts expected to be 
recovered or settled:
a) No more than 12 months after the 

reporting period, and
b) More than 12 months after the 

reporting period”.

Separate presentation of current 
and non-current assets in the balance 
sheet provides important information 
for a company’s capital providers 
to assess the company’s liquidity 
risk and general �inancial strength. 
Similarly, compliance with the 
disclosure requirement of FRS 1.61 is 
necessary for investors and creditors 
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... compliance with the 
disclosure requirement of 
FRS 1.61 is necessary for 
investors and creditors to 

understand the expected period 
of realisation of a company’s 

current assets and the duration 
of its operating cycle, and 

hence help them make better 
investing or lending decisions.    
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assets. However, only 22% (seven) 
of these 32 companies disclosed 
the amount of properties under 
development that are expected to 
be completed beyond 12 months, as 
required by FRS 1.61. Of these seven 
companies, four have operations 
mainly in China. The remaining 
three companies have properties in 
other countries besides Singapore. 
These data suggest that 78% of 
the companies in our sample failed 
to comply with the disclosure 
requirement of FRS for their property 
under development account.

We further explore several 
alternative explanations for the 
seemingly high non-compliance rate. 
First, we find that property under 
development on average accounts 
for 57% of our sample companies’ 
total current assets, a significant 
amount that suggests immateriality 
is unlikely to be the reason for non-
disclosure. Furthermore, for 62% 
of these companies, property under 
development accounts for more than 
half of their total current assets.

We then collect from the companies’ 
annual reports information about the 
list of properties under development, 
especially the expected date of 
completion, to check that FRS 1.61 is 
applicable to the companies that did 
not disclose the expected period of 
realisation of current assets. Our data 
show that at least 19 companies in our 
sample have projects that are expected 
to be completed more than 12 months 
after the reporting period and classified 
as current assets, but failed to disclose 
the amount of these assets. Finally, 
we examine the financial statements 
of a group of property development 
companies in Hong Kong to compare 
the practices between Singapore and 
Hong Kong companies with regard to 
compliance with FRS 1.61.2 Based on a 
sample of nine property development 
companies that are also constituents of 
the Hang Seng Index, we find that the 
compliance rate in Hong Kong is much 
higher – at 67%. 

1 Also termed as “Development Properties” in some companies’ 
fi nancial statements
2 Hong Kong mandates IFRS for all listed companies; IAS 1 and FRS 1 
are equivalents.
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SAMPlE AnD DATA 
Our sample consists of 35 property 
development companies listed on 
SGX. The following information was 
collected from their latest annual 
reports (2013):
1) Whether the company classified 

“Properties under Development” 
as current assets;

2) Ending balance of “Properties 
under Development” and “Total 
Current Assets”;

3) Whether the company disclosed 
the details of the properties under 
development such as stage of 
completion and expected date 
of completion;

4) Whether the company disclosed 
the composition (amounts to be 
recovered more than 12 months 
after the reporting period 
and less than 12 months after 
the reporting period) of the 
properties under development 
classified as current assets;

5) Auditor and country of 
incorporation of auditor;

6) Country of incorporation 
of company.

For comparative analysis, we also 
collected information from a sample 
of property development companies 
listed on the Hong Kong Exchange. 
We included all of the nine property 
companies in the Hang Seng Index and 
collected relevant information from 
their latest annual reports.

DISCuSSIon oF FInDInGS 

Q1 Do companies classify 
properties under 

development as current 
assets? What is the 
signifi cance of this item 
for total current assets? 
Of the 35 companies, 32 companies 
(91%) classified properties under 
development entirely as current 
assets. Two companies classified 
properties under development entirely 
as non-current assets while one 
company presented its properties 
under development partially as 

expected date of completion. These 
details are usually found in the notes to 
financial statement or portfolio review 
section of the annual report. Seven 
companies did not disclose the details 
of their properties under development. 
Of these seven companies, six 
have classified properties under 
development as current assets; one 
company classified it under non-
current assets. 

Out of the 32 companies that 
have classified properties under 
development as current assets, 
26 (81%) disclosed the details of 
these properties (Table 1).

Q3Do companies 
disclose the amount 

of the properties under 
development that are 
expected to be completed 
more than 12 months after 
reporting period?
Of the 32 companies that classified 
properties under development as 
current assets, only seven (22%) 
disclosed the amounts that are 
expected to be realised beyond 
12 months. Of these seven companies, 

Given the significance of the properties 
under development account on the 

property developers’ balance sheets, it is 
recommended that property developers 
should strictly follow the requirement of 
FRS 1.61 to disclose the composition of 
their development properties that are 

classified as current assets, either in the 
notes or in the financial statements proper.

current and partially as non-current 
assets on the balance sheet. For this 
company, it was stated in the notes 
to financial statement that assets 
are classified as current when it 
expects to realise them in its normal 
operating cycle and within 12 months 
after the reporting period. All other 
development properties are classified 
as non-current. 

On average, Property under 
Development accounts for 57% of the 
total current assets for the 
companies in our sample. And for 
62% of the companies, it accounts 
for more than half of the total current 
assets. Therefore, Property under 
Development is a material account 
and users of financial statements 
would benefit from additional 
disclosures regarding its expected 
period of realisation.

Q2Do companies 
disclose the details 

of the properties under 
development, such as stage 
of completion and expected 
date of completion?
Twenty-eight of the 35 companies 
(80%) disclosed details of their 
properties under development. These 
companies disclosed the stage and 

Table 1  Companies that Disclosed Details of Properties under Development  

i Classifi ed properties under development entirely as current assets
ii Classifi ed properties under development entirely as non-current assets
iii Classifi ed properties under development partially as current and partially as non-current assets

CAi NCAii CA/NCAiii TOTAL

Disclosed the details of properties under development 26 1 1 26

Did not disclose the details of properties under development 6 1 - 7

32 2 1 35
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development as current assets. The 
majority of the companies (21) did  
not disclose expected period of 
realisation of their properties under 
development classified as current 
assets but have disclosed the details  
of these properties. 

Q4How do Hong Kong 
property development 

companies comply with  
IAS 1.61?
Nine property companies which are 
constituents of the Hang Seng Index 
were used for our analysis. All of these 
companies classified development 
properties as current assets on the 
balance sheet and disclosed the details 
of these properties, including stage 

four companies were incorporated 
outside Singapore and audited by 
auditors from overseas. In addition, 
of the seven companies, four have 
operations mainly in China. The 
remaining three companies have 
properties in other countries  
besides Singapore. 

In other words, only three 
Singapore-incorporated property 
development companies followed the 
requirement of FRS 1.61 to disclose 
the expected period of realisation of 
the properties under development that 
were classified as current assets. This 
compliance rate seems alarmingly low. 
Figure 1 illustrates the relationship 
observed among the 32 companies 
that have classified properties under 

of completion and expected date 
of completion. More importantly, 
six (67%) of these nine companies 
disclosed the exact amount of the 
development properties that are 
expected to be completed beyond  
12 months after the reporting period, 
as required by IAS 1.61. 

The data show that while not all 
the sample companies in Hong Kong 
are in compliance with IAS 1.61, the 
compliance rate is significantly higher 
than their Singapore peers. However, 
we note that the Hong Kong sample 
used in this analysis is relatively small 
and biased towards covering large 
companies, so the comparison should 
be interpreted with caution.

ConCluSIon 
Our analysis shows that most SGX-
listed property developers do not 
disclose the amount of properties 
under development that are expected 
to be completed beyond 12 months, 
and hence are not in compliance with 
FRS 1.61. While these companies 
mostly provide other details about 
their development projects, such as  
the stage of completion or expected 
date of completion, the information 
cannot replace the FRS 1.61 
disclosures because the monetary 
value of the properties under 
development cannot be inferred by  
the users of financial statements. 

Given the significance of the 
Property under Development 
account on the property developers’ 
balance sheets, it is recommended 
that property developers should 
strictly follow the requirement of 
FRS 1.61 to disclose the composition 
of their development properties 
that are classified as current assets, 
either in the notes or in the financial 
statements proper. Such information 
is important for investors and 
lenders to more accurately evaluate 
companies’ financial health and 
liquidity risk.  ISCA
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Figure 1  Relationship Observed among Companies that  
Classified Properties under Development as Current Assets     
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