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Factsheet on ISCA-NBS Survey: Getting Ready for FRS116 (Leases)  

 

Ahead of the new Singapore leases standard FRS 116 Leases, which comes into effect 

January 2019, companies need to start making preparations for its adoption and 

implementation. However, a study by the Institute of Singapore Chartered Accountants 

(ISCA) and Nanyang Business School (NBS) has found that while 72% of companies 

surveyed had shown a good level of awareness of the new standard, more than half 

(53%) have not started preparing for it.   

 

Under the FRS 116, financial statements of companies who lease assets (also known 

as “lessees”) will be made more comparable and transparent as lease assets and 

liabilities are recorded on the balance sheet. However, adopting and implementing  

FRS 116 could be challenging for businesses, especially those with a significant 

number of lease contracts. Some of the challenges that these businesses may 

encounter include having to create a centralised database of their lease contracts and 

transactions, and updating or modifying their existing accounting information system to 

cope with the requirements of FRS 116.  

 

The study found:  

 

Good Level of Awareness of FRS 116: Majority of the companies appeared to 

possess a good level of awareness of the key changes to leases accounting under FRS 

116, with  72% of respondents having answered at least four out of five questions about 

the standard correctly. 

 

Half of the Companies Have Not Started Preparations for Adoption and 

Implementation of  FRS 116: 53% of companies have not started making preparations 

to adopt and implement FRS 116. 68% of the companies that have not started 

preparation are non-listed companies.  
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The top three areas which companies have not made any preparations are:  

(i) Upgrade and modification of the organisation’s accounting information system 

for FRS 116 (62%), 

(ii) Analysis of FRS 116 tax considerations and implications (60%); and  

(iii) Preparation and approval of an implementation road map for FRS 116 (57%).  

 

Adoption and Implementation of FRS 116 is Considered a Moderate to Major 

Challenge and a Costly Exercise:   54% of the companies considered the challenge in 

adopting and implementing FRS 116 to be moderate to major. Companies reported that 

the two top challenges were educating investors and internal stakeholders, and 

ensuring proper lease accounting treatment and adequate documentation. While more 

than half (69%) of the companies agreed that FRS 116 would result in more relevant, 

faithful, transparent and comparable financial statements, a large percentage (78% ) of 

companies indicated that FRS 116 will require significant implementation costs. Hence, 

only half (52%) of the companies were convinced that FRS 116 would be beneficial to 

users and the market and almost a third of the companies were uncertain  

 

Companies’ Borrowing Costs Expected to Increase: Given that companies’ financial 

ratios such as gearing ratio and current ratio would deteriorate under FRS 116, a large 

percentage (62%) of companies indicated that they expected interest rates for new 

debts to increase. Almost a third (28%) of the companies were uncertain about the 

impact of FRS 116 on existing debts. It is important for companies to critically evaluate 

the financial impact of FRS 116 on existing loans and renegotiate the loan agreements, 

if necessary.  

 

Expected Changes in Business Practices: The expected change in business 

practices arising from FRS 116 includes reduction in “sale and lease back” transactions, 

increase in “borrow and buy” over leasing of assets, increase in the number of short – 

term leases (that is, lease period of less than 12 months) and preference for service 
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contracts instead of leases of assets. 81% of companies surveyed also indicated that 

more audit work is expected under FRS 116 as new assets and liabilities are 

recognised on the balance sheet. 

 

About the ISCA-NBS “Getting Ready for FRS116 (Leases)” Survey  

 

The ISCA-NBS “Getting Ready for FRS116 (Leases)” survey seeks to understand how 

ready companies are for FRS 116 and what are the implementation challenges they 

face in implementing the new leases accounting standard. Data from 68 companies was 

collected using an online survey issued from May to June 2016 to ISCA members 

holding senior management positions in companies.  
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