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Preface

The Institute of Singapore Chartered Accountants (ISCA)’s lllustrative Financial Statements (IFS) 2019 was
published on 3 January 2020. At the time of publication, although the first cases of the Coronavirus Disease
(COVID-19) had surfaced, it had yet to become a global pandemic with significant impact to business activities
and economic conditions. Hence it was not considered in the preparation of IFS 2019.

The ISCA’s Quality Assurance Team has prepared this Addendum to the IFS 2019 to provide guidance to entities
with a 31 December 2019 financial reporting date on the subsequent events disclosures that may be required
arising from the COVID-19 outbreak.

As shared in the ISCA Financial Reporting Bulletin 2, Accounting implications arising from COVID-19 for entities
with 31 December 2019 financial reporting date, in ISCA’s view, the COVID-19 outbreak is a non-adjusting event
for entities with a 31 December 2019 financial reporting date. Although non-adjusting events would not affect the
amounts included in the financial statements, disclosure is required of material non-adjusting events. Judgement
is required in assessing whether a non-adjusting event is material. If non-disclosure could influence the economic
decisions that users make on the basis of the financial statements, then the entity should disclose:

(a) nature of the event; and
(b) an estimate of its financial effect.
If the entity is unable to estimate the financial effects of the outbreak, it is required to disclose that fact.

This Addendum provides some considerations and illustrations of disclosures when an entity determines the
COVID-19 events to be material non-adjusting events. The content within are in respect to Note 32 “events
occurring after the reporting period” of IFS 2019.

The important notices attached to the IFS 2019 apply to this Addendum. Entities should tailor their disclosures
according to their specific facts and circumstances.



FRS 10: 21

32.

Events occurring after the reporting period

The Coronavirus Disease (COVID-19) outbreak and the measures taken to contain the spread of
the pandemic have created a high level of uncertainty to global economic prospects and this has
impacted the Company’s operations and its financial performance subsequent to the financial year
end.

The Singapore Multi-Ministry Taskforce implemented an elevated set of safe distancing measures
as a circuit breaker from 7 April 2020, to pre-empt the trend of increasing local transmission of
COVID-19. Except for those providing essential services and selected economic sectors which
are critical for our local and the global supply chains, all businesses are required to suspend all
in-person activities and activities at the business location. As a result, the Company suspended
operations at our business location from 7 April 2020 to 1 June 2020. This has significantly slowed
down the delivery of machinery and machinery parts and all installation and warranty services
were halted during the period. A series of measures to curb the COVID-19 outbreak have been and
continue to be implemented in countries where the Company has dealings with. This has resulted
in delays in shipment of machinery parts from suppliers since March 2020 due to requirements to
limit or suspend business operations and border controls implemented round the world.

The Company expects to incur a loss for the first half of 2020 due to lower demand for machinery and
machinery parts. The Company applies the fair value model to measure its investment securities
and investment properties. The fair values of these assets in 2020 may be subject to fluctuation
due to the COVID-19 outbreak. Additional expected credit losses on receivables may need to be
recognised due to a decline in the repayment ability of certain debtors. The outbreak is also likely
to have an impact on the contribution from the Company’s joint venture in China.

As the situation continues to evolve with significant level of uncertainty, the Company is unable to
reasonably estimate the full financial impact of the COVID-19 outbreak. The Company is monitoring
the situation closely and to mitigate the financial impact, it is conscientiously managing its cost
by adopting an operating cost reduction strategy and conserving liquidity by working with major
creditors to align repayment obligations with receivable collections.

Help tips
(i) Tailored disclosures for the Company

In this illustration, it is assumed that the Company has assessed its specific risks,
uncertainties and the impact of COVID-19 on its operations, performance and liquidity.
The Company determined that its financial performance subsequent to year end has
been impacted, however its cash flows remain manageable, with the ability to pay its
liabilities when they are due. The Company’s assets that are likely to be impacted are
its investment properties, investment securities, investment in joint venture and trade
receivables. Hence, only the disclosures relevant to the Company are made in the
illustration.

(ii) Considerations when determining required disclosures

An entity is required to disclose the nature of all material non-adjusting events that took
place subsequent to the financial year-end. A non-adjusting event is considered material
if non-disclosure could influence the economic decisions that users make on the basis
of the financial statements.




32.

Events occurring after the reporting period (Continued)

Help tips (Continued)

(i)

Considerations when determining required disclosures (Continued)

When determining the disclosures that should be included, an entity considers:

(@)

(b)

(c)

(d)
(e)

the countries that it operates in or has dealings with;
the extent to which these countries have been affected by the pandemic and
the measures they have implemented, such as travel restrictions and lock-down

measures;

impact of the measures taken to contain the spread of the pandemic on entity’s
operations;

impact of economic conditions on entity’s businesses; and

the financial impact or potential financial impact arising for 2020 and beyond.

Importantly, the disclosures should allow users of financial statements to understand
the entity’s specific risks and uncertainties arising from COVID-19, the impact on its
operations, financial performance and liquidity, and the entity’s mitigating plans to
sustain in the long-term. Given the current situation, such disclosures can provide the
much-needed transparency to users of financial statements.

The subsequent events disclosure could cover the following:

1.

Background of COVID-19
Some illustrative disclosures are as follows:

(i) An outbreak of the Coronavirus Disease (COVID-19) had been reported to
the World Health Organisation in China on 31 December 2019.

(ii) On 31 January 2020, the World Health Organisation announced the
Coronavirus Disease (COVID-19) outbreak as a global health emergency.

(iii)  On 11 March 2020, the World Health Organisation declared the Coronavirus
Disease (COVID-19) outbreak to be a pandemic in recognition of its rapid
spread across the globe.

(iv)  The Coronavirus Disease (COVID-19) outbreak and the measures taken to
contain the spread of the pandemic have created a high level of uncertainty
to global economic prospects.

Measures imposed by the various countries arising from the pandemic
(relevant ones with impact to the entity)

Depending on the countries that an entity operates in or has dealings with, and
the extent to which their various measures have impacted the entity, the entity can
disclose general measures imposed across or highlight specific measures imposed
by relevant governments. Some illustrative disclosures are as follows:




32.

Events occurring after the reporting period (Continued)

Help tips (Continued)

(i)

Considerations when determining required disclosures (Continued)

(i)

(ii)

(iii)

(iv)

Singapore raised its Disease Outbreak Response System Condition
(DORSCON) level to orange on 7 February 2020 in response to the
heightened risks posed by the COVID-19 outbreak. Additional precautionary
measures were implemented, including additional precautions for large-
scale events and enhanced business continuity capability at workplaces.

The Singapore Multi-Ministry Taskforce implemented an elevated set of safe
distancing measures as a circuit breaker from 7 April 2020 to 1 June 2020, to
pre-empt the trend of increasing local transmission of COVID-19. Except for
those providing essential services and selected economic sectors which are
critical for our local and the global supply chains, all businesses are required
to suspend all in-person activities and activities at our business location.

Country x implemented a series of measures and policies such as travel
restrictions, quarantine measures and social distancing initiatives, which
significantly disrupted the business activities of the Company.

A series of measures to curb the COVID-19 outbreak have been and continue
to be implemented in countries where the Company operates, including
requirements to limit or suspend business operations, travel restrictions and
quarantine measures.

3. Impact on entity

(@)

(b)

Identify specific business segments / operations of the entity that are
impacted by the various measures, for example:

(i) restaurant segment affected by measures to close business premises
(x restaurants were closed from period to period)

(ii) closure of manufacturing facilities in China from period to period
(i) machinery parts production affected due to border controls imposed
in Country x where the raw materials are purchased (supply chain

disruptions)

(iv)  quarantine of close contacts and stay-home-notices of workers
resulting in delay in construction projects

(v) costs incurred to provide housing for Malaysian employees who had
no living arrangements in Singapore

Describe impact on the performance and liquidity of the entity and/or
identify specific business segments of the entity that are impacted by
the economic uncertainty, for example:

(i) expect to incur a loss for the first half of 2020 and the liquidity position
of the Company will be adversely impacted

(ii) delay in receiving payment resulting in lower operating cash flows




32.

Events occurring after the reporting period (Continued)

Help tips (Continued)

(i)

Considerations when determining required disclosures (Continued)

(c)

(d)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

(ix)

(%)

impact on the financial performance of x and y business segments of
the Company in the coming months

revenue from retail affected due to sharp drop in consumer
discretionary spending in first half of 2020

expect consumer sentiments in its retail business to be affected and
remain weak in the near term

negative impact on travel demand which has affected the financial
performance of the Company’s hospitality business

mindful that concerns over COVID-19 have dampen demand for
products x and y in the current year

travel restrictions imposed by governments around the world have
impacted the consumer flow to our outlets

breach of loan covenants subsequent to year end; bank is contractually
entitled to request for immediate repayment of the outstanding loan
amount of $x

potential impact on the Company’s ability to secure new projects in
the next 12 months

Highlight business segments that have remain relatively stable or
unaffected, for example:

(i)
(if)

(i)

expect relatively consistent flow of revenue from x business segment

serviced residences and office space located in Country x which are
leased out under long-term contracts are expected to be less affected

there may not be a significant increase in loss allowance as the
Company’s key customers are not in sectors severely affected by the
outbreak, and they generally have good repayment history

Identify the impact on entity’s assets, for example:

(i)

(ii)

(iii)

values of the Company’s investments measured based on quoted
prices will be affected as a result of the volatility in prices

values of the Company’s assets measured based on unobservable
inputs will be affected as a result of changes in key assumptions used
to determine fair values

additional expected credit losses on receivables due to a decline in
the repayment ability of certain debtors
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Events occurring after the reporting period (Continued)

Help tips (Continued)

(i)

Considerations when determining required disclosures (Continued)

(iv)  customers are mainly from the food & beverage sector who were
severely affected by the circuit breaker measures. This may result in
a significant increase in loss allowance of trade receivables.

(v) estimates and assumptions with respect to the impairment assessment
of property, plant and equipment and intangible assets are based on
prevailing market, economic and other conditions at the date of the
financial statements. The uncertainties surrounding the impact of the
COVID-19 pandemic on the global economy may affect the actual
outcome of the estimates and assumptions adopted.

Financial effects

An entity should disclose an estimate of the financial effect of impacts arising from
the COVID-19 events.

If the entity is unable to estimate the financial effects of the outbreak, it should state
So.

As the date of authorisation of the financial statements moves further from the
31 December 2019 financial reporting date, users would expect an entity to have
more available information to disclose an estimate of the financial effects of the
COVID-19 events. For example, the financial results of the 15t half of 2020 may
already be available at the date of the authorisation of the financial statements and
the entity may be in a better position to ascertain the financial impact of COVID-19
on the entity.

Mitigating actions taken / will be taken by the entity
Some illustrative disclosures are as follows:

(i) The Company is adopting an operating cost reduction strategy and has
made adjustment to its remuneration and employment models.

(ii) The Company is working closely with bankers for the deferment of certain
loan repayment obligations and for continuing financing support measures.

(iii)  The Company will work with major creditors to align repayment obligations
with receivable collections.

(iv)  The Company has been and will continue to work closely with suppliers to
reduce the impact of the disruptions to the logistics supply chain.

(v) The Company has delayed its investment plans in order to conserve liquidity.

(vi)  The Company expects the support measures introduced by the Singapore
Government to help cushion the cash flows impact of the Company.
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About the Institute of Singapore Chartered Accountants

The Institute of Singapore Chartered Accountants (ISCA) is the national accountancy body of Singapore. ISCA’s
vision is to be a globally recognised professional accountancy body, bringing value to our members, the profession
and wider community. There are over 32,000 ISCA members making their stride in businesses across industries
in Singapore and around the world.

Established in 1963, ISCA is an advocate of the interests of the profession. Possessing a Global Mindset, with
Asian Insights, ISCA leverages its regional expertise, knowledge, and networks with diverse stakeholders to
contribute towards Singapore’s transformation into a global accountancy hub.

ISCA is the Designated Entity to confer the Chartered Accountant of Singapore - CA (Singapore) - designation.

ISCA is a member of Chartered Accountants Worldwide, a global family that brings together the members of
leading institutes to create a community of over 1.8 million Chartered Accountants and students in more than 190
countries.

For more information, visit www.isca.org.sg.
About ISCA’s Quality Assurance Department

The Quality Assurance (QA) Department adopts a holistic and structured approach towards addressing technical
and practice management needs of public accountants. In doing so, it develops initiatives and resources with the
aim of enhancing the quality of audit and financial reporting in Singapore. In particular, QA supports small and
medium-sized practices through its Quality Assurance Review Programme. Through carrying out robust reviews
of firm-level quality controls and/or signed-off audit engagement files, QA helps the practices improve their audit
quality.

Should you have any comments or suggestions, please send them to qualityassurance@isca.org.sg.
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MAZARS

Mazars LLP is the Singapore firm of Mazars, an internationally integrated partnership, specialising in audit,
accountancy, advisory, tax, and legal services. Operating in 91 countries and territories around the world, we
draw on the expertise of 40,400 professionals — 24,000 in the Mazars integrated partnership and 16,000 via the
Mazars North America Alliance — to assist clients at every stage of their development. In Singapore, Mazars LLP
is a limited liability partnership registered in Singapore with the registered number TO7LL0916H.

In Singapore, Mazars specialises in Audit and Assurance, Tax, Business Risk Consulting, Accounting Outsourcing,
Payroll Outsourcing, Financial Advisory Services, Valuation and Initial Public Offering, Corporate and Financial
Advisory Services, and Corporate Secretarial. Our clientele benefits from the combined expertise of 220
Singapore-based professionals and our international team.

For more information, please visit www.mazars.sg — www.linkedin.com/company/mazars-singapore/

EY

Building a better
working world

EY is a global leader in assurance, tax, transaction and advisory services. The insights and quality services
we deliver help build trust and confidence in the capital markets and in economies the world over. We develop
outstanding leaders who team to deliver on our promises to all of our stakeholders. In so doing, we play a critical
role in building a better working world for our people, for our clients and for our communities.

EY refers to the global organization, and may refer to one or more, of the member firms of Ernst & Young
Global Limited, each of which is a separate legal entity. Ernst & Young Global Limited, a UK company limited by
guarantee, does not provide services to clients. Information about how EY collects and uses personal data and
a description of the rights individuals have under data protection legislation are available via ey.com/privacy. For
more information about our organization, please visit ey.com.

This Publication contains information in summary form and is therefore intended for general guidance only. It is
not intended to be a substitute for detailed research or the exercise of professional judgement. Member firms of
the global EY organization cannot accept responsibility for loss to any person relying on this publication.

DATA PROTECTION

If you provide any personal data to us during the registration or download process or otherwise, you consent
to our collection, use, processing and disclosure of your personal data in accordance with our Privacy Policy at
http://isca.org.sg/privacy-and-data-protection-policy.



DISCLAIMER

This document contains general information only and the contributors are not, by means of this document,
rendering any professional advice or services. This document is not a substitute for such professional advice or
services, nor should it be used as a basis for any decision or action that may affect your business. Before making
any decision or taking any action that may affect your business, you should consult a professional advisor. Whilst
every care has been taken in compiling this document, the contributors make no representations or warranty
(expressed or implied) about the accuracy, suitability, reliability or completeness of the information for any
purpose. The contributors, its employees or agents accept no liability to any party for any loss, damage or costs
howsoever arising, whether directly or indirectly from any action or decision taken (or not taken) as a result of any
person relying on or otherwise using this document or arising from any omission from it.

ISCA shall be entitled at any time, at its sole discretion and without prior notice, to add to, vary, update, terminate,
withdraw or suspend access to download and use of the whole or any part or content of the IFS without assigning
any reason; and access to or the download or use of the IFS may from time to time be interrupted or encounter
technical or other problems and may not necessarily continue uninterrupted or without technical or other errors,
and in any such event, ISCA shall not be liable for any loss, liability or damage which may be incurred as a result.

Copyright ©2020 by the Institute of Singapore Chartered Accountants. All rights reserved. No part of this publication
may be reproduced, stored in a retrieval system or transmitted, in electronic, mechanical, photocopying, recording
or otherwise, without the prior written permission from the Institute of Singapore Chartered Accountants.
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