
 
 

 

  
     

  

 
 

 

 
   

  

 

Financial Reporting Matters 
AUDIT June 2009 Issue 27 

The IASB continues to work towards addressing the financial reporting issues arising from the global 
financial crisis. In this issue, we provide an update on IASB’s activities and discuss two resulting 
amendments to financial reporting standards already adopted in Singapore. 

We also highlight the major changes in our local scene.  This includes recent changes to the SGX 
Listing Manual and new presentation and disclosure requirements for all financial statement 
announcements to be released via SGXNet. In addition, we look at the new strategic direction of ASC 
to fully converge FRS with IFRS for Singapore-incorporated companies listed on the SGX by 2012. 

Lastly, we summarise the adoption of the revised International Standards on Auditing and how it 
impacts our work and our clients. 
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In recent months, political leaders around the world have given much attention to 
accounting standards.  All eyes are on the IASB to ensure globally consistent and 
appropriate responses to the crisis by the end of 2009.  In this issue, we provide 
an update on IASB’s progress to address the global financial crisis and summarise 
the new projects added to their activities, in response to recommendations made 
at the G20 Summit held on 2 April 2009.  

One of the direct responses to the financial crisis is the issuance of amendments 
to FRS 107 Financial Instruments:  Disclosures – Improving Disclosures about 
Financial Instruments. The amendments aim to improve the disclosures of fair 
value measurements and liquidity risks for financial instruments, and is effective 
from 1 January 2009.  We summarise the revised disclosure requirements with 
illustrative examples.  We also discuss the recent amendments to clarify the 
accounting for embedded derivatives when financial assets are reclassified out of 
the ‘fair value through profit or loss’ category. 

At the KPMG Asia-Pacific IFRS Conference in Singapore on the 27 and 28 May 
2009, the Singapore Minister for Finance announced the ASC’s decision to fully 
converge Singapore FRS with IFRS by 2012.  In this issue, we discuss how this 
convergence will affect listed companies in Singapore. 

The SGX has recently announced changes to the information required for financial 
statements announcements; the aim is to align the changes with the presentation 
and disclosure requirements of FRS 1 (revised) Presentation of Financial 
Statements and FRS 108 Operating Segments. The SGX also implemented new 
securities listing rules and revised existing ones with the objective of heightening 
market efficiency. In this issue, we summarise some of the key changes.  

Audits of financial statements with annual periods beginning on or after 15 
December 2009 will be conducted using the clarified International Standards on 
Auditing.  We discuss how this impacts our work as auditors and our clients. 
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A. IASB’s response to the global financial crisis – an update 

The formation of the FCAG 

Leaders from the G20 countries recognise the important role that financial 
reporting standards play in achieving international financial stability. They have 
emphasised the need to improve accounting guidance.  They have called upon 
accounting standard setters to provide more transparency and comparability of 
financial information for investors and participants in capital markets, as part of 
the plan for stimulating recovery of the global economy. 

At the April 2009 meeting, the G20 called on accounting standard setters to work 
urgently with supervisors and regulators to improve standards on valuation and 
loan loss provisioning, and to achieve a single set of high quality global accounting 
standards. Accounting standard setters were asked to take action by the end of 
2009. 

The IASB has, in response to the G20 and the Financial Stability Forum (FSF) 
recommendations, accelerated or added to its outstanding projects. These 
projects include: 
•	 Formation of the Financial Crisis Advisory Group (FCAG) 
•	 Improving the accounting for off-balance sheet vehicles 
•	 Improving disclosures about fair value and liquidity risks 
•.	 Improving standards on fair value measurement 
•	 Addressing issues surrounding the impairment of available-for-sale (AFS) 

equity securities 

We summarise the progress that the IASB has made to-date on those key 
projects since our Credit Crisis Special Report issued in November 2008 and 
January 2009, and the new projects added by the IASB in response to 
recommendations made at the G20 Summit held on 2 April 2009. 

i.   Update on IASB’s activities in response to the financial crisis 

Brief summary 
The IASB and the FASB (the boards) jointly set up the FCAG to consider financial 
reporting issues arising from the global financial crisis.  The FCAG will advise the 
boards about the standard-setting implications and potential changes to the global 
regulatory environment. 

Progress to-date 
In March 2009, the FCAG requested public input on a number of questions 
relating to the financial crisis.  This includes: 
•	 Any circumstances in which financial reporting has helped identify issues of 

concern during the global financial crisis 
•	 If different loan provisioning requirements were required by prudential 

regulators, how the difference of such requirements compared to IFRS 
should be reflected in the financial statements 

•	 Whether issues surrounding off-balance sheet accounting have been more 
contributory to the financial crisis than fair value accounting issues 

•	 Whether a mixed attribute model or a full fair value model would be 
supported for accounting for financial instruments  

The FCAG met on 20 April 2009 to review the responses received from the input 
request. The FCAG plans to issue a report by July 2009 in which the boards will 
respond to its recommendations. 
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Improving the accounting for off-
balance sheet vehicles 

Improving disclosures about fair 
value and liquidity risks 

Improving standards on fair value 
measurement 

i.   Update on IASB’s activities in response to the financial crisis (continued) 

Brief summary 
The consolidation project addresses situations where entities may not have 
accounted for all the entities they control, such as certain special purpose entities 
used for securitisation transactions. 

The derecognition project addresses concerns that some entities may have 
stopped accounting for assets they still control. 

Progress to-date 
The consolidation project: The IASB is deliberating on the feedback received 
from the public on the proposed guidance.  We discussed the “single control 
model” in the proposed consolidation guidance in Financial Reporting Matters – 
March 2009. 

The derecognition project: A proposed guidance was issued on 3 March 2009 for 
public comment by 31 July 2009.  In Singapore, the ASC issued the same 
proposal for comment by 17 June 2009.  

The highlight of the proposed guidance relates to the derecognition rules for 
financial assets.  The proposed approach is different from the current 
requirements; it does not combine elements of several derecognition concepts 
but rather, it focuses on a single element - control. If an entity transfers a financial 
asset with a repurchase agreement, then derecognition could be required if the 
transfer involves a financial asset that is readily obtainable. 

Brief summary 
Users of financial statements may need more information on how entities have 
estimated the fair value of their financial instruments when there is limited market 
data to support those estimates.  In addition, existing disclosure requirements for 
liquidity risk do not focus on essentials. 

Progress to-date 
The IASB published the final amendments to improve disclosures about financial 
instruments on 5 March 2009.  Entities are required to apply the amended 
disclosure requirements for annual periods beginning on or after 1 January 2009.  

In Singapore, the ASC has issued the same amendments with the same effective 
dates. For a more detailed discussion of the amendments, please refer to section 
B of this publication. 

Brief summary 
Currently, guidance on how to measure fair value is dispersed across standards 
and is in some cases, inconsistent.  

Progress to-date 
In March 2009, the IASB published a request for views on a proposal from the 
FASB that dealt with fair value measurement.  This FASB proposal (FSP 157-e 
Determining Whether a Market is Not Active and a Transaction is Not Distressed) 
contains suggested additional guidance on determining whether a market for a 
financial asset is inactive; if inactive, whether a quoted price in such markets is 
associated with a distressed transaction.  In the event that the quoted price is 
determined to be associated with a distressed transaction, the entity would be 
required to use a valuation technique to measure the fair value of the financial 
asset. The FASB subsequently issued the proposal as final guidance on 2 April 
2009. 
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Improving standards on fair value 
measurement 

Addressing issues surrounding the 
impairment of AFS equity securities 

i.   Update on IASB’s activities in response to the financial crisis (continued) 

The IASB deliberated and came to the conclusion that the guidance on fair value 
measurement issued by the FASB was consistent with existing guidance in IFRSs 
contained in the IASB’s Expert Advisory Panel Report: Measuring and disclosing 
the fair value of financial instruments in markets that are no longer active. 

To ensure ongoing consistency in the application of IFRSs and US GAAP, the 
IASB included relevant guidance from the FSP in the IASB’s ED on fair value 
measurement which was issued on 28 May 2009. The IASB has invited interested 
parties to comment on this ED by 28 September 2009. The IASB’s objective for 
the ED is to establish a single source of guidance for all fair value measurements 
required or permitted by existing IFRS.  

Brief summary 
Investments in quoted AFS equity securities are presently considered to be 
impaired based on the “significant or prolonged” criterion as well as other criteria.  
Impairment loss recognised on AFS equity securities is charged to the profit or 
loss and cannot be reversed. 

Progress to-date 
In May 2009, IFRIC received a request to provide guidance on the meaning of 
“significant or prolonged” since there appears to be significant diversity in 
practice. 

Although the IFRIC recognised this, it decided not to add the request to its 
agenda since it noted that the IASB has accelerated its project to develop a 
replacement for IAS 39 in the coming year. 

IFRIC however, commented on five particular practices where the application of 
the significant or prolonged criterion are inconsistent with IAS 39: 

Examples of practices found that are 
inconsistent with IAS 39 

IFRIC’s comments on these practices 

There is objective evidence of 
impairment when the decline in value is 
significant and prolonged. 

Either a significant or a prolonged decline is sufficient to require the recognition 
of an impairment loss. 

A significant or prolonged decline is 
only an indicator of possible 
impairment. 

A significant or prolonged decline in fair value is an objective evidence of 
impairment and when such a decline exists, an impairment loss must be 
recognised. 

The AFS investment is not impaired if An anticipated market recovery is not relevant to the assessment of 
the decline in value is in line with the ‘prolonged’.  Each equity investment is unique and must be considered 
overall level of decline in the relevant separately for impairment. The existence of a significant or prolonged decline 
market. cannot be overcome by forecasts of an expected recovery of market values 

regardless of their expected timing. 

The significant or prolonged criterion is 
assessed in the currency of the equity 
investment. 

The significant or prolonged criterion must be assessed in the functional 
currency of the entity holding the instrument because this is how any 
impairment loss is determined. 

The significant or prolonged assessment Although an entity may develop internal guidance to assist it in determining the 
is based on the entity’s accounting existence of impairment, the significant or prolonged assessment is based on 
policy which should be applied on a fact that requires the application of judgement rather than being a choice of 
consistent basis. accounting policy. 
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Reducing the complexity of 
accounting standards for financial 
instruments 

Reviewing the accounting for loan 
loss provisioning 

ii. New projects added to the IASB’s activities 

In addition to completing the projects as described previously, the IASB decided to 
accelerate the timeline of two other projects.  The original anticipated completion 
dates were brought forward to the end of 2009.  This decision is consistent with 
the timetable of the G20 recommendations. These two projects are: 
• Reducing the complexity of accounting standards for financial instruments 
• Reviewing the accounting for loan loss provisioning 

In March 2009, the IASB published a request for views on a proposal from the 
FASB that dealt with impairment of financial assets and on fair value 
measurement.  The FASB’s guidance on impairment of financial assets required 
an entity to recognise an impairment: (i) if it is possible that it will not collect all 
contracted cash flows or, (ii) if it is more likely than not that the entity will dispose 
of the debt security before the entity can recover its cost.  

Generally, the IFRS and the US GAAP have multiple and different impairment 
models that relate to different financial assets types in different ways.  The 
‘triggers’ that initiate an impairment and the circumstances in which reversals of 
an impairment are allowed also differ.  

Recognising the need for rapid consideration of these issues, the IASB will work 
jointly with the FASB to replace the existing financial instruments standards with a 
single common and globally-accepted standard.  The aim is to address issues 
arising from the financial crisis in a comprehensive manner.   

Together with the FASB, the IASB will initiate an urgent review on accounting for 
loan loss provisioning.  Financial institutions have been measuring allowances for 
bad loans with a greater emphasis on historical loss experience. Loan losses 
should incorporate the impact of changes in current factors into the 
methodologies used to determine the provisions earlier in the credit cycle.  The 
boards will work with the Basel Committee on Banking Supervision to consider 
ways to reduce disincentives for financial institutions and establish appropriate 
provisions for loan losses.  A proposal is estimated to be published for public 
comments by October 2009. 
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B. 	 Amendments to FRS 107 Financial Instruments: Disclosures – 
Improving Disclosures about Financial Instruments 

On 8 April 2009, the ASC issued amendments to FRS 107 Financial Instruments:  
Disclosures - Improving Disclosures about Financial Instruments.  It aims to 
enhance the disclosures on fair value measurements and liquidity risks for 
financial instruments. 

The amendments require disclosures of financial instruments measured at fair 
value to be based on a ‘three-level’ fair value hierarchy that reflects the 
significance of the inputs in such fair value measurements.  The amendments also 
require additional qualitative and quantitative disclosures of liquidity risks. 

The amendments are a result of the current market conditions which have 
increased the focus on the need for transparency regarding the entities’ financial 
instruments and the significance of those instruments to its financial performance 
and cash flows. 

When are the amendments effective?	 The amendments are effective for annual periods beginning on or after 1 January 
2009 and earlier adoption is permitted.  In the first year of application, comparative 
information is not required. 

i.  Fair value measurements disclosures 

What are the three levels in the fair The amendments require the disclosure of how the fair value of financial 
value hierarchy? instruments are measured using a ‘three-level’ fair value hierarchy.  This is to 

inform users of the relative accuracy of each valuation. 

	 Level 1 is the highest level – fair values are measured based on quoted 
prices (unadjusted) from active markets for identical financial instruments. 

	 Level 2 is the next level – fair values are measured using inputs, other than 
those used for Level 1, that are observable for the financial instruments either 
directly (prices) or indirectly (derived from prices). 

	 Level 3 is the lowest level – fair values are measured using inputs which are 
not based on observable market data (unobservable input).  

How do we determine the The level in the fair value hierarchy, within which the fair value measurement is 
appropriate fair value level for a categorised in its entirety, is determined based on the lowest level input that is 

financial instrument? significant to the fair value measurement.  

For instance, if a fair value measurement of a particular financial instrument uses 
observable inputs (Level 2) that require significant adjustment based on 
unobservable inputs (Level 3), that financial instrument would be classified in 
Level 3, notwithstanding that Level 2 inputs had been used.  Therefore, for this 
purpose, judgement would be required in assessing which inputs are significant to 
the fair value measurement disclosure. 



 

 

 

Financial Reporting Matters    7 

What are the disclosure 
requirements for fair value 
measurements? 

For fair value measurements recognised in the statement of financial position 
(balance sheet), the amendments require an entity to disclose, for each class of 
financial instruments: 

•	 The level in the fair value hierarchy into which the fair value measurements 
are categorised in their entirety (see Table 1) 

•	 ‘Significant’ transfers between Level 1 and Level 2 of the fair value 
hierarchy, and the reasons for those transfers, with transfers into each level 
being disclosed and discussed separately from transfers out of each level 
(see Table 2) 

•	 When fair value measurements are categorised in Level 3 in the fair value 
hierarchy, a reconciliation disclosing separately the changes in the period 
attributable to the following (see Table 3): 
- Total gains or losses recognised in profit or loss and a description of where 

they have been presented in the statement of comprehensive income (or 
in the separate income statement) 

-	 Total gains or losses recognised in other comprehensive income 
-	 Purchases, sales, issues and settlements, each type of which has to be 

disclosed separately 
-	 Transfers into and/or out of Level 3.  For example, transfer attributable to 

changes in the observability of market data and the reasons for such 
transfers 

•	 For each class of financial instruments in the Level 3 category, the 
amendments require disclosure of: 
- The amount of total gains or losses for the period included in profit or loss 

(i) that are attributable to gains or losses relating to those assets and 
liabilities held at the end of the reporting period; and (ii) where such 
amounts have been presented in the statement of comprehensive income 
or the separate income statement (see Table 4) 

-	 Significant effect on the fair value measurements if one or more of the 
inputs to reasonably possible alternative assumptions is changed to a 
reasonably possible alternative assumption and how the effect of such a 
change is calculated (see Table 5) 

Example disclosures for financial assets illustrating the requirements of the 
amendments are set out in the tables below.  Please note that similar tables may 
be presented for financial liabilities. 

Table 1: Financial assets measured at fair value (FRS 107.27B(a)) 

Fair value measurement at the end of the reporting period using: 

Level 3 
$’000 

Level 2 
$’000 

Level 1 
$’000 

31/12/2009 
$’000 

Financial assets at fair value 
through profit or loss 

Debt securities 970 280 420 270 

Derivatives 500 150 350 -

Available for sale financial assets 

Debt securities 530 260 190 80 

Equity securities 670 580 90 -

Total 2,670 1,270 1,050 350 
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Table 2: Significant transfers between Level 1 and Level 2 for financial assets measured at fair value 
(FRS 107.27B(b)) 

During the year, debt securities accounted for at fair value through profit or loss and as available for sale amounting to 
$100,000 and $85,000 respectively, were transferred from Level 1 to Level 2.  This was due to a decrease in the trading 
activities resulting from the illiquidity in the market affected by the current financial crisis.  Instead, pricing inputs, other 
than quoted market prices, which were directly observable had been used in the fair valuation of the affected debt 
securities. 

Table 3: Financial assets at fair value based on Level 3 (FRS 107.27B(c) &(d)) 

Fair value measurement at the end of the reporting period: 

Financial assets at 
fair value through 

profit or loss 

Available for sale 
financial assets Total 

Debt securities 
$’000 

Debt securities 
$’000 

$’000 

At 1 January 2009 300 100 400 

Total gains or losses in profit or loss (50) - (50) 

Total gains or losses in other 
comprehensive income - (30) (30) 

Purchases 30 - 30 

Issues - - -

Settlements (30) - (30) 

Transfers into Level 3 (i) 20 20 40 

Transfers out of Level 3 (ii) - (10) (10) 

At 31 December 2009 270 80 350 

(i)	 $40,000 of financial assets, comprising $20,000 of debt securities at fair value through profit or loss: $20,000 of 
available for sale debt securities were transferred from Level 2 to Level 3 as the availability of observable pricing inputs 
continued to decline due to the current financial crisis. 

(i)	 $10,000 of financial assets comprising $10,000 of available for sale debt securities were transferred from Level 3 to 
Level 2 as valuation methodology inputs considered not to be unobservable were determined not to be significant to 
the overall valuation. 
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Table 4: Financial assets at fair value based on Level 3 (FRS 107.27B (c)(i) & (d)) 

Total
Available for sale 
financial assets 

Financial assets at 
fair value through 

profit or loss 

$’000 
Equity 

securities 
$’000 

Debt 
securities 

$’000 

Derivatives 
$’000 

Debt 
securities 

$’000 

Fair value measurement at the end of the reporting period: 

Total gains or losses for the period 
included in profit or loss for financial 
assets held at the end of the 
reporting period 

(30) (20) 
- -

(50) 

Gains and losses included in profit or loss for the period (above) are presented in other 
income as follows: 

Other income 
$’000 

Total gains and losses included in profit or loss for the period (90) 

Total gains and losses for the period included in profit or loss for financial assets held at the 
end of the reporting period (50) 

Table 5: Financial assets at fair value based on Level 3 (FRS 107.27B(e)) 

The debt securities that are recorded in the Level 3 category comprise private debt securities that trade infrequently.  As a 
result, the fair value of these debt securities are measured using valuation techniques that incorporate assumptions that 
are not evidenced by prices from observable current market transactions .  Instead, they are based on “unobservable” 
inputs reflecting management’s “own assumptions” about the way assets would be priced. 

The following table shows the sensitivity of the fair values of debt securities to reasonably possible alternative 
assumptions: 

Effect on fair value: 

Fair value 
$’000 

Favourable changes 
$’000 

Unfavourable changes 
$’000 

Financial assets at fair value 
through profit or loss 

Debt securities 270 5 (7) 

Available for sale financial assets 

Debt securities 80 4 (5) 

Net portfolio of debt securities in 
Level 3 that are sensitive to 
management’s alternative 
assumptions 

350 9 (12) 
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ii.    Liquidity risks disclosures 

What are the key amendments to the 
liquidity risks disclosures? 

Why are some derivative financial 
liabilities included in the maturity 
analysis and others are not? 

The amendments to FRS 107 also aim to enhance disclosures in relation to 
liquidity risks.  The key changes pertain to: 
(a)	 The scope of liquidity risk disclosures 
(b)	 Derivative financial liabilities 
(c)	 Issued financial guarantee contracts 
(d)	 Additional disclosures required if there are changes to estimated cash flows 
(e)	 Financial assets as part of managing liquidity risk 

(a) The scope of liquidity risk disclosures 

The definition of liquidity risk was amended to clarify that liquidity risk disclosures 
are required only for financial liabilities that will result in an outflow of cash or 
another financial asset. 

Therefore, the disclosure requirements would not apply to, for example, financial 
liabilities that will be settled in the entity’s own equity instruments, such as  
preference shares that allow the entity to settle in a variable number of its own 
shares. 

(b) Derivative financial liabilities 

In accordance with the previous FRS 107, an entity would disclose a quantitative 
maturity analysis for financial liabilities according to the remaining contractual 
maturities. However, some entities do not manage their liquidity risks for 
derivative financial liabilities based on remaining contractual liabilities.  FRS 107 
was amended to exclude derivative financial liabilities from maturity analysis 
disclosure unless the contractual maturities are necessary for the understanding 
of the timing of the cash flows. 

Examples of derivative financial liabilities that would be included in the maturity 
analysis are: 
•	 Loan commitments 
•	 An interest rate swap with a remaining maturity of five years in a cash flow 

hedge of a variable financial asset or liability 

An example of a derivative financial liability that would not be included in the 
maturity analysis are derivatives that are held for trading purposes.  This is 
because the contractual maturities are not necessary for the understanding of the 
timing of the cash flows.  
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How should financial guarantee 
contracts be included in the maturity 
analysis? 

Are these amendments aligned with 
IFRS? 

(c) Issued financial guarantee contracts 

Issued financial guarantee contracts that are within the scope of FRS 39 should be 
included in the contractual maturity analysis. 

The amount presented in the maturity analysis should be based on the maximum 
amount of the guarantee, in the earliest period in which such a guarantee could be 
called. 

(d) Additional disclosures required if there are changes to estimated 
cash flows 

Additional disclosures are required in the summary quantitative data about 
exposures to liquidity risk.  If the estimated cash flows included in the maturity 
analysis could occur either significantly earlier than indicated in the maturity 
analysis, or at significantly different amounts, then this fact should be disclosed.  
In addition, further quantitative information should be provided to enable users to 
evaluate the extent of this risk. 

For example, if the cash flows for a derivative are included on a net basis but the 
counterparty has the option to require gross settlement, the entity should provide 
additional quantitative data on the gross cash flows for derivatives disclosed on a 
net basis. This is even though the entity may be expected to settle on a gross 
basis. 

(e) Financial assets as part of managing liquidity risk 

Appropriate disclosures in the maturity analysis are required for an entity’s 
financial assets that are held for managing liquidity risks if such information 
enables users to evaluate the nature and extent of the liquidity risk.  This would 
include information on financial assets that are readily saleable or expected to 
generate cash inflows to meet the cash outflows on financial liabilities. 

Yes, these amendments are the same as those in IFRS 7 issued by the IASB on 
5 March 2009.  
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C. Amendments to INT FRS 109 and FRS 39 – Embedded Derivatives 

Why were INT FRS 109 and FRS 39 
amended? 

What are the amendments? 

What is the effective date? 

Are these amendments aligned with 
IFRS? 

On 23 April 2009, the ASC issued amendments to INT FRS 109 Reassessment of 
Embedded Derivatives and FRS 39 Financial Instruments: Recognition and 
Measurement – Embedded Derivatives. 

Following the issuance of amendments to FRS 39 Financial Instruments: 
Recognition and Measurement and FRS 107 Financial Instruments: Disclosures -
Reclassification of Financial Assets in October 2008, entities are permitted to 
reclassify certain non-derivative financial assets.  These assets must have been 
previously held in trading out of the fair value through profit or loss (FVTPL) 
category in certain circumstances.  

However, the previous version of INT FRS 109 stated that the embedded 
derivative separation assessment is made only once and never re-performed 
again unless there was a change in the terms of the contract that significantly 
modified the original cash flows.  

It was unclear whether an entity could reassess the hybrid financial asset once it 
has been reclassified out of the FVTPL category. 

In response to this issue, amendments were made to INT FRS 109 and FRS 39 to 
require entities to: 
•	 Reassess whether an embedded derivative is required to be separated from a 

host contract when the entity reclassifies a hybrid financial asset out of the 
FVTPL category 

•	 Make such an assessment on the basis of circumstances that existed on the 
later date of: 
- When the entity first became a party to the contract; and 
- When there was a change in the terms of the contract that significantly 

modified the cash flows that otherwise would have been required under 
the contract 

•	 Determine whether the fair value of the separated embedded derivative can 
be measured reliably.  If not, the entire hybrid financial instrument remains in 
the FVTPL category 

The amendments are effective for annual periods ending on or after 
30 June 2009. 

Yes, these amendments are the same as those in INT FRS 109 and FRS 39 
issued by the IASB on 12 March 2009.  
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D. Singapore to achieve full convergence with IFRS by 2012 

What are the advantages of full 
convergence with IFRS? 

What are the key differences 
between FRS and IFRS? 

At the KPMG Asia Pacific IFRS Conference held in Singapore on 27 and 28 May 
2009, Minister for Finance, Mr Tharman Shanmugaratnam announced the 
strategic direction of the ASC to fully converge Singapore FRS with the IFRS for 
Singapore-incorporated companies listed on the Singapore Stock Exchange by 
2012. 

Convergence with IFRS will: 
•	 Further strengthen the attractiveness and competitiveness of Singapore as 

an international business and financial hub 
•	 Provide assurance of comparability of the company’s financial reports for 

both domestic and foreign investors in the international capital market 
•	 Help lower compliance burdens when carrying out multiple jurisdictional 

financial reporting 

Singapore’s FRS is already largely aligned to the IFRS. The roadmap to full 
convergence should therefore be relatively straightforward. We summarise below 
the key differences between the FRS and IFRS. 

FRS 17 and IAS 17 – Leases 

Under FRS 17, leases of land are classified either as operating or finance leases 
whereas under IAS 17, all leases of land are classified as operating leases.  This 
difference has been eliminated with the recent issuance of Improvements to 
IFRSs 2009, which is effective for annual periods beginning on or after 1 January 
2010. 

Exemption from preparation of consolidated financial statements 

Under IFRS, companies are exempted from preparing consolidated financial 
statements if the parent company produces IFRS compliant consolidated financial 
statements that are available for public use. 

Under FRS, companies are exempted from preparing consolidated financial 
statements if the parent produces consolidated financial statements that are 
available for public use. It does not prescribe the accounting standards which 
should be used by the parent. 

An equivalent FRS or INT FRS of the following IFRS and IFRIC (which are 
already effective) has yet to be issued in Singapore: 

•	 IFRIC 15 Agreements for the construction of real estate: Under IFRS, 
property developers generally recognise revenue for the sale of real estate 
only upon delivery of the completed unit.  Under FRS, developers generally 
recognise revenue as the construction progresses. 

•	 IFRIC 12 Members’ shares in co-operative entities and similar liabilities: 
Under IFRS, members' shares are classified as liabilities unless the holder’s 
right to redemption is conditional.  Under FRS, these shares are classified 
as equity. 
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E. Singapore Exchange Matters 
Aligning the SGX financial statements announcements with the new presentation and disclosure 
requirements of FRS 1(revised) and FRS 108 

All financial statement announcements to be released via SGXNet on or after 1 
July 2009 should be aligned to the new presentation requirements of FRS 1 
Presentation of Financial Statements and FRS 108 Operating Segments. This is 
provided that the reporting period fall within the financial year beginning on or 
after 1 January 2009. If you have a 31 December 2009 year end with quarterly 
reporting requirements, this change will affect your quarterly announcements 
from Q2 onwards. 

For more details of the new presentation disclosure requirements of FRS 1 and 
FRS 108, please refer to Financial Reporting Matters – March 2009 issue. 

A copy of the SGX’s communication to listed issuers can be found at: 
http://www.icpas.org.sg/article_det.asp?articleid=2323&ps=7 

Implementation of new / revised SGX securities listing rules 

1.	 Strengthening of corporate    
governance and enhanced 
transparency 

Extensive rule review 

On 3 March 2009, the SGX announced new listing rules and the revision of 
existing ones in the Listing Manual.  These amendments are effective from 
24 March 2009. 

We summarise some of the new and amended listing rules, focusing on the 
changes that may affect the items included in the annual reports of companies 
listed on the SGX. 

Disclosures of details relating to profit guarantees and profit forecasts 

The new listing rule (1013) requires an issuer to disclose certain information on 
profit guarantee or profit forecasts given by the vendor when acquiring an asset or 
business.  The issuer should disclose: 
•	 The views of the issuer’s board of directors regarding the acceptance of the 

profit guarantee / forecast 
•	 Principal assumptions used to determine the quantum of the profit guarantee 

/ forecast 
•	 The manner and amount of compensation to be paid by the vendor if the 

profit guarantee / forecast is not met 
•	 Safeguards put in place to ensure the issuer’s right of recourse in the event 

that the profit guarantee / forecast is not met 

The issuer is also required to make immediate disclosure when the guaranteed 
profit level has or has not been met, including material variations to the terms of 
agreement. 

http://www.icpas.org.sg/article_det.asp?articleid=2323&ps=7
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1.	 Strengthening of corporate    
governance and enhanced 
transparency (continued) 

Disclosures of issuance and purpose of issuing capital for cash 

Rule 810 was amended to require an issuer who intends to issue shares, 
company warrants or other convertible securities for cash to announce the terms 
of the issue and its purpose, including: 
•	 The identity of the placement agent (or to be appointed) 
•	 The amount of proposed proceeds to be raised 
•	 The intended use of the proceeds on a percentage allocation basis 

There may be situations where no placement agent is appointed for the issuer, or 
where a placement agent is appointed, but is subject to restrictions and directions 
imposed by the issuer regarding the identities of and/or the allocation to the 
placees: In these situations, the issuer must also include the following in its 
announcement: 
•	 The identities of the placees and the number of shares placed to each 
•	 How placees were identified and the rationale for placing them 
•	 Restrictions and / or directions imposed on the placement agent regarding 

identities of and allocation to the placees 

Use of IPO proceeds 

The new listing rule (704(28)) requires the issuer to disclose the following 
information in their annual report: 
•	 The use of IPO proceeds 
•	 Whether the proceeds are being used and are in accordance with the 

percentage allocated in the prospectus or the announcement of the issuer 
•	 If there is any material deviation from the stated use of proceeds, the 

issuer must announce the reasons for such deviation 

Changes in listed issuer’s principal business 

The new listing rule (104(1)) states that if there is a material change in the scope 
and nature of the issuer’s principal business, the SGX reserves the right to subject 
such changes to its approval if: 
•	 The integrity of the market may be adversely affected 
•	 It is in the interest of the public to do so 

Disqualification of directors 

A director who has been disqualified from acting as a director in other jurisdictions 
must also resign from his directorships in the issuer. 

Disclosure of names and remuneration of directors and top five executives 

While compliance with the Code of Corporate Governance (the Code) is currently 
a matter of “comply-or-disclose”, the amended Listing Manual mandates the 
Code’s requirements on disclosures of remuneration of directors and key 
executives.  Accordingly, companies would be required to disclose the 
remuneration of directors and at least the top five executives (who are not also 
directors) in bands of $250,000. 

There will be a breakdown (in percentage terms) of each director’s remuneration 
earned through base / fixed salary, variable or performance-related income / 
bonuses, benefits in kind and stock options granted and other long term 
incentives. 
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2. Enhanced efficiency of fund 
raising exercises 

3. Diversity in capital market 

4. Others 

Revised IPO distribution requirements 

The required number of shareholders for a primary listing on the SGX Mainboard 
has decreased from 1,000 to 500.  

Removal of limit on capital structure 

The limit on the number of new shares from the exercise and / or conversion of 
outstanding convertibles has been removed.  Issuers should seek shareholders’ 
approval if the number of new shares exceeds the limit of their general mandate.  

In addition, the board of directors recommendations on the issue of company 
warrants or convertible securities should be disclosed. 

Minimum leasehold period 

The previous listing rules provide that for property investment / development 
companies, properties that have remaining lease terms of less than 30 years must 
not, in aggregate, account for more than 50 percent of the group’s operating 
profits for the past three years.  This rule may pose problems where properties in 
some countries cannot exceed a certain specified maximum under those 
countries’ law. 

The rules were amended to give SGX the discretion to require or accept a 
different remaining length of lease. 

Listing rules for life science companies 

The amended Listing Manual introduces an alternate set of listing criteria for life 
science companies without financial track record. 

The notice period for general meetings have been changed to align with the 
requirements prescribed under the Companies Act.  Notices convening meetings 
must be sent to shareholders at least 14 calendar days before the meeting 
(excluding the date of notice and the date of meeting).  For meetings to pass 
special resolutions, the period required is at least 21 calendar days. 
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F. Adoption of the International Standards on Auditing – how it impacts our 
work as auditors and our clients 

New International Auditing 
Standards 

What is the effective date? 

How does this impact our work as 
auditors? 

The IAASB is an independent standard-setting board of the International 
Federation of Accountants.  In 2004, the IAASB began a comprehensive 
programme to enhance the clarity of its International Standards on Auditing (ISAs). 
This programme involved the application of new drafting conventions to all ISAs, 
either as part of a substantive revision or through a limited redrafting, to reflect 
the new conventions and matters of clarity generally. 

This project came to a conclusion in February 2009 with the issuance of 36 newly 
updated and clarified ISAs and a clarified International Standard on Quality Control 
(ISQC). 

All clarified ISAs will be effective for audits of financial statements for periods 
beginning on or after 15 December 2009. Further, in the interest of providing 
auditors, standard setters and other authorities with time to implement the 
clarified ISAs, the IAASB has decided to establish a period of at least two years 
after this effective date during which no new ISAs will take effect. 

Our KPMG audit methodology which is applied to all our financial statement 
audits is robust and cohesive. Most of the revisions in the ISAs reflect KPMG’s 
existing best practices. Therefore, in many cases it is expected that the clarified 
ISAs will not result in significant changes in audit procedures performed today in 
accordance with KPMG’s audit methodology. 

In this issue, we highlight two main areas where the changes are most likely to 
impact our current practice: 

1.	 Effect on group audits 
The effect of adopting clarified ISAs may be greater for group audits than for 
individual standalone audits.  This is because requirements in existing ISAs do not 
address an audit of group financial statements as comprehensively as the clarified 
ISAs. 

The new ISA emphasises the responsibility of the group engagement partner for 
the direction, supervision and performance of the group audit. The requirements 
of the revised ISA are aimed at ensuring the group auditor has sufficient 
involvement in the group audit to be in a position to meet this overriding 
responsibility. 

Accordingly, the group engagement partner is required to: 
•	 Obtain sufficient and appropriate audit evidence in relation to the 

consolidation process and the financial information of the components on 
which to base the group audit opinion 

•	 Be involved in the work of the component auditors to the extent necessary 
to obtain sufficient and appropriate audit evidence 

Special consideration needs to be given on how the clarified ISAs may impact the 
engagement team by their work efforts required and their ability to complete and 
report on the group financial statements.  This applies to group audits involving a 
holding company in one jurisdiction and significant components in another 
jurisdiction or significant investments accounted for using the equity method. 
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How does this impact our work as 
auditors? (continued) 

How does this impact our clients? 

2. Communications with those charged with governance 
There is increased emphasis on effective two-way communications with clients 
and in particular, those charged with governance. The revised ISAs require the 
auditor to explicitly assess the “effectiveness” and “appropriateness” of that 
“two-way” communications process. The revised ISAs indicate that inadequate 
two-way communication may indicate an unsatisfactory control environment.  
This may therefore influence the auditor’s assessment of the risks of material 
misstatement of the financial statements. 

Clients would continue to receive quality audits from KPMG. 

Your auditors will consider and discuss the implications of these requirements in 
their audits with management as early as possible to determine the steps that 
need to be taken to meet all requirements of the revised ISA. 
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G. International Developments 

Improvements to IFRSs 2009	 On 16 April 2009, the IASB issued Improvements to IFRSs 2009 resulting from its 
second annual improvements project.  This project involves non-urgent but 
necessary amendments to IFRSs. 

Improvements to IFRSs 2009 contain 15 amendments to 12 standards that result 
in accounting changes for presentation, recognition or measurement and 
disclosure purposes.  Some of these are: 
(a)	 IAS 17 Leases – a land lease may be classified as a finance lease even if title 

does not transfer to the lessee at the end of the lease term 
(b) IAS 18 Revenue – additional guidance is included to determine whether an 

entity is acting as a principal (revenue is presented on a gross basis), or as an 
agent (revenue is presented on a net basis) in a transaction 

(c)	 IAS 38 Impairment of Assets – an entity will carry out a goodwill impairment 
test based on the operating segment before applying the aggregation criteria 
of IFRS 8 Operating Segments 

The amendments are generally effective for annual periods beginning on or after 1 
January 2010, with earlier application permitted. 

In Singapore, the amendments to IAS 17 is of particular interest.  The amendment 
seeks to address the concern of countries, such as Singapore, where property 
rights are obtained under long-term leases and the substance of those leases are 
economically similar to an entity that purchased the land and buildings. 

ED 2009/2 Income Tax	 On 31 March 2009, the IASB issued ED 2009/2 Income Tax to replace the existing 
IAS 12 Income Taxes. 

The ED proposes: 
•	 To remove most of the exceptions in IAS 12, such as the IAS 12 exemption 

from recognition of deferred taxes on the initial recognition of assets and 
liabilities 

•	 To simplify the accounting, such as providing guidance on identifying the tax 
rate that should be used to measure the deferred tax when different tax rates 
may apply 

•	 To change the structure of the standard and make it more user-friendly 

The IASB has invited interested parties to comment on this ED by 31 July 2009.   
In Singapore, the ASC has also issued the same ED for public comment.  The 
comment period closed on 7 May 2009. 

DP Preliminary Views on Leases	 On 19 March 2009, the IASB and the FASB published a joint DP Leases – 
Preliminary Views. 

The DP proposes a new accounting model for the lessees.  The proposed 
guidance would eliminate finance and operating lease classifications for lessees.  
Instead, all lessees would recognise a “right-to-use” asset and an obligation to 
pay rentals. 

No preliminary views on accounting issues for lessors are discussed in the DP. 

The IASB has invited interested parties to comment on this DP by 17 July 2009.  
In Singapore, the ASC has also issued the same DP for public comment.  The 
comment period closed on 20 May 2009.  
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Meetings of the IASB - March and 
April 2009 

Common abbreviations defined 

ASC - Accounting Standards Council in 
Singapore 

ACRA – Accounting & Corporate 
Regulatory Authority 

DP – Discussion paper 

ED – Exposure Draft 

FASB – US Financial Accounting 
Standards Board 

FSP – FASB Staff Position 

FRS – Singapore Financial Reporting 
Standard 

GAAP – Generally Accepted Accounting 
Principles 

IAS – International Accounting Standard 

IASB – International Accounting 
Standards Board 

IAASB – International Auditing and 
Assurance Standards Board 

IASC  – International Accounting 
Standards Committee 

ICPAS – Institute of Certified Public 
Accountants of Singapore 

IRAS – Inland Revenue Authority of 
Singapore 

IFRIC - International Financial Reporting 
Interpretations Committee 

IFRS – International Financial Reporting 
Standard 

INT FRS – Interpretation of Financial 
Reporting Standard 

SGX – Singapore Exchange 

Should you wish to discuss any matter highlighted in this 
publication, please contact: 

Tan Yee Peng 
Partner, Professional Practice Department 
Tel: +65 6213 2400 
yeepengtan@kpmg.com.sg 

KPMG LLP 
16 Raffles Quay , #22-00 Hong Leong 
Building, Singapore 048581 
Tel: +65 6213 3388  Fax: +65 6225 0984 

The IASB’s March and April 2009 meetings focused mainly on various 
aspects of IASB’s work on fair value measurement and financial instruments. 
Other key issues discussed are: 

(a) IFRS for small and medium-sized entities 
The IASB decided that the IFRS will not be re-exposed, and discussed issues 
arising in drafting the pre-ballot draft.  The Board also decided that the name of 
the standard will be IFRS for SMEs, as proposed in the ED. 

(b) ED Simplifying Earnings per Share 
In light of other priorities, deliberations on comments received relating to the 
ED has been postponed until later in the year. 

(c) Management commentary 
The IASB discussed a staff draft of a proposed ED on management 
commentary. Publication of the ED is planned for June 2009, with comments 
due by February 2010.  The proposals will not result in an IFRS. They are 
intended to provide a non-binding framework and guidance for preparing and 
presenting management commentary. 

(d) Group cash-settled share-based payment transactions 
The Board made a few tentative decisions on the guidance and decided that 
the final revised amendments do not require re-exposure.  The effective date 
will be 1 January 2010. 

(e) Others 
The IASB also discussed extensively the projects on liabilities (amendments to 
IAS 37 Provisions, Contingent Liabilities and Contingent Assets), insurance 
contracts and various aspects of the conceptual framework, but have not 
concluded on these. 

For a more detailed update on these, you can access our website at: 

IFRS in Brief: 
http://www.kpmg.com.sg/newsletters/ifrs_in_brief.html 

IFRS Briefing Sheet: 
http://www.kpmg.com.sg/newsletters/ifrs_briefing_sht.html 

This publication has been issued to inform clients of 
important accounting developments. While we take care 
to ensure that the information given is correct, the 
nature of the document is such that details may be 
omitted which may be relevant to a particular situation or 
entity. The information contained in this issue of 
Financial Reporting Matters should therefore not to be 
taken as a substitute for advice or relied upon as a basis 
for formulating business decisions. Materials published 
may only be reproduced with the consent of KPMG LLP. 

© 2009 KPMG LLP (Registration No. T08LL1267L) is 
an accounting limited liability partnership registered in 
Singapore under the Limited Liability Partnership Act 
(Chapter 163A), and was converted from a firm to a 
limited liability partnership on and as from 1 October 
2008. It is a member firm of the KPMG network of 
independent member firms affiliated with KPMG 
International, a Swiss cooperative. All rights reserved. 
Printed in Singapore. 
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