
 

 

Observations by the Financial Statements Review Committee – 1 January 2010 –31 December 2010 
 

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 31 December 

2008, 31 December 2009 and up to 31 March 2010, 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 1.97 

 

 

 

 

 

 

 

FRS 1.112(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.  

 

In certain sets of financial statements reviewed, material items have been 

aggregated when these items were dissimilar in nature.  

 

Information to be presented in the statement of comprehensive income or 

in the notes 

When items of income or expense are material, an entity shall disclose 

their nature and amount separately.  

 

In several sets of financial statements reviewed, the nature (specific 

details) of material items of income and expense was not disclosed.  

 

Notes - Structure 

The notes shall inter alia: 

 

Provide information that is not presented elsewhere in the financial 

statements, 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.  
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In certain sets of financial statements reviewed, amounts owing to 

subsidiaries were offset against the cost of investment and other 

operating expenses were presented net which are not in compliance with 

FRS 1.32. 

 

 FRS 1.38 

 

Comparative Information 

Except when FRSs permit or require 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.  

 

 FRS 1.41 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.  

 

In certain sets of financial statements reviewed, it was mentioned that 

certain comparatives were reclassified but the information as prescribed 

in paragraphs (a)-(c) were not disclosed.  

 

 FRS 1.79 Information  to  be presented either on the statement of financial position 

or in the notes 

 

  An entity shall disclose the following, either in the statement of financial 

position or in the notes: 

 

  (a) for each class of share capital: 

 

(iii) par value per share, or that the shares have no par value; 

(v) the rights, preferences and restrictions attaching to that class 

including restrictions on the distribution of dividends and the 

repayment of capital. 

   

  In several sets of financial statements reviewed, the information as 

prescribed by FRS 1.79(a)(iii)&(v) was not disclosed.  

   

 FRS 1.122 Disclosure of accounting policies 

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

or other notes, the judgements, apart from those involving estimations (see 

paragraph 125) 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.  

   

 FRS 1.125 Sources of estimation uncertainty 

An entity shall disclose information about the assumptions it makes about 

the future, and other major sources of estimation uncertainty at the end of 

the reporting period, that have a significant risk of resulting in a material 

adjustment to the carrying amounts of assets and 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 end of the reporting period.  

 

  In several sets of financial statements reviewed there was a general 
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statement of significant estimates and judgements but the details of these 

significant estimates of uncertainty and judgements made and the carrying 

amounts of the related assets and liabilities were not disclosed. 

 

 FRS 1.134 

 

 

 

 

FRS 1.135 

Capital 

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 134, the entity discloses the following: 

 

(a) qualitative information about its objectives, policies and processes 

for managing capital, including: 

 

(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 several sets of financial statements reviewed, a generic statement of 

how the company manages its capital was disclosed. However, there were 

no specific qualitative and quantitative disclosures of what the company 

manages as capital.  

 

In certain sets of financial statements reviewed, there was disclosure that 

the company complied with externally imposed capital requirements but 

there was no mention of the nature of these capital requirements.  

 

2. FRS 7 

 

Cash Flow Statements 

 FRS 7.6 

 

 

 

 

 

FRS 7.7 

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.  

 

For an investment to qualify as a cash equivalent it must be readily 

convertible to a known amount of cash and be subject to an insignificant 

risk of changes in value.  Therefore, an investment normally qualifies as a 

cash equivalent only when it has a short maturity of, say, three months or 

less from the date of acquisition.  Equity investments are excluded from 
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cash equivalents unless they are, in substance, cash equivalents, for 

example in the case of preferred shares acquired within a short period of 

their maturity and with a specified redemption date. 

 

Cash or cash equivalents which are pledged to banks to secure credit 

facilities should not be included as cash and cash equivalents (CCE) in the 

cash flow statement as per FRS 7.6.  

 

Debt securities held to maturity with maturity date more than 3 months 

from the date of acquisition should not be included as CCE as per FRS 7.6 

& 7.7. 

   

 FRS 7.8 Bank borrowings are generally considered to be financing activities. 

However, in some countries, bank overdrafts which are repayable on 

demand form an integral part of an entity's cash management. In these 

circumstances, bank overdrafts are included as a component of cash and 

cash equivalents.  A characteristic of such banking arrangements is that 

the bank balance often fluctuates from being positive to overdrawn. 

 

  In certain sets of financial statements reviewed, it was observed that the 

bank overdraft was material for two consecutive years and the cash and 

cash equivalents (CCE) in the statements of cash flow were negative for 

both years after including the bank overdraft as CCE. In such cases, it is 

likely that the bank overdraft is used as a financing source and hence 

prima facie, the changes in the bank overdraft should be classified as 

financing activities in the statement of cash flow as per FRS 7.8. 

 

 FRS 7.17 (c) & (d) Financing activities 

The separate disclosure of cash flows arising from financing activities is 

important because it is useful in predicting claims on future cash flows by 

providers of capital to the enterprise. Examples of cash flows arising from 

financing activities are inter alia: 

(c) cash proceeds from short or long term borrowings 

(d) cash repayments of amounts borrowed. 

 

In certain sets of financial statements reviewed, the movements in non-

trade amounts due to related parties were classified as operating activities 

instead of financing activities in the statements of cash flows. In certain 

other cases, the cash proceeds from fresh borrowings were offset against 

repayments of existing borrowings. Such disclosures would not be in 

compliance with FRS 7.17(c) & (d).  

 

 FRS 7.28 Foreign currency cash flows 

Unrealised gains and losses arising from changes in foreign currency 

exchange rates are not cash flows.  However, the effect of exchange rate 

changes on cash and cash equivalents held or due in a foreign currency is 

reported in the cash flow statement in order to reconcile cash and cash 

equivalents at the beginning and the end of the period.  This amount is 

presented separately from cash flows from operating, investing and 

financing activities and includes the differences, if any, had those cash 

flows been reported at end of period exchange rates. 

 

In certain sets of financial statements reviewed, the above requirements (in 

italics) were not complied with. 
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3. FRS 8 

 

FRS 8.28 

Accounting policies, changes in accounting estimates and errors 

 

Disclosure 

There should be disclosure of whether there is any new & revised FRS & 

INT FRS adopted by the entity, which have a material effect on the 

financial statements as per FRS 8.28. 

 

  In certain sets of financial statements reviewed, there was disclosure that 

the entity has adopted the new & revised FRSs applicable for the current 

year, but there was not mention of whether the adoption of these new & 

revised FRSs have a material effect on the financial statements.  

 

 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.  

 

  In certain sets of financial statements reviewed, there was no disclosure of 

whether the new FRS & INT FRS issued but not effective have any 

possible impact on the entity’s financial statements in the period of initial 

application. In certain of other financial statements reviewed, some of the 

new FRS & INT FRS issued but not effective which were considered by 

the company and disclosed, were not relevant to the company.  

 

4. FRS 12 

 

Income Taxes 

 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  

 

(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. 

 

  In certain sets of financial statements reviewed, the tax reconciliation was 

incorrect. For example, certain items such as the effect of utilization of 

current year’s capital allowances should not be included in the tax 

reconciliation. This should have been effected in the current year’s tax 

expense. The over/under provision of tax was erroneously excluded from 

the tax reconciliations in certain sets of financial statements reviewed.  

 

 FRS 12.81(e) The following shall be disclosed separately: 

  The amount (and expiry date, if any) of deductible temporary differences, 

unused tax losses, and unused tax credits for which no deferred tax asset is 

recognised in the balance sheet. 

 

  In certain sets of financial statements reviewed, the nature of the deferred 

tax assets not recognized in the balance sheet was not disclosed in the 

various categories as set out  above.  
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5. FRS 16 

 

Property, Plant and Equipment (PPE) 

 

 FRS 16.51 The residual value and the useful life of an asset shall be reviewed at least 

at each financial year-end and, if expectations differ from previous 

estimates, the changes shall be accounted for as a change in an accounting 

estimate in accordance with FRS 8 Accounting Policies, Changes in 

Accounting Estimates and Errors. 

 

 FRS 16.61 The depreciation method applied to an asset shall be reviewed at least at 

each financial year-end and, if there has been a significant change in the 

expected pattern of consumption of the future economic benefits embodied 

in the asset, the method shall be changed to reflect the changed pattern.  

Such a change shall be accounted for as a change in an accounting 

estimate in accordance with FRS 8. 

 

  In certain sets of financial statements reviewed, the accounting policy on 

PPE and depreciation did not have the above disclosures.  

 

6. FRS 17 

 

Leases 

 FRS 17.35(d) 

 

 

A general description of the lessee’s significant leasing arrangements as 

stipulated in FRS 17.35(d) (i)-(iii) should be disclosed. 

 

 FRS 17.56 Lessors shall, in addition to meeting the requirements of FRS 32, 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. 

   

7. FRS 18 

FRS 18.35(b) 

Revenue 

An entity should disclose: 

  (b) the amount of each significant category of revenue recognised 

during the period including revenue arising from: 

 

(i) the sale of goods; 

(ii) the rendering of services; 

   

  In certain sets of financial statements reviewed the significant categories 

of revenue recognized during the period arising from the sale of goods and 

rendering of services were not disclosed. 

   

8. FRS 21 The Effects of Changes in Foreign Exchange Rates 

   

  The functional currency of the company should be disclosed as per FRS 

21. In certain sets of financial statements reviewed, the presentation 

currency of the company’s financial statements was disclosed but the 

functional currency was not disclosed.  

   

In certain consolidated financial statements reviewed, the Group’s 

functional currency was disclosed. A Group does not have a functional 

currency but the individual companies in the Group have their respective 

functional currencies.  
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9. FRS 23 Borrowing Costs 

   

 FRS 23.1 Borrowing costs that are directly attributable to the acquisition, 

construction or production of a qualifying asset form part of the cost of 

that asset. Other borrowing costs are recognised as an expense. 

 

  In certain financial statements reviewed, the policy on borrowing costs as 

mentioned above was not disclosed and in certain other statements, the 

policy on borrowing costs was incomplete.  

   

10. FRS 24 

 

Related Party Disclosures 

 

 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. 

 

  In certain sets of financial statements reviewed, the terms and conditions 

of the related party transactions were not disclosed.  

   

11. FRS 27 

 

Consolidated and Separate Financial Statements  

   

  

 

 

 

FRS 27.41(a) 

Disclosure 

The following disclosures shall be made in consolidated financial 

statements: 

 

The nature of the relationship between the parent and a subsidiary when 

the parent does not own, directly or indirectly through subsidiaries, more 

than one half of the voting power. 

 

 FRS 27.41(b) The reasons why the ownership, directly or indirectly through subsidiaries, 

of more than half of the voting or potential voting power of an investee 

does not constitute control.  

 

  In certain sets of financial statements reviewed, the above prescribed 

explanations were not disclosed. 

 

12. FRS 28 

 

FRS 28.37(c) 

Investments in Associates 

 

There shall be disclosure of the reasons why the presumption that an 

investor does not have significant influence is overcome if the investor 

holds, directly or indirectly through subsidiaries, less than 20 per cent of 

the voting or potential voting power of the investee but concludes that it 

has significant influence. 
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  The above prescribed information was not disclosed in certain sets of 

financial statements reviewed.  

   

13. FRS 32 

 

Financial Instruments: Presentation  

 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. In this respect, 

material prepayments should be disclosed separately from financial assets, 

as they do not qualify as financial instruments under FRS 32 & 39. 

 

14. FRS 107 Financial Instruments: Disclosures 

  

FRS 107.8 

 

Categories of financial assets and financial liabilities 

  The carrying amounts of each of the following categories, as defined in 

FRS 39, shall be disclosed either in the statement of financial position or 

in the notes: 

 

(a) financial assets at fair value through profit or loss, showing 

separately (i) those designated as such upon initial recognition and 

(ii) those classified as held for trading in accordance with FRS 39; 

(b) held-to-maturity investments; 

(c) loans and receivables; 

(d) available-for-sale financial assets; 

(e) financial liabilities at fair value through profit or loss, showing 

separately (i) those designated as such upon initial recognition and 

(ii) those classified as held for trading in accordance with FRS 39; 

and 

(f) financial liabilities measured at amortised cost. 

   

  In certain sets of financial statements reviewed, the above prescribed 

information was not disclosed.  

   

 FRS 107.27A Fair value 

  To make the disclosures required by paragraph 27B an entity shall classify 

fair value measurements using a fair value hierarchy that reflects the 

significance of the inputs used in making the measurements.  The fair 

value hierarchy shall have the following levels:  

(a) quoted prices (unadjusted) in active markets for identical assets 

or liabilities (Level 1); 

 

(b) inputs other than quoted prices included within Level 1 that are 

observable for the asset or liability, either directly (ie as prices) 

or indirectly (ie derived from prices) (Level 2); and  

 

(c) inputs for the asset or liability that are not based on observable 

market data (unobservable inputs) (Level 3).  

 

 FRS 107.27B For fair value measurements recognised in the statement of financial 
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position an entity shall disclose for each class of financial instruments:  

 

(a) the level in the fair value hierarchy into which the fair value 

measurements are categorised in their entirety, segregating fair 

value measurements in accordance with the levels defined in 

paragraph 27A.  

 

  In certain sets of financial statements reviewed, there was no disclosure of 

the level in the fair value hierarchy in which a particular class of financial 

instruments was classified.  

   

 FRS 107.36 Credit risk 

   

  An entity shall disclose by class of financial instrument: 

 

(a) the amount that best represents its maximum exposure to credit 

risk at the reporting date without taking account of any collateral 

held or other credit enhancements (e.g. netting agreements that do 

not qualify for offset in accordance with FRS 32); 

 

(b) in respect of the amount disclosed in (a), a description of 

collateral held as security and other credit enhancements; 

 

(c) information about the credit quality of financial assets that are 

neither past due nor impaired; and 

 

(d) the carrying amount of financial assets that would otherwise be 

past due or impaired whose terms have been renegotiated. 

 

  In several sets of financial statements reviewed, the information about the 

credit quality of financial assets that are neither past due nor impaired has 

not been disclosed.  

   

 FRS 107.37 Financial assets that are either past due or impaired 

 

  An entity shall disclose by class of financial asset: 

 

(a) an analysis of the age of financial assets that are past due as at the 

end of the reporting period but not impaired; 

 

(b) an analysis of financial assets that are individually determined to 

be impaired as at the end of the reporting period, including the 

factors the entity considered in determining that they are 

impaired; and 

 

(c) for the amounts disclosed in (a) and (b), a description of collateral 

held by the entity as security and other credit enhancements and, 

unless impracticable, an estimate of their fair value. 

 

  In certain sets of financial statements reviewed, there was no disclosure of 

the aging analysis of trade debts past due but not impaired. In other sets of 

financial statements reviewed, the factors that the entity had considered in 

determining that the trade debts were impaired had not been disclosed.  

   

 FRS 107.39 Liquidity risk 

An entity shall disclose: 

 

(a) a maturity analysis for non-derivative financial liabilities 
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(including issued financial guarantee contracts) that shows the 

remaining contractual maturities.  

 

(b) a maturity analysis for derivative financial liabilities.  The 

maturity analysis shall include the remaining contractual 

maturities for those derivative financial liabilities for which 

contractual maturities are essential for an understanding of the 

timing of the cash flows (see paragraph B11B). 

 

(c) a description of how it manages the liquidity risk inherent in (a) 

and (b). 

 

 FRS 107 Appendix 

B11D 

The contractual amounts disclosed in the maturity analyses as required by 

paragraph 39(a) and (b) 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 

statement of financial position because the amount in that statement is 

based on discounted cash flows. 

 

In several sets of financial statements reviewed, it was observed that the 

undiscounted contractual cash flows as mentioned above were not 

disclosed.  

   

 FRS 107.40 Sensitivity analysis 

 

  Unless an entity complies with paragraph 41, it shall disclose: 

 

(a) a sensitivity analysis for each type of market risk to which the 

entity is exposed at the end of the reporting period, showing how 

profit or loss and equity would have been affected by changes in 

the relevant risk variable that were reasonably possible at that 

date; 

 

(b) the methods and assumptions used in preparing the sensitivity 

analysis; and 

 

(c) changes from the previous period in the methods and assumptions 

used, and the reasons for such changes. 

 

  In several sets of financial statements reviewed, sensitivity analysis of 

certain types of market risks such as changes in foreign exchange rates and 

interest rates were not disclosed. 
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15. FRS 33 Earnings per share 

   

 FRS 33.73 If an entity discloses, in addition to basic and diluted earnings per share, 

amounts per share using a reported component of the statement of 

comprehensive income other than one required by this Standard, such 

amounts shall be calculated using the weighted average number of 

ordinary shares determined in accordance with this Standard.  Basic and 

diluted amounts per share relating to such a component shall be disclosed 

with equal prominence and presented in the notes.   

   

  In certain sets of financial statements reviewed the earnings per share 

before exceptional items were disclosed on the face of the Statement of 

Comprehensive Income instead of in the notes to the financial statements. 

Such disclosure would not be in compliance with FRS 33.73. 

   

16. FRS 36 Impairment of assets 

   

 FRS 36.130(a) 

 

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.  

 

In several sets of financial statements reviewed, the events and 

circumstances that led to the recognition or reversal of each material 

impairment loss were not disclosed.  

 FRS 36.130(e)-(g) (e)  whether the recoverable amount of the asset (cash-generating 

unit) is its fair value less costs to sell or its value in use. 

(f)  if recoverable amount is fair value less costs to sell, the basis used 

to determine fair value less costs to sell (such as whether fair 

value was determined by reference to an active market). 

(g)  if recoverable amount is value in use, the discount rate(s) used in 

the current estimate and previous estimate (if any) of value in use. 

 

  In certain sets of financial statements reviewed, the above information as 

prescribed in (e)-(g) was not disclosed. 

   

17. FRS 37 

 

 

FRS 37.10 

Provisions, Contingent Liabilities and Contingent Assets 

Definitions 

 

If letters of credit, bank guarantees issued, performance bonds and security 

bonds do not satisfy the criteria for contingent liabilities as delineated in 

FRS 37.10, they should not be disclosed as contingent liabilities. 

 

In certain sets of financial statements reviewed, the above items, which did 

not satisfy the criteria for contingent liabilities as delineated in FRS 37.10, 

were disclosed as contingent liabilities.  

   

18. FRS 39 Financial instruments: Recognition and measurement 

 

 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 
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FRS 39.47 

 

defined in FRS 39.9 at amortised cost using the effective interest method 

 

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. 

   

  In certain sets of financial statements reviewed, the policy on trade and 

other payables was disclosed but the policy on borrowings was not 

disclosed. Borrowings and trade and other payables are two separate 

categories and their policies should be separately disclosed especially if 

both types of financial liabilities are material in relation to the financial 

position of the entity.  

   

19. FRS 40 Investment Property 

 

 FRS 40.79(e) Disclosure - Cost Model 

 

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.  

 

In the exceptional cases described in paragraph 53, when an entity cannot 

determine the fair value of the investment property reliably, it shall 

disclose: 

(i) a description of the investment property; 

(ii) an explanation of why fair value cannot be determined reliably; 

and 

(iii) if possible, the range of estimates within which fair value is highly 

likely to lie. 

 

  In certain sets of financial statements reviewed, the fair values of the 

investment properties were not disclosed. There was also no disclosure of 

the reasons as to why the fair values of certain properties cannot be 

determined reliably.  

 

  Disclosure 

Fair Value Model and Cost Model 

 FRS 40.75(f) An entity shall disclose inter alia: 

 

(f) the amounts recognised in profit or loss for: 

(i) rental income from investment property; 

(ii) direct operating expenses (including repairs and 

maintenance) arising from investment property that 

generated rental income during the period. 

  (iii) direct operating expenses (including repairs and 

maintenance) arising from investment property that did 

not generate rental income during the period. 

 

  In certain sets of financial statements reviewed, the direct operating 

expenses as specified in FRS 40.75(f) (ii) & (iii) were not disclosed. The 

direct operating expenses were not split between expenses in respect of 

properties which generated rental income and properties that did not 

generate rental income.  
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20. FRS 108 Operating Segments 

   

 FRS 108.23 An entity shall report a measure of total assets and liabilities for each 

reportable segment if such amounts are regularly provided to the chief 

operating decision maker.  

 

In certain sets of financial statements reviewed the revenue was reported 

on a segmental basis by product and by geographical region. However 

there was no disclosure of the total assets and liabilities by each reportable 

segment and the explanation that the group was unable to allocate segment 

assets and liabilities would be inconsistent with the requirements of FRS 

108. 

   

 FRS 108.34 An entity shall provide information about the extent of its reliance on its 

major customers. If revenues from transactions with a single external 

customer amount to 10 per cent or more of an entity’s revenues, the entity 

shall disclose that fact, the total amount of revenues from each such 

customer, and the identity of the segment or segments reporting the 

revenues. The entity need not disclose the identity of a major customer or 

the amount of revenues that each segment reports from that customer. For 

the purposes of this FRS, a group of entities known to a reporting entity to 

be under common control shall be considered a single customer, a 

government (national, state, provincial, territorial, local or foreign) and 

entities known to the reporting entity to be under the control of that 

government shall be considered a single customer. 

   

 Singapore 

Standards on 

Auditing (SSAs) 

Observations 

   

1. SSA 570 Going concern 

 

 SSA 570.18 Use of going concern assumption appropriate but a material uncertainty 

exits 

   

  If the auditor concludes that the use of the going concern assumption is 

appropriate in the circumstances but a material uncertainty exists, the 

auditor shall determine whether the financial statements:  

 

(a) Adequately describe the principal events or conditions that may 

cast significant doubt on the entity’s ability to continue as a going 

concern and management’s plans to deal with these events or 

conditions; and  

(b) Disclose clearly that there is a material uncertainty related to 

events or conditions that may cast significant doubt on the entity’s 

ability to continue as a going concern and, therefore, that it may 

be unable to realize its assets and discharge its liabilities in the 

normal course of business.  

 

In certain sets of financial statements reviewed, the required information 

as per paragraphs (a) or (b) above was not adequately disclosed in the 

notes to the financial statements when the auditor expressed an 

unmodified opinion and included an Emphasis of Matter paragraph in the 

auditor’s report. Please also refer to an extract of FRS 1.25 on Going 

Concern as follows: 

 

 FRS 1.25 When preparing financial statements, management shall make an 
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assessment of an entity’s ability to continue as a going concern. An entity 

shall prepare financial statements on a going concern basis unless 

management either intends to liquidate the entity or to cease trading, or 

has no realistic alternative but to do so.  When management is aware, in 

making its assessment, of material uncertainties related to events or 

conditions that may cast significant doubt upon the entity’s ability to 

continue as a going concern, the entity shall disclose those uncertainties.  

   

  In certain sets of financial statements reviewed, the material uncertainties 

related to the events or conditions as mentioned above were not adequately 

disclosed in the notes to the financial statements.  

 

2. SSA 700 Forming an opinion and reporting on financial statements 

   

 SSA 700.26 The auditor’s report shall describe management’s responsibility for the 

preparation of the financial statements. The description shall include an 

explanation that management is responsible for the preparation of the 

financial statements in accordance with the applicable financial reporting 

framework, and for such internal control as it determines is necessary to 

enable the preparation of financial statements that are free from material 

misstatement, whether due to fraud or error.  

 

  For certain audit reports on financial statements for periods beginning 1 

January 2009 reviewed by the FSRC, it was noted that the management’s 

responsibility for devising and maintaining a system of internal accounting 

controls was omitted.  

   

   

   

   

   

   

 


