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Q1 IT IS A COMMON 
PRACTICE FOR 

AUDITORS TO ASSESS THE 
RISK OF MISSTATEMENTS 
FOR PPE AS BEING LOW. IS 
THIS APPROPRIATE?  

a) 

b)  Cumulative 
losses from an 
entity operating 
in a capital-
intensive industry

c)  Inexperienced 
accounts staff employed by 
the entity

d)  Assets owned by an entity are 
mostly small and movable

e)  Complex accounting transactions

Q3 IS IT NECESSARY 
FOR THE AUDITOR 

TO PERFORM A PHYSICAL 
INSPECTION OF PPE 
EVERY YEAR? 

a)  

b)

c)

Q2 WHAT ARE THE 
INDICATORS OF A 

POTENTIALLY HIGHER RISK 
OF MISSTATEMENT IN THE 
AUDIT OF PPE?

a)  Weak internal control in 
the entity 

s
The fair value model 
requires an entity to 

perform valuation 
on its investment 

property on an 
annual basis. Any 

gain or loss arising 
from the changes 

in fair value will be 
recognised in the 
period it arises. 
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b)

ICPAS Audit Manual for Small 
Companies

c)

Q4 IF THE MANAGEMENT 
REVISED THE USEFUL 

LIFE OF ITS PPE, IS THIS A 
CHANGE IN ACCOUNTING 
ESTIMATE OR A CHANGE 
IN ACCOUNTING POLICY? 
IS THE EFFECT OF SUCH 
CHANGE PROSPECTIVE OR 
RETROSPECTIVE?

Accounting Policies, 
Changes in Accounting Estimates and 
Errors

Q5 IS IT NECESSARY 
TO PERFORM A 

VALUATION ON AN OWNER-
OCCUPIED PROPERTY?

PPE

Impairment of Assets

YEAR
DEPRECIATION 
CHARGE (S$)

1 5,000

2 5,000

3 5,000

4 7,000

5 7,000

6 7,000

7 7,000

8 7,000
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WITHOUT FURTHER 
WORK DONE?  

a) 

b) 

s
For owner-
occupied 

property, under 
FRS 16 PPE, an 

entity can choose 
to measure that 
property using 

the cost model or 
the revaluation 
model. An entity 
that chooses to 
measure such 
property using 
the cost model 
is not required 
to perform a 

valuation unless 
there is indicator 
of impairment on 

that property.

Q6 CAN THE 
AUDITOR SIMPLY 

PLACE RELIANCE ON 
THE VALUATION REPORT 
PROVIDED BY THE 
PROPERTY VALUER 
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Q7 IS IT A MUST THAT 
AN ENTITY HAS TO 

MEASURE ITS INVESTMENT 
PROPERTY USING THE FAIR 
VALUE MODEL? WHAT 
IS THE MAIN DIFFERENCE 
BETWEEN THE COST 
MODEL VERSUS FAIR 
VALUE MODEL?  

Investment Property

Leases

Q8 IF AN 
ENTITY 

CHOOSES TO 
MEASURE ITS 
INVESTMENT 
PROPERTY 
USING THE 
FAIR VALUE 
MODEL, CAN 
THE ENTITY 
SWITCH BACK 

TO COST MODEL?

Q9 IF THE MANAGEMENT 
HAS A PROPERTY 

Magdalene Ang is a Quality Assurance 
Manager, ISCA. 

WITH A PORTION HELD 
TO EARN RENTAL AND 
ANOTHER PORTION 
USED AS AN OFFICE FOR 
ADMINISTRATIVE PURPOSE, 
CAN THE MANAGEMENT 
ACCOUNT FOR THE 
PORTIONS SEPARATELY?

Q10 IF A PROPERTY 
IS CURRENTLY 

BEING TREATED AS AN 
INVESTMENT PROPERTY 
AND DISCLOSED 
ACCORDING TO FRS 40 
USING THE COST MODEL, 
CAN THIS PROPERTY 
BE CLASSIFIED 
TOGETHER WITH FRS 16 
PPE IN THE PRESENTATION 
OF THE FINANCIAL 
STATEMENTS? 

 ISCA

s
Physically 

inspecting the 
PPE is a way of 
establishing its 
existence. The 

auditor can also 
inspect ownership 
documents such 

as original vehicle 
registration 

documents, title 
deed and finance 
lease agreement 
to determine the 
existence of the 
assets owned by 

the entity.
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