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A new standard on financial instrument accounting, FRS 109 will come into effect on 1 January 2018.  
In this issue, we provide an overview of the transition requirements of the standard and highlight 
certain areas to consider when planning for transition. 
 
The Singapore Government imposes property taxes pursuant to the Property Tax Act, Chapter 254 
(‘the Act’).  When should the obligation to pay property taxes in Singapore be recognised?  What can 
property owners do to minimise cash flows and profit or loss volatility arising from property taxes?  
Read this issue to find out more.   
 
Users and preparers of financial statements have commented that they find aspects of IFRS 15's 
revenue requirements unclear.  Following its announcement of a one-year deferral of the effective 
date to 2018, the IASB has now published proposed amendments to the new standard.  The IASB’s 
comment deadline is 28 October 2015.  Read on to find out what the key changes are. 
 
Management and auditors have an important role in restoring trust with investors and the larger 
community.  Increasingly, investors, analysts and other users of annual reports are demanding better 
corporate disclosures and communication.  It is now the time for preparers and auditors to re-visit 
how they communicate such information within and beyond annual reports.  Read on to find out 
more.  
 
Last but not least, we bring you a roundup of the latest accounting developments on the international 
front. 
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 Singapore Illustrative Financial Statements 2015 (SIFS 2015) 

This publication illustrates best practice disclosures, updated to comply with the latest 
requirements of the Singapore Companies Act, Singapore Financial Reporting Standards 
(FRSs) and Singapore Exchange Limited (SGX) Listing Manual, applicable to companies 
with a financial year ending 31 December 2015.  
 

Major changes in the 2015 edition of illustrative financial statements include: 
• Revised Directors’ Statement in Appendix II 
• Revised Independent Auditors’ Report in Appendix III 
 

The SIFS 2015 is available for download in PDF format here. To purchase additional hard 
copies of the SIFS 2015, please contact your regular KPMG contacts. 
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http://www.kpmg.com/SG/en/IssuesAndInsights/ArticlesPublications/Pages/audit-sifs2015.aspx
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1. Challenges on transitioning to FRS 109 Financial 
Instruments 

This article is contributed by:  

 

 

 
Yvonne Chiu 
Partner, Audit  

Varghese Anthony 
Senior Manager, Professional Practice  

 

 

In December 2014, the Accounting Standards Council (ASC) issued FRS 109 Financial 
Instruments.  This standard replaces most of the detailed guidance on financial instruments 
under FRS 39.  While the effective date (January 2018) may seem a long way off, companies 
may benefit from early decisions regarding when and how to transition to FRS 109.   

The standard offers a range of transition options.  At one end of the spectrum, an entity can 
choose to restate comparatives to comply with the classification, measurement and 
impairment requirements in FRS 109.  At the other end of the spectrum, an entity can 
choose not to restate comparative and instead recognise the cumulative effect in equity (the 
difference between the carrying amounts under FRS 39 and FRS 109 at the date of initial 
application) – and make no adjustment to the comparative information.   

There are also a series of optional and mandatory practical expedients and exemptions that 
create additional alternatives and may ease transition.  However, the range of options 
available means that a detailed analysis is required to develop the most suitable transition 
plan. 

In this article, we provide an overview of   transition requirements and highlight some of the 
key considerations when planning your company for transition. 

What is the date of initial application (DIA) of FRS 109?  
 
The DIA is the beginning of the reporting period in which an entity first applies FRS 109. The DIA 
is irrespective of whether or not comparatives are elected to be restated.  Early application of FRS 
109 is permitted if the DIA is on or after 11 December 2014 (i.e. the date of issuance of the 
standard).   
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Example – DIA 
 

Entity X has a calendar year end and applies FRS 109 for the financial year ending 2018.  X elects 
not to restate its comparative information.  

The DIA is the beginning of the reporting period in which the entity adopts FRS 109 – i.e. 1 
January 2018 - not the beginning of the comparative period – 1 January 2017.  

This applies even if X chooses to restate comparatives.  The diagram below highlights the DIA in 
this example. 

 

 
Should comparative information be restated? 
  
Restatement of comparative information is optional.  However, the option to restate is permitted 
only if the restatement can be made without the benefit of hindsight. 
 
The election to restate comparative information applies to the classification, measurement and 
impairment requirements together - i.e. if an entity chooses to restate comparatives, then it has to 
do so for the classification, measurement and impairment of financial assets except for certain 
mandatory or optional exemptions.   
 
If an entity does not restate comparative information, then it recognises the cumulative effect in 
opening retained earnings (or another component of equity, if appropriate) of the annual reporting 
period that includes the DIA.  The cumulative effect is calculated as the difference between: 
 
• the carrying amount before the adoption of FRS 109; and  
• the new carrying amount calculated in accordance with the standard at the beginning of the 

annual reporting period that includes the DIA. 
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What are the transition requirements and how are they applied?  
 
The basic principle in FRS 109 is retrospective application in accordance with FRS 8 Accounting 
Policies, Changes in Accounting Estimates and Errors unless FRS 109 contains more specific 
transition provisions.  The key transition requirements are illustrated in the diagram below: 
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Some of these requirements are elaborated in the table below: 

General 
principle -
Classification 
and 
Measurement 
(C&M) 

Debt instruments – financial assets 
• The assessment of whether cash flows are solely payments of principal and 

interest (SPPI) is on the basis of facts and circumstances existing at the time 
of initial recognition of the instrument with certain optional exceptions. 

• The business model assessment is based on facts and circumstances at the 
DIA. 

• The resultant classification and measurement is applied retrospectively. 
Equity instruments – financial assets 
• The assessment of whether the instrument is held for trading is made as if 

the instrument had been acquired on the DIA. 
• At the DIA, an entity may elect to present changes in the fair value of an 

investment in an equity instrument that is not held for trading in other 
comprehensive income (OCI). 

• The resultant classification and measurement is applied retrospectively. 
Fair value option designations 
• Designating, or revoking designations of, financial assets or financial 

liabilities as at fair value through profit or loss (FVTPL) is based on facts and 
circumstances as at DIA 

• The resultant classification and measurement is applied retrospectively. 

General 
principle -
Impairment 

The new impairment requirements are applied retrospectively subject to the 
following exemptions: 
• If determining the credit risk at the date of initial recognition requires undue 

cost or effort, then the loss allowance is measured as lifetime expected 
credit losses at each reporting date, unless the credit risk is low at the 
reporting date. 

• An entity may use the rebuttable presumption for contractual payments that 
are more than 30 days past due if the entity identifies significant increases in 
credit risk based on past-due information. 

Derecognised 
items 
 

The standard is not applicable to financial instruments that are derecognised 
before the DIA.  Even if comparatives are restated voluntarily, entities are 
prohibited from applying FRS 109 to instruments derecognised before DIA.  
 
This means that in the event of a voluntary restatement of comparatives, the 
comparative information could contain a mixture of FRS 39 accounting (for 
items that are derecognised in periods before the DIA) and IFRS 9 accounting 
(for financial instruments that continue to be recognised at the DIA). 

Unquoted 
equity 
investments 
 

If unquoted equity investments or related derivatives were previously recorded 
at cost, then these investments are measured at fair value at the DIA with the 
difference between the fair value and the previous carrying amount recognised 
as an adjustment to opening retained earnings (or another component of equity 
as appropriate).   
 
Even if comparatives are restated voluntarily, entities are prohibited from 
applying FRS 109 to these investments.   

Hedge 
accounting 

The hedge accounting requirements of FRS 109 are applied prospectively 
subject to certain exceptions such as accounting for cost of hedging and the 
requirements relating to derivatives novated to central counterparties.   
 
All qualifying hedging criteria are required to be met at the DIA to continue to 
apply hedge accounting under FRS 109 from that date.  Retrospective 
designation of hedging relationships is not permitted. 
 
An entity may choose as its accounting policy to defer the application of the 
new general hedging model under FRS 109 until the standard resulting from the 
IASB's project on accounting for dynamic risk management is completed and 
issued in Singapore. 
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The standard also provides specific transition requirements with regard to hybrid instruments, the 
application of the effective interest rate measurement method and assessment of whether own 
credit risk on liabilities designated at financial liabilities at fair value through profit (FVTPL) is 
presented in other comprehensive income (OCI) or profit or loss. 

The hurdle in hindsight  
 
One of the key aspects of the transition requirements under FRS 109 is that restatement is 
permitted only if it does not require the use of hindsight.   

Therefore, entities wishing to restate comparatives should be conscious of this restriction and 
factor this into transition plan i.e. the transition plan should consider the maintenance of records 
of the requisite information at that point in time to allow for restatement of comparatives.   

For example, information to calculate expected losses in prior periods must be collated and 
preserved so as to allow an estimate to be made without the use of hindsight. 

 
 
 
 
 
 
 
 
 
 

 

For available-for-sale (AFS) financial assets, what will happen to the AFS reserve presented 
in other comprehensive income (OCI) on transition to FRS 109? 

Example – AFS reserve on transition to FRS 109 
 

Company K adopts FRS 109 for its annual period ending 31 December 2018.  Its DIA is 1 January 
2018.  As at 31 December 2017, Company K holds an investment in an equity security that was 
classified as AFS financial assets under FRS 39.  

If Company K does not restate comparatives, what happens to the cumulative change in fair 
value presented as AFS reserve in OCI on transition? 

Irrespective of whether the investment is to be classified as either FVTPL or fair value through 
OCI (FVOCI) under FRS 109, the AFS reserve presented in OCI at the time of transition will not 
be reclassified into profit or loss upon or after transition.  It is recognised in the opening retained 
earnings (or another component of equity, if appropriate) of the annual reporting period ending on 
31 December 2018. 

What if Company K decides to restate comparatives? 

If the investment is classified as FVTPL, the change in fair value in each of the prior periods is 
recognised in the profit or loss in the respective prior periods presented. 

If the investment is classified as fair value through OCI (FVOCI), the change in fair value in each 
of the prior periods is recognised directly in OCI in the respective prior periods presented.  This is 
similar to current FRS 39 accounting, except that the amount can be recorded directly in retained 
earnings or another component of equity.   
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How about changes in fair value subsequent to transition? 

Depending on whether the instrument is to be classified as either FVTPL or FVOCI, the change in 
fair value subsequent to transition will be either recognised in profit or loss or OCI respectively.  

For instruments classified as FVOCI, only dividend income is recognised in profit or loss.  The fair 
value change presented in OCI will not be reclassified to profit or loss even when the investment 
is derecognised or divested.   

Why would the impact of transition on these instruments need to be particularly considered? 

Equity instruments acquired for long term investment purposes are typically classified as AFS 
with the objective of reflecting the entire change in fair value in profit or loss on eventual 
divestment. 

Under FRS 109, affected entities will not be able to reflect the gains on divestments in the profit 
or loss as originally intended: 
• If the instrument is classified as FVOCI, the AFS reserve accumulated in OCI will never be 

reclassified into profit or loss.   
• If the instrument is classified as FVTPL and the comparatives are not restated, the fair value 

change between the date of acquisition and the DIA will not impact the profit or loss as it will 
be recognised in opening retained earnings at the DIA.  If comparatives are restated, the fair 
value change prior to the beginning of the earliest comparative period presented will not 
impact the profit or loss as it will be recognised in opening retained earnings of the earliest 
comparative period presented.  Further, subsequent fair value changes will be recognised in 
profit or loss over the holding period. 

If not managed properly, the transition to FRS 109 could have an impact on key aspects of the 
business – such as a lack of investor knowledge potentially impacting fund raising; or potential 
profit or loss volatility resulting in a reluctance to invest.  Consequently, investors, lenders, 
employees and analysts have to be educated on the impending change to the basis of accounting 
and the potential impact on reported results.   
 
Entities should therefore start evaluating the impact on key performance measures - such as 
earnings per share (EPS) and other profit measures - for the purposes of market communiqué 
and remuneration calculation.    
 
Would the treatment differ if the investment is a debt instrument? 
 
Unlike equity instruments, the potential impact on debt instruments will be less significant. 
• For an asset to be measured at amortised cost on transition, the amount recognised in OCI 

will be effectively restated to arrive at the amortised cost of the asset; 
• For an asset to be classified as FVOCI on transition the amount recognised in OCI on 

transition and the subsequent changes in fair value will be reclassified to profit or loss on 
eventual divestment. 

• It is only for assets to be classified as FVTPL that there will be a potential impact similar to 
equity instruments.  
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What you need to do now? 

As seen from above, the transition requirements of FRS 109 are complex.  Depending on the 
nature of the industry, the implications arising from these requirements will require a varying 
degree of planning and analysis.  Entities in the banking and financial services sector are expected 
to be most affected by FRS 109 and would certainly benefit from a detailed analysis of the 
standard and the transition requirements earlier rather than later.  Entities planning to rebalance 
their portfolio of long term AFS investments may wish to do so prior to the effective date so that 
gains on divestments can be reflected in profit or loss.   
 
Given that FRS 109 does not allow the use of hindsight when restating comparatives, entities 
who consider comparable trend information valuable may plan to restate comparatives.  One 
option for such entities is to implement a parallel system one year ahead of the effective date that 
complies with FRS 109 such that it can account for their financial instruments on a real time basis.   
 
For December year-end entities with such a plan, they have only over a year left to redesign and 
implement the system necessary to comply with FRS 109.   
 
An early decision on the various transition options will allow affected entities to develop an 
efficient and seamless transition plan.   
 
To find out more about the new financial instrument standard and its transition requirements,  
you can download the following publications: 
 

 
 
First Impressions: IFRS 9 Financial 
instruments 
 

 
 
First Impressions: IFRS 9 (2013) 
Hedge accounting and transition 

 
 
IFRS Newsletters: Financial 
Instruments 

 

  

http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/first-impressions/Documents/first-impressions-IFRS9.pdf
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/first-impressions/Documents/first-impressions-IFRS9.pdf
https://home.kpmg.com/content/dam/kpmg/pdf/2013/12/first-impressions-hedging-dec2013.pdf
https://home.kpmg.com/content/dam/kpmg/pdf/2013/12/first-impressions-hedging-dec2013.pdf
https://home.kpmg.com/xx/en/home/insights/2015/04/ifrs-newsletters.html
https://home.kpmg.com/xx/en/home/insights/2015/04/ifrs-newsletters.html
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2. Accounting for Singapore Property Taxes 

This article is contributed by:  

 

 

 
Leung Yew Kwong    
Principal Consultant, Tax  
 

 
Jatin Ashra    
Senior Manager, Professional Practice 

Chan Yen San  
Partner, Professional Practice  
 
 
 

 

 

The Singapore Government imposes property taxes pursuant to the Property Tax Act, 
Chapter 254 (‘the Act’) and the taxes are computed based on the Annual Value (AV) of the 
property as assessed by the Inland Revenue Authority of Singapore (IRAS).  Such property 
taxes are accounted for in accordance with INT-FRS 121 Levies.  As per INT-FRS 121, the 
liability to pay a levy is recognised when the obligating event, which is the activity that 
triggers the payment as identified by the legislation, occurs.    

This article considers when the obligation to pay property taxes in Singapore should be 
recognised under INT-FRS 121 and provides practical tips for property owners to minimise 
cash flows and profit or loss volatility arising from property taxes.  

1. Overview of the legislation and administrative practices governing property taxes in 
Singapore 
 
Property tax imposed by the Singapore Government pursuant to the Property Tax Act (‘the 
Act’) is a tax levied on property ownership and is payable as per the property tax bill by 
whoever is included in the Valuation List published by IRAS as the “owner”.   
 
Property taxes are computed based on the Annual Value (AV) of the property as determined by 
IRAS. The AV is the estimated gross rental value of a property.  For most properties, the AV is 
estimated by comparison with market rental evidence.  For specialised properties, assessment 
methods such as the contractor’s test and profit’s method accepted in case law, are used to 
determine the AV.  For land and development sites, the AV is determined at 5 percent of the 
estimated market value of those properties.  The AVs of some properties such as ports and 
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hotels are assessed by way of a statutory formula based on a prescribed percentage of gross 
receipts of the businesses undertaken at the properties on a preceding year basis.   
 
In the case of properties where the AVs are assessed by way of a prescribed percentage of 
the preceding year’s gross receipts of the business, the owner has to furnish IRAS with the 
information on the gross receipts.  Prior to the provision of the gross receipts by the owner, 
the tax will be based on the existing annual value which is the (last gross receipts that is 
submitted in the earlier year). 
 
IRAS reviews the AV yearly to keep it in line with the market rents, and sometimes more 
frequently if there are significant movements in the rental market.  A review may or may not 
result in a revision to the AV.  If the review leads to an upward or downward adjustment to the 
AV, IRAS will send a valuation notice to the owner to inform him of the revised AV and the 
effective date of the revision. 
 
Where an owner finds the AV of his property to be excessive, he may bring the matter to the 
attention of IRAS.  However, IRAS may not amend the AV of a property every year.   
 
The owner of a property therefore has to be vigilant in evaluating the AV of his property and 
see if it is supported by prevailing market rents or market values.  If the owner considers the 
AV to be excessive, an objection must be lodged against the AV by way of a prescribed notice 
of objection, by 31 December of the year.    
 
It is hence advisable that the owner does an annual review of his properties by November each 
year, so that he can lodge the notice of objection in December where necessary.  It is to be 
noted that once we are into January of the ensuing year, the AV of the preceding year can no 
longer be objected to. 
 
Where IRAS amends the AV of properties on its accord, the owner is given 30 days to object 
to the AV in the valuation notice where he considers the AV to be excessive.  The owner has 
to evaluate if the proposed AV is excessive in view of the market rents or market values.  
Where he considers the AV to be excessive, he has to lodge the objection against the AV, in 
the prescribed notice of objection within the 30-day period.  Late objections are normally not 
accepted.   
 
When will an 
owner receive 
the property 
tax bill from 
IRAS? 
 

 At the end of each year, typically in November, IRAS sends the property 
tax bill for the following year to the property owners.  The property tax bill 
will show the AV of the property and the amount of property tax balance.  
The bill also notifies the owners that there is an installment payment 
arrangement for owners to pay the property tax by GIRO. 

When is 
property tax 
due to IRAS? 

 Property tax is to be paid in full in advance in January each year (usually 
by 31st January each year).  Alternatively, arrangements can be made to 
pay the said property tax in interest-free installments (i.e. via GIRO) 
ending in the month of December every year (12 installments or lesser 
depending on the remaining months of the calendar year if GIRO starts 
during the year instead of the start of the year). 

  Where property taxes are paid by GIRO, the property taxes are due on the 
monthly GIRO payment due dates.  If the property is transferred during 
the year, the outstanding property taxes at the date of transfer are 
collectible by the IRAS from the new owner (by GIRO or otherwise, as 
preferred by the new owner). 

  Where property taxes are not paid by GIRO, it is payable by 31 January 
each year. 
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Does IRAS 
refund 
property 
taxes if the 
property is 
sold during 
the year? 

 Once property taxes are paid to IRAS, the payer has no right to receive 
back any part of such taxes from IRAS even if the property is transferred 
during the year.  In the case of a transfer of property during the year, 
IRAS does not apportion the property taxes paid to IRAS between the 
earlier owner and the new owner.  Such apportionment has to be 
contractually agreed upon between the earlier owner and new owner. 

 

What if the 
property 
taxes are due 
and unpaid? 

 In cases where the property tax is due and unpaid, IRAS has rights 
against the owner of the property at that time to recover such amounts 
in accordance with the Property Tax Act.  This includes initiation of 
recovery procedures at any time on whosoever is the owner of the 
property at that time if the amount is due and unpaid for more than 
three weeks.   

 
 
2. Accounting for Singapore property taxes under INT-FRS 121 

 
When accounting for an obligation to pay property taxes under INT-FRS 121, one needs to 
determine the obligating event and the exact point of time when the obligation to pay becomes 
unavoidable to the entity based on the relevant legislation and the administrative practices 
governing property taxes in Singapore.  
 
Property taxes are paid on due dates 
 
This following discussion applies to instances where property taxes are paid on the due dates.   
 
When is the 
obligation to 
pay 
property tax 
recognised? 

 As noted in the above section on Overview of the legislation and 
administrative practices governing property taxes in Singapore if the 
property is transferred during the year, any outstanding property taxes 
pertaining to the remaining part of the calendar year after the date of 
transfer are collectible by the IRAS from the transferee (by GIRO or 
otherwise, as preferred by the transferee).   
 
Consequently, where the owner elects payment by GIRO, the owner 
accounts for each installment as and when the installment is paid on a 
monthly basis.  Where the payment is not made by GIRO, the property 
taxes are accounted for when the amount is paid in full on the due date 
i.e. 31 January each year. 
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Whether 
property 
taxes are  
to be 
charged as 
expense? 

 INT-FRS 121 does not prescribe the accounting treatment for costs that 
arise from recognising the liability.  As such, the accounting for costs 
would be in accordance with other applicable accounting standards / 
principles. 
 
In general, the corresponding debit for payment of property taxes would 
be recognised as an expense, unless it qualifies for recognition as an 
asset e.g. as prepaid expense or as part of property costs. 
 
For example, the property taxes paid during the development phase of a 
property may be considered as part of the cost of development in 
accordance with FRS 16 or FRS 2, whichever is applicable.  Accordingly, if 
the property was under development, the property taxes shall be included 
as part of the cost of development.  Also, the property taxes paid on 
factory premises may be included as part of the cost of inventory (as 
factory overheads) under FRS 2. 

 
Example  Company A received a property tax bill on 15 November 2014 for property 

taxes for the calendar year ended 31 December 2015 for $1,200.  In this 
case, we assume that the property taxes did not qualify for recognition as 
an asset.  
 
The following are the two scenarios where actual payment is made on 
due dates: 
 
(A) $1,200 paid in full on payment due date of 31 January 2015 (i.e. 

Company A did not use the GIRO facility) 
 

(B) $100 paid on monthly due dates by GIRO. 

The journal entries for the above alternate scenarios are as follows: 

  Date Particulars Upfront GIRO 

31 Jan 
2015 

Property tax expense          Dr 

Bank                                    Cr 

(being property taxes paid) 

1,200 

(1,200) 

 

Every 
month 
on GIRO 
payment 
date 

Property tax expense          Dr 

Bank                                    Cr 

(being property taxes paid) 

 100 

(100) 
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Property taxes are due and unpaid 
 
Where property taxes are due and unpaid, IRAS has rights against whosoever is the owner of 
the property at that time to recover such amounts in accordance with the Property Tax Act.   
 
Accordingly, in such cases, one will have to assess the exact statutory rights at the disposal of 
IRAS and the earliest point of time when such rights can be exercised in order to determine 
the exact point of time when the obligation to pay property taxes becomes unavoidable to the 
owner of the property.  Entities may need to obtain the assistance of legal experts in making 
this assessment.   
 

3. Considerations for achieving desired accounting and financial results 
 

The mode of payment of property taxes – whether upfront or through GIRO may impact certain 
entities significantly.  A need to plan might arise in this aspect in advance of the annual 
property tax cycle.  Some of the implications of making property tax payment by GIRO or 
otherwise are shown in the diagram below.  

 

  

•  GIRO: As the payment is made overtime, upfront cash outflow is lower 
•  Upfront: As the payment is made upfront, upfront cash outflow is higher 

Cash flows 

•  GIRO: If the amount paid does not qualify to be recognised as an asset, the  
  charge for property taxes is spread to all quarters 

•  Upfront: If the amount paid does not qualify to be recognised as an asset,  
  the charge for property taxes is recognised in full in one quarter 

Impact on quarterly profits 

•  GIRO: For capitalisation of property taxes for the entire year, the underlying  
  asset needs to be under development throughout the year  

•  Upfront: For capitalisation of property taxes for the entire year, the  
  underlying asset needs to be under development only at the start of the year 

Capitalisation of property taxes 
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As noted in the Overview of the legislation and administrative practices governing property 
taxes in Singapore, once property taxes are paid to IRAS, the payer has no right to receive back 
any part of such tax from IRAS even if the property is transferred during the year.    
 
Where the AV is revised by IRAS following an objection of the AV or after receiving the 
information on the preceding year’s gross receipt, the revisions to the property taxes are 
usually refunded by or paid to IRAS prospectively on the due date(s) and consequently 
accounted for as such.  This may result in uneven expense profile as well as cash flows and 
profit or loss volatility for certain entities.   
 
In the case of properties where the AVs are assessed by way of a prescribed percentage of 
the preceding year’s gross receipts of the business (e.g. hotels), the owner has to furnish IRAS 
with the information on the gross receipts early in the year if he wishes the AVs to be updated 
early.  This minimises the cash flows and profit or loss volatility that may occur when the AV is 
finalised in the later part of the year.   
 
A specific request for an early assessment has to be made, together with the furnishing of the 
information on the gross receipts.  Similarly, in cases where an objection to the AV is 
expected, an owner may wish to lodge the objection with IRAS early in the year if he wishes 
the objection to be finalised early by IRAS. 
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3. A clearer view of IFRS 15? 
 

This article is contributed by:  

 

 

 
Reinhard Klemmer    
Partner, Professional Practice  

Preethi Sarma  
Senior Manager, Professional Practice 

  
 

 

Users and preparers of financial statements have said they find aspects of IFRS 15's revenue 
requirements unclear.  Following the International Accounting Standards Board (IASB)’s 
announcement of a one-year deferral of the effective date of IFRS 15 to 2018, the IASB has 
now published proposed amendments to the new standard.  The IASB’s comment deadline 
is 28 October 2015. 

The story so far … 

As discussed in the March 2015 Issue of the Financial Reporting Matters, in May 2014, the IASB 
and the Financial Accounting Standards Board (FASB) (the Boards) published their new joint 
standard on revenue recognition – IFRS 15/ASC Topic 606 Revenue from Contracts with 
Customers (the new standard).  This replaces most of the guidance on revenue recognition that 
currently exists under IFRS and US GAAP.  At the same time, the Boards formed the joint 
Transition Resource Group for Revenue Recognition (TRG). 

Since its formation, the TRG has met five times, and a sixth meeting is scheduled in November 
2015.  To date, most of the issues discussed by the TRG has indicated that stakeholders should 
be able to understand and apply the new standard without further guidance.  However, in some 
cases the discussion has identified the potential for diversity in practice to arise. 

Divergence in approaches 

The IASB published their exposure draft (ED) proposing to amend IFRS 15 to address potential 
issues of diversity in practice highlighted by the TRG.  The IASB envisages that these proposals 
will be the only changes it will make to IFRS 15 before the planned post-implementation review of 
the standard. 

The FASB has adopted a different approach and is issuing a series of EDs addressing more 
extensive changes.   

  

http://www.kpmg.com/SG/en/IssuesAndInsights/frm/Issue50-mar2015.pdf
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The IASB’s key proposals are summarised below.  

Key proposals by the IASB 
1.  Topic 2. Issue   3. What is the IASB 

proposing?  

Section  

Licences  Should licence revenue be 
recognised at a point in 
time or over time?  

Amendments and new examples to 
clarify the application of the existing 
criteria for assessing whether licence 
revenue is recognised at a point in 
time or over time.  

For more details, 
you can 
download the 
following 
publication:  
 

 
New on the 
Horizon: 
Clarifications to 
IFRS 15 

When does the exception 
for sales- and usage-based 
royalties apply?  

Amendments to clarify that the 
exception (allowing revenue 
recognition as the sales or usage 
occur) applies whenever the licence 
is the predominant item to which the 
royalty relates, and that a single 
royalty stream should not be split for 
accounting purposes.  

Principal vs 
agent  

The control principle – how 
should a company assess 
whether it is a principal or 
an agent?  

Amendments and new examples to 
clarify that:  

• companies should identify the 
nature of the specified goods or 
services provided;  

• the assessment is based on the 
control principle – i.e. whether the 
company controls the goods or 
services provided to the customer;  

• the indicators inform, but do not 
over-ride the principle; and  

• there is no absolute hierarchy to 
the indicators – the relevance of an 
indicator is based on the facts and 
circumstances of each case.  

 
New examples addressing more 
complex scenarios – i.e. sales of 
virtual or intangible goods – would 
also be added under the proposals.  

Identifying 
performance 
obligations  

When are promised goods 
or services ‘distinct within 
the context of the 
contract’?  

New examples, and clarifications to 
existing ones, to illustrate how the 
separation guidance would be applied 
– i.e. whether goods or services 
promised in a contract are accounted 
for as a bundle or individually.  

Transition  Should further practical 
expedients be added to 
the transition options?  

A new practical expedient for 
contracts that are modified before 
the date of initial application.  

New practical expedient permitting 
companies not to apply the new 
standard to contracts completed 
under legacy GAAP when applying 
the new standard retrospectively. 

 
Find out more with our SlideShare presentation. If you are unable to view the presentation online, 
you can download a PDF version.  

https://portal.ema.kworld.kpmg.com/grm/depts/isg/Lists/ToolsPubs/Attachments/325/NOH-IFRS-15-clarifications.pdf
https://portal.ema.kworld.kpmg.com/grm/depts/isg/Lists/ToolsPubs/Attachments/325/NOH-IFRS-15-clarifications.pdf
https://portal.ema.kworld.kpmg.com/grm/depts/isg/Lists/ToolsPubs/Attachments/325/NOH-IFRS-15-clarifications.pdf
https://portal.ema.kworld.kpmg.com/grm/depts/isg/Lists/ToolsPubs/Attachments/325/NOH-IFRS-15-clarifications.pdf
http://www.slideshare.net/kpmg/new-revenue-standard-a-clearerviewofifrs15
https://home.kpmg.com/content/dam/kpmg/pdf/2015/08/New-revenue-standard-A-clearer-view-of-IFRS-15.pdf
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Are you ready for transition? 
 
Now that the IASB’s proposals are out, it is important to understand how this might affect your 
implementation plan.  You should start to consider your transition options carefully.  
 
Given the one-year deferral of the effective date to 2018, the new effective date for Singapore-
incorporated companies listed on the Singapore Exchange will coincide with the beginning of the 
first reporting period under a new reporting framework identical to the International Financial 
Reporting Standards*.   
 
Listed companies have to apply IFRS 1 First-time adoption to transition to the new financial 
reporting framework.  As the transition requirements in IFRS 1 will override the specific transition 
requirements in IFRS 15, you will need to take note that the application of IFRS 1 will effectively 
remove one of the transition approaches in IFRS 15 - the cumulative effect approach.   
 
The cumulative effect approach allows the cumulative effect of applying IFRS 15 to be recognised 
directly in opening equity at the date of initial application of IFRS 15 with no adjustments to the 
comparative information.  The removal of the cumulative effect approach means that a first-time 
adopter will have to apply IFRS 15 retrospectively with certain practical expedients. 

To help you understand more about the transition options, you can refer to our publication on 
Transition to the New Revenue Standard and Issues In-Depth (September 2014) – Chapter 13 and 
14. 
 

* Singapore-incorporated companies listed on the Singapore Exchange (SGX) are required to apply a new financial 
reporting framework identical to the International Financial Reporting Standards from 2018.  For more information refer to 
KPMG’s Financial Reporting Matters June 2014 edition on Full convergence with IFRS: mixed bag of opportunities and 
challenges and June 2015 edition on Singapore Listed Companies- Are you ready for full convergence to IFRS. 

 

  

https://portal.ema.kworld.kpmg.com/grm/depts/isg/Lists/ToolsPubs/Attachments/274/Transition%20to%20the%20new%20revenue%20standard%20(June%202014).pdf
https://portal.ema.kworld.kpmg.com/grm/depts/isg/Lists/ToolsPubs/Attachments/274/Transition%20to%20the%20new%20revenue%20standard%20(June%202014).pdf
http://www.kpmg.com/sg/en/IssuesAndInsights/frm/Issue47-Jun2014.pdf
http://www.kpmg.com/SG/en/IssuesAndInsights/frm/Issue51-jun2015.pdf


Financial Reporting Matters   18 

To find out more about the new revenue standard, you can download the following publications: 

    

In the Headlines – 
May 2014: Revenue a 
new global standard  

First Impressions: 
Revenue from 
contracts with 
customers  

Transition to the new 
revenue standard  

 

Issues in-Depth: 
Revenue from 
contracts with 
customers  

 

To find out more about the new revenue standard and implications to certain specific industries, 
you can download the following publications: 
 

    

Accounting for 
revenue is changing – 
Assessing the impact 
on insurance 
companies  

Impacts on the 
construction industry 
of the new revenue 
standard  

 

New revenue standard 
- Assessing the impact 
for power and utilities 
companies  

 

Accounting for 
revenue is changing – 
impact on oil and gas 
companies  

 

 
 

    

Accounting for 
revenue is changing – 
Impact on 
telecommunication 
companies  

Accounting for 
revenue is changing: 
Impact on transport 
companies  

New revenue standard 
– Assessing the 
impact for food, drink 
and consumer goods 
companies  

Accounting for 
revenue is changing – 
Assessing the impact 
on housebuilders  

http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/In-the-Headlines/Pages/ITH-2014-09.aspx
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/In-the-Headlines/Pages/ITH-2014-09.aspx
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/In-the-Headlines/Pages/ITH-2014-09.aspx
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/first-impressions/Pages/First-Impression-Revenue-2014.aspx
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/first-impressions/Pages/First-Impression-Revenue-2014.aspx
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/first-impressions/Pages/First-Impression-Revenue-2014.aspx
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/first-impressions/Pages/First-Impression-Revenue-2014.aspx
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/IFRS-Practice-Issues/Documents/IFRS-practice-issue-revenue14.pdf
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/IFRS-Practice-Issues/Documents/IFRS-practice-issue-revenue14.pdf
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/IFRS-Practice-Issues/Pages/IFRS-practice-issues-revenue-sept14.aspx
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/IFRS-Practice-Issues/Pages/IFRS-practice-issues-revenue-sept14.aspx
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/IFRS-Practice-Issues/Pages/IFRS-practice-issues-revenue-sept14.aspx
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/IFRS-Practice-Issues/Pages/IFRS-practice-issues-revenue-sept14.aspx
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/ILine-of-Business-publications/Documents/impacts-construction-revenue.pdf
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/ILine-of-Business-publications/Documents/impacts-construction-revenue.pdf
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/ILine-of-Business-publications/Documents/impacts-construction-revenue.pdf
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/ILine-of-Business-publications/Documents/impacts-construction-revenue.pdf
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/ILine-of-Business-publications/Documents/revenue-leaflet-power.pdf
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/ILine-of-Business-publications/Documents/revenue-leaflet-power.pdf
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/ILine-of-Business-publications/Documents/revenue-leaflet-power.pdf
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/ILine-of-Business-publications/Documents/revenue-leaflet-power.pdf
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/ILine-of-Business-publications/Documents/revenue-leaflet-oil-gas.pdf
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/ILine-of-Business-publications/Documents/revenue-leaflet-oil-gas.pdf
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/ILine-of-Business-publications/Documents/revenue-leaflet-oil-gas.pdf
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/ILine-of-Business-publications/Documents/revenue-leaflet-oil-gas.pdf
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/ILine-of-Business-publications/Documents/Revenue%20leaflet%20-%20Telecommunications.pdf
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/ILine-of-Business-publications/Documents/Revenue%20leaflet%20-%20Telecommunications.pdf
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/ILine-of-Business-publications/Documents/Revenue%20leaflet%20-%20Telecommunications.pdf
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/ILine-of-Business-publications/Documents/Revenue%20leaflet%20-%20Telecommunications.pdf
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/ILine-of-Business-publications/Documents/Revenue%20leaflet%20-%20Telecommunications.pdf
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/ILine-of-Business-publications/Pages/revenue-leaflet-transport.aspx
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/ILine-of-Business-publications/Pages/revenue-leaflet-transport.aspx
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/ILine-of-Business-publications/Pages/revenue-leaflet-transport.aspx
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/ILine-of-Business-publications/Pages/revenue-leaflet-transport.aspx
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/ILine-of-Business-publications/Pages/revenue-leaflet-food-drink.aspx
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/ILine-of-Business-publications/Pages/revenue-leaflet-food-drink.aspx
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/ILine-of-Business-publications/Pages/revenue-leaflet-food-drink.aspx
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/ILine-of-Business-publications/Pages/revenue-leaflet-food-drink.aspx
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/ILine-of-Business-publications/Pages/revenue-leaflet-food-drink.aspx
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/ILine-of-Business-publications/Documents/revenue-leaflet-housebuilders.pdf
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/ILine-of-Business-publications/Documents/revenue-leaflet-housebuilders.pdf
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/ILine-of-Business-publications/Documents/revenue-leaflet-housebuilders.pdf
http://www.kpmg.com/Global/en/IssuesAndInsights/ArticlesPublications/ILine-of-Business-publications/Documents/revenue-leaflet-housebuilders.pdf
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4. Corporate reporting – beyond mere compliance 
 

This article is contributed by:  

 

 

 
Lee Sze Yeng  
Head of Quality 

Chua Yun Leng  
Senior Manager, Professional Practice 

  

 

 

Victor Koh  
Senior Manager, Professional Practice  

 

 

 

“Is the disclosure required under the accounting standards?” 

“How do we comply with accounting standards and, at the same time, not provide too 
much information to our competitors?” 

Management is accustomed to bear these questions in mind when preparing annual reports.   

Increasingly, investors, analysts and other users of annual reports are demanding better corporate 
disclosures and communication.  These users want to know the financial health and performance 
of the companies.  Particularly, when there are complex transactions and fairly technical 
accounting policies on impairment assessments and fair value measurements, preparers should 
spend more thought on how to better explain such topics to their readers of financial information. 

With an increasing demand for more transparency in corporate reporting by investors and 
regulators, enhanced corporate reporting going beyond mere compliance is no longer a good-to-
have, but is critical to avoid unnecessary scrutiny or malicious allegations.   

In particular, management should consider providing expanded disclosures on valuation of hard-to-
measure items, complex transactions and areas of judgement that could have a material impact 
on the measurement bases, for example significant business acquisitions, investments in 
complex structures, valuation of over-the-counter derivatives and biological assets, classification 
of investments as associates versus financial assets, assessment of impairment of assets etc. in 
their annual reports.  
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How do we improve on disclosures? 
 
We summarise the possible areas of improvements to disclosures below: 
 

Subject Better disclosures in the annual report 
No impairment loss is recognised on 
equity-accounted investments although the 
market value of the investments is lower 
than their respective carrying amounts  

No impairment loss is recognised on non-
financial assets such as property, plant and 
equipment even though the reporting 
entity’s market capitalisation is lower than 
the entity’s net assets  

Accounting standards do not specifically require 
disclosures on the impairment assessment 
performed by management when there is no 
impairment loss recognised in the financial 
period.   

However, in view of this impairment trigger, 
management may consider providing more 
insights in voluntarily explaining the basis of 
their impairment assessment to support why 
the recoverable amount of an asset exceeds its 
carrying amount.   

Significant bargain purchase gains were 
recognised from business acquisitions that 
could have been achieved if the fair value 
of the acquiree’s net assets is far higher 
than the purchase consideration 

Significant goodwill was recognised from 
business acquisitions that could have been 
achieved if the fair value of the acquiree’s 
net assets is far lower than the purchase 
consideration. 

Valuation of non-financial assets re-
measured at fair values, such as biological 
assets and the valuation of derivatives.  

 

 

Management can consider providing 
explanations on the significant judgements 
made in identifying the intangible assets 
acquired in business acquisitions, and the 
valuation models used in determining the fair 
value estimates of assets and liabilities in 
business acquisitions, fair valuation of non-
financial assets and derivative financial 
instruments.  As these items could be hard-to-
measure and significant inputs used are not 
based on market observable data, management 
can expand on their financial statement 
disclosures to explain, for example: 

• The significant inputs into the valuation 
models 

• The key assumptions used and their effect 
on the measurements calculated by the 
valuation models 

• Other alternatives considered apart from  
the selected choice and why was the 
selected valuation method considered to be 
the most appropriate valuation method 

• The governance structure around such 
estimates and whether there is a robust 
challenging process in place 
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Enhanced auditor reporting 
 
In January 2015, the International Auditing and Assurance Standards Board (IAASB) issued ISA 
701 Communicating Key Audit Matters in the Independent Auditor’s Report to provide greater 
transparency about the audit that was performed.  Auditors will be expected to report complex 
accounting issues and difficult judgements and estimates made by management to the 
shareholders of listed entities.  This is applicable to all listed entities for financial year ending on or 
after 15 December 2016.  This new standard requires auditor’s reports to go beyond a binary 
pass/fail opinion on the financial statements to provide greater transparency about the audit.  
Auditors are required to describe the matters which require most attention by the auditors (“Key 
Audit Matters”), and how these were addressed in the audit, including the audit procedures 
performed and/ or the observations as a result of such procedures in the auditor’s report. 
 
The United Kingdom is into the second year of implementation of the enhanced auditor’s report. 
We can gather and learn from their experience.    
 
Overall, investors have warmly welcomed the enhanced auditor’s reports.  These auditor’s reports 
containing observations were praised by the Investment Management Association as most 
insightful.  Globally, the Netherlands also introduced similar requirements for December 2014 
year-end audits.   
 
In July 2015, Singapore adopted IAASB’s equivalent standards, with the same 2016 effective 
date.  For June 2015 year-end audits, a small number of companies in Australia are piloting the 
enhanced auditor’s reports.  
 
Change is on its way for enhanced reporting.  But enhanced disclosures cannot be led by, and 
should certainly not be provided only by the auditors.   
 
We can expect the enhanced auditor’s reports to highlight the following points as Key Audit 
Matters: 
• matters that involved significant complexity or subjectivity in the management’s selection of 

accounting policies; 
• matters that involved significant management assumptions and estimation uncertainties;  
• any significant weaknesses in internal controls that have a material impact on the financial 

statements.  
 
Management should re-visit how they are disclosing such information to avoid the auditors being 
the only source of information.  Management can make their own voice heard, either through 
additional disclosures within, or beyond the financial statements or through other means. 
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Restoring trust 
 
Corporate reporting and audit have an important role in restoring trust.  The first step is to move 
from mere compliance to better communicate the company’s performance and development.  
 
Expanded disclosures are like more pieces in a jigsaw puzzle, they help to give clues on the 
company.  Unless the financial statements, notes, auditor’s report, letter to shareholders and 
other communications are put together, it is still difficult for financial statements users to see the 
whole picture.  The management needs to pay more attention on clearly and concisely 
communicating their company’s story, who it is and what it does and how it creates value, 
strategy, opportunities and risks and its business model and governance.  This way, it provides 
stakeholder a holistic view of the company and its future.   
 
Increased transparency in annual reports is a positive change as it helps the level of dialogue 
between companies and shareholders.  
 
To find out more about the new audit reporting requirements, you can watch our video, and read 
our Enhancing auditor reporting: Providing insight and transparency. 
   

https://www.youtube.com/watch?v=_4UbI1VKubk&list=PLUBqfIWG_2JZvWPu9lbZknkn3D9x-WONw
https://home.kpmg.com/xx/en/home/insights/2015/07/providing-insight-and-transparency.html
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5. International developments 
 

 

 

 

IFRS 9 impairment – ITG tackles some difficult areas of judgement 
 
The new expected credit loss model for the impairment of financial 
instruments has triggered a variety of implementation issues. 
 
At its second substantive meeting, the IFRS Transition Resource Group for 
Impairment of Financial Instruments (the ITG) discussed a number of issues 
that were submitted by stakeholders. 
 
The IASB Board members believed that estimates of expected credit losses 
on revolving credit facilities should not include losses on draw-downs that 
exceed contractual credit limits. 
 
Additionally, ITG members appeared to agree that internal credit risk ratings 
and behavioural indicators may be valuable tools in applying the new standard. 
 
On most issues, members of the group generally appeared to agree on the 
interpretation of the standard. In some cases, they provided further 
clarifications to help preparers implement the requirements. 
 
For each issue submitted, the IASB will consider what action – if any – is 
required. The ITG’s next meeting is planned for 11 December 2015. 
 
Read our IFRS Newsletter: IFRS 9 Impairment for the latest discussions on the 
impairment requirements in IFRS 9 Financial Instruments. 
 

  

https://home.kpmg.com/xx/en/home/insights/2015/09/ifrs-newsletter-ifrs9-impairment-credit-risk-increase-ecl-contractual-term-rcf.html
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Financial instruments – Some challenges arising from IAS 32   
 
Some challenges have been identified in applying IAS 32 Financial 
Instruments: Presentation to the classification of financial instruments with 
characteristics of equity. 
 
At its September meeting, the IASB’s discussions focused on the 
classification of non-derivatives. 
 
The Board discussed the extent to which the requirements in IAS 32 capture 
the features that users need to make their assessments, and considered three 
possible classification approaches. 
 
The classification of derivatives will be considered at a future meeting. 
 
Read our IFRS Newsletter: Financial Instruments for a summary of recent 
developments. 
 

 “Although IAS 32 works well for many instruments, the staff’s 
analysis has highlighted inconsistencies that arise when using it to 
distinguish liabilities from equity.” 

Chris Spall 
KPMG’s global IFRS financial instruments leader 

 

  

 

Financial instruments - A second discussion paper for macro hedging 
 
The IASB plans to issue a second discussion paper on its macro hedge 
accounting project before publishing an exposure draft. 
 
As a first step, at its July 2015 meeting the Board approved the staff's 
proposed scope and approach for identifying the information needs of 
constituents. 
 
The Board also made further progress on its project on financial instruments 
with characteristics of equity. It identified the features of claims that are 
relevant to the assessments that users might make using information in the 
financial statements. 
 
Read our IFRS Newsletter: Financial instruments for a summary of recent 
developments. 
 

 “The likely end-point for mandatory adoption of IFRS 9’s new general 
hedging model remains some years away given the Board’s plan to 
issue a second discussion paper on macro hedging.” 

Chris Spall 
KPMG’s global IFRS financial instruments leader 

 

  

https://home.kpmg.com/content/dam/kpmg/pdf/2015/10/FI-newsletter-issue-26-30092015.pdf
https://home.kpmg.com/xx/en/home/insights/2015/07/financial-instruments-macro-hedging-second-discussion-paper-ifrs9-280715.html
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Insurance – IFRS 9 deferral for insurers 
 
At its September meeting, the IASB reached a number of decisions on its 
planned response to the differing effective dates of the forthcoming insurance 
contracts standard and IFRS 9 Financial Instruments. 
 
As part of those decisions, the Board agreed to propose an optional deferral of 
the effective date of IFRS 9 at the reporting entity level for certain companies 
that issue contracts in the scope of IFRS 4 Insurance Contracts. It will seek 
feedback on the deferral option and an alternative proposal later this year. 
 
Many decisions were also reached on participating contracts. The Board 
focused on disaggregating changes in participating contracts caused by 
changes in market variables, and on addressing accounting mismatches arising 
from hedging activities for direct participating contracts. 
 
The Board has now completed most of its redeliberations, and expects the 
remainder to be completed soon. It expects to issue a final standard in 2016. 
Read our IFRS Newsletter: Insurance for a summary of recent developments. 
 

 “The Board’s decision to permit a deferral of IFRS 9 increases the 
pressure to bring an end to the insurance contracts project.” 

Joachim Kolschbach 
KPMG’s global IFRS insurance leader 

 

  

 

Insurance - The IASB decides to amend IFRS 4 
 
In July, the Board continued its discussions on the accounting consequences 
of temporary volatility and accounting mismatches in profit or loss caused by 
the different effective dates of IFRS 9 Financial Instruments and the 
forthcoming insurance contracts standard. 
 
Having considered the options to address these consequences, it tentatively 
decided to amend IFRS 4 Insurance Contracts. An entity would be permitted 
to remove the impact of applying IFRS 9 from profit or loss, subject to certain 
limitations. 
 
This edition of our IFRS Newsletter: Insurance explains the decision and 
outlines the Board’s discussions. 
 

 “Amending IFRS 4 will allow insurers to address much of the 
temporary volatility and accounting mismatches in profit or loss 
when implementing IFRS 9. However, other issues still exist.” 

Joachim Kolschbach 
KPMG’s global IFRS insurance leader 

 

  

https://home.kpmg.com/content/dam/kpmg/pdf/2015/10/insurance-newsletter-2015-48.pdf
https://home.kpmg.com/xx/en/home/insights/2015/07/ifrs-newsletter-insurance-mitigating-volatility-profit-loss-ifrs4-ifrs9-240715.html
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Banking – Accounting for client clearing continues to generate debate 
 
The size of a bank’s balance sheet can have a direct impact on the size of its 
capital requirements.  
 
But should client clearing transactions be on a clearing member’s balance 
sheet? In this quarter’s newsletter, we explore some of the accounting issues 
involved. 
 
In the past year, certain benchmark interest rates have become negative and 
remained so. This creates real economic challenges, but also leads to 
accounting issues that have not previously been considered. We discuss some 
of the common questions. 
 
We also discuss EFRAG’s endorsement advice on IFRS 9 Financial 
Instruments and updates on the IASB’s projects.  
 
For more detail, read our IFRS Newsletter: The Bank Statement. 
 

 “Client clearing is an evolving area and banks will need to continue to 
invest time to perform the relevant analysis.” 

Elizabeth Graystone 
Banking Accounting Advisory, KPMG in the UK 

 

  

 

Banking - IFRS 9 SPPI analysis: Are all complexities on banks’ radar? 
 
Many implementation projects for IFRS 9 Financial Instruments focus on the 
new expected credit loss model. However, banks shouldn’t under-estimate 
the impact of other changes – in particular, the judgement required, and the 
potential complexities involved, in assessing how a financial asset should be 
classified. We discuss some of these challenges in the context of a lending 
arrangement.  
 
We also discuss how the leverage ratio is encouraging banks to consider the 
size of their balance sheet. This may involve a review of whether client money 
should be recognised on-balance sheet. As the accounting analysis is usually 
very specific to the particular facts and circumstances,  we highlight some of 
the key factors to consider. 
 
We will also cover IFRS 9 developments and the IASB’s projects on macro 
hedging and the distinction between liabilities and equity. 
 
For more detail, read our IFRS Newsletter: The Bank Statement. 
 

 “Just asserting that a financial asset feels like a basic lending 
arrangement does not mean that it meets the contractual cash flows 
test in IFRS 9.” 

Reinhard Klemmer 
Financial Services, KPMG in Singapore 

 

  

https://home.kpmg.com/content/dam/kpmg/pdf/2015/10/banking-newsletter-2015-19.pdf
https://assets.kpmg.com/content/dam/kpmg/pdf/2015/08/banking-newsletter-2015-18-update-aug2015-isg0.pdf
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IFRS - Newly effective standards at a glance 
 
Our summary of newly effective and forthcoming standards now contains five 
summary sheets based on the four most common financial year ends.  
These sheets will be available year-round, updated whenever a relevant 
pronouncement is issued, to make it easier for you to look up information for 
your financial year end, whenever you need it. 
 
Access the summaries via our IFRS: New standards web page. 

  

 

Insights into IFRS - Our latest thinking on IFRS 
 
New standards, a surge in M&A activity, continued pressure for better 
business reporting… all of these factors make this a challenging (and 
interesting) time for the preparers of financial statements. 
 
Insights into IFRS is your tool to help you apply IFRS to real transactions and 
arrangements, by providing in-depth and easily understandable guidance on 
the application of the standards – based on the experiences of our 
practitioners of IFRS. It can be used alongside our suite of Guides to annual 
financial statements to form your complete guide to the year end. 
 
Organised by topic and reflecting IFRS in issue at 1 August 2015, Insights 
emphasises the application of IFRS in practice and explains the conclusions 
reached on many interpretative issues. The overview edition provides a high-
level briefing for audit committees and boards. 
 
New for the 12th Edition 
 
Fully updated, the 12th Edition includes detailed guidance on the full version of 
the new financial instruments standard (IFRS 9 (2014)). It also covers the 2009 
classification and measurement requirements and includes mappings to help 
you navigate the available implementation options. In addition, it contains a 
new chapter on disclosure of interests in other entities (IFRS 12). 
 
Contact us should you wish to order a hard copy of Insights into IFRS. You can 
download a copy of Insights into IFRS: An overview from KPMG’s Global IFRS 
Institute. 

  

 

Your essential year-end guides 
 
Our Guides to annual financial statements help you to prepare your financial 
statements in accordance with IFRS, illustrating one possible format for 
financial statements based on a fictitious multinational corporation to help you 
identify which disclosures may be required.  
 
These updated guides reflect IFRSs in issue at 1 August 2015 that are required 
to be applied by a company with an annual reporting period beginning on 1 
January 2015.  
 
Click here to access the Annual illustrative disclosures and disclosure 
checklist. 
 

  

 

https://home.kpmg.com/xx/en/home/insights/2015/07/new-standards-are-you-ready-ifrs.html
https://assets.kpmg.com/content/dam/kpmg/pdf/2015/09/insights-overview-20150910.pdf
https://home.kpmg.com/xx/en/home/insights/2013/09/insights-into-ifrs.html
https://assets.kpmg.com/content/dam/kpmg/pdf/2015/09/insights-overview-20150910.pdf
https://home.kpmg.com/xx/en/home/insights/2014/08/guide-ifs-disclosures-sept14.html
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ASC  Accounting Standards Council in Singapore  
ACRA  Accounting and Corporate Regulatory Authority 
CPF Central Provident Fund 
DP  Discussion Paper 
ED  Exposure Draft 
FASB  U.S. Financial Accounting Standards Board  
FSP  FASB Staff Position 
FRS  Singapore Financial Reporting Standard 
GAAP  Generally Accepted Accounting Principles 
IAS  International Accounting Standard 
IAASB  International Auditing and Assurance Standards Board 
IASB International Accounting Standards Board 
IASC  International Accounting Standards Committee 
ISCA  Institute of Singapore Chartered Accountants  
IFRIC  International Financial Reporting Interpretations Committee 
IFRS  International Financial Reporting Standard  
INT FRS  Interpretation of Financial Reporting Standard 
IRAS Inland Revenue Authority of Singapore  
LM Listing Manual of the Singapore Exchange 
MAS Monetary Authority of Singapore 
MOF Ministry of Finance 
PCAOB Public Company Accounting Oversight Board 
REIT Real Estate Investment Trust 
SGX  Singapore Exchange 
XBRL  eXtensible Business Reporting Language 

Note: All values in this publication are in Singapore Dollars, unless otherwise stated. 
 

Common abbreviations 

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. 
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	The journal entries for the above alternate scenarios are as follows:
	To help you understand more about the transition options, you can refer to our publication on Transition to the New Revenue Standard and Issues In-Depth (September 2014) – Chapter 13 and 14.
	* Singapore-incorporated companies listed on the Singapore Exchange (SGX) are required to apply a new financial reporting framework identical to the International Financial Reporting Standards from 2018.  For more information refer to KPMG’s Financial...

