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Our new FKT Holdings Limited and its subsidiaries - 2019 Illustrative 
FRS Financial Statements  
We will be issuing our new FKT Holdings Limited and its subsidiaries – 2019 Illustrative FRS financial 
statements for listed entities incorporated in Singapore soon. Please keep a lookout for it!  

 
This 2019 edition includes the additional disclosures that are required on adoption of the new 
accounting standard, IFRS 16/ SFRS(I) 16/ FRS 116 Leases. For more details on the new IFRS 16/ 
SFRS(I) 16/ FRS 116 disclosures, please refer to the below section “Year-end reminders for year ending 
31 December 2019”. 
 
Year - end reminders for year ending 31 December 2019 
 
As we approach 31 December 2019, below is our top five year – end reminders: 
 
 New adoption of accounting standards 

 
Leases 
IFRS 16/ SFRS (I) 16/ FRS 116 is effective for annual periods beginning on or after 1 January 2019. The 
standard specifies how an IFRS /SFRS (I)/ FRS preparer will recognise, measure, present and disclose leases. 
The standard provides a single lessee accounting model, requiring lessees to recognise assets and liabilities 
for all leases unless the lease term is 12 months or less or the underlying asset has a low value. Lessors 
continue to classify leases as operating or finance, with IFRS 16’s /SFRS (I) ‘s/ FRS’s approach to lessor 
accounting substantially unchanged from its predecessor, except for lessor accounting of sub-lease., The 
following disclosures should be considered: 
• A brief description of the new standard, the date that adoption is required and the date that the Company 

has adopted the standard, as well as the method utilized by the Company. 
• A discussion of the impact of adoption of the standard on the financial statements of the Company. 
• Disclosure of the weighted average lessee’s incremental borrowing rate applied to lease liabilities 

recognised in the statement of financial position at the date of initial application. 
• An explanation of any difference between (i) operating lease commitments disclosed applying IAS 17/ 

SFRS(I) 1-17/ FRS 17 at the end of the annual reporting period immediately preceding the date of initial 
application, discounted using the incremental borrowing rate at the date of initial application; and (ii) lease 
liabilities recognised in the statement of financial position at the date of initial application. 

• Disclosure of the practical expedients used by the company on transition (only applicable for the modified 
retrospective approach). 

• Disclose information about its leases either in a single note or separate section in the financial statements. 
• Disclose the following amounts for the reporting period: 
• A maturity analysis of lease liabilities in accordance with IFRS 7 SFRS(I) 7 FRS 107 – Financial 

Instruments: Disclosures. 
• Additional qualitative and quantitative information about its leasing activities such as nature of the lessee’s 

leasing activities; exposures arising from future cash outflows due to variable lease payments, extension 
options and termination options, residual value guarantees and leases not yet commenced to which the 
lessee is committed; restrictions or covenants imposed by the leases; and sale and leaseback 
transactions. 

• A lessee that accounts for short-term or low-value leases shall disclose such fact. 
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 Revenue recognition 
 
In addition, given the significance and pervasive impact the relatively new revenue standard had on companies, 
ACRA has indicated a heightened expectation that the disclosures will evolve and become more robust over 
time, in order to assist financial statement users in understanding the impact of adoption. 
 
Directors should also look out for the following hot topics in implementing the new revenue standard, if relevant: 
 
Non-refundable upfront fee 
Companies may sometimes require customers to pay a one-off non-refundable upfront fee at the inception of 
the contract. Under the old revenue standards, the company would most probably recognise the upfront fee as 
revenue immediately when received, since it is non-refundable. However, it is no longer so straight-forward 
under the new revenue standard as it requires the Company to assess whether such fees are payments for 
goods or service (performance obligations) to be delivered at the inception of contract or in the future. If it is the 
latter, revenue should be deferred and recognised when the performance obligations are satisfied. 

 
Costs to fulfil a contract 
Although IFRS 15 SFRS (I) 15 FRS 115 is a revenue standard, it also covers the accounting for contract 
fulfilment costs. Unlike the old IAS 11 FRS 11 Construction Contracts, it is more stringent for capitalisation of 
contract costs under IFRS 15 SFRS (I) 15 FRS 115, which clarifies that only costs that give rise to resources 
that will be used in satisfying performance obligations in the future and that are expected to be recovered are 
eligible for recognition as assets. Those requirements ensure that only costs that meet the definition of an asset 
are recognised as such and that an entity is precluded from deferring costs merely to normalise profit margins 
throughout a contract by allocating revenue and costs evenly over the life of the contract (old “attributable profit” 
concept under IAS 11/ FRS 11. IFRS 15 / SFRS (I) 15 / FRS 115 paragraph 98(c) states that an entity shall 
recognise costs that relate to satisfied performance obligations (or partially satisfied performance obligations) 
in the contract (i.e. costs that relate to past performance) as expenses when incurred. 
 
Based on the above, it seems that other than direct costs that an entity can specifically identify and will be 
used in satisfying future performance obligations, most of the costs incurred for construction where the 
performance obligation is satisfied over time would be expensed when incurred. 
 

 Impairment assessment considerations 
 

Impairment assessment continues to be an area of review focus for FY2018 financial statements under ACRA’s 
Financial Reporting Surveillance Programme. In addition, the global economy is going on a downturn and 
recession is looming.  
 
Many companies will need to complete year-end impairment tests either as the result of an impairment indicator 
or as part of their annual goodwill or indefinite-life intangible impairment testing. Companies should assess 
whether these events represent a trigger for impairment testing, which may result in write-down, write-off, or 
adjustment of the useful lives of affected assets. Affected assets may include long-lived assets, goodwill or 
intangibles.  
 
Order of impairment testing 
If goodwill and long-lived assets that are to be held and used are being tested at the same time, it is important 
to remember the order of impairment testing. Prior to testing goodwill for impairment, companies should first 
test other assets (e.g., accounts receivable, inventory) and indefinite-lived intangible assets. Then long-lived 
assets, including definite-lived intangible assets, should be tested before any goodwill impairment testing is 
performed. Any impairment indicated in each test should be recorded before performing the next test. 
 
Another point to be mindful is on the impairment assessment of investment in subsidiaries and amount due 
from these subsidiaries. The impairment considerations for both items should be consistent. 
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Reversal of impairment 
While we have been discussing the importance of impairment assessment, assessment for reversal of 
impairment should also be performed on the impaired assets at every reporting date. 
 
The issue for consideration is whether an indicator of reversal can arise from an improvement in the estimate 
of recoverable amount due to the addition of assets to the cash-generating unit.   A further consideration is that 
an impairment loss should be reversed only if there has been a change in the estimates used to determine the 
asset’s or the CGU’s recoverable amount (e.g. a change in cash flows or discount rate).  In other words, the 
“service potential” of the asset must genuinely improve if a reversal is to be recognised as opposed to, for e.g. 
the reversal being the result of the passage of time (sometimes called the “unwinding” of a discount). 
 
When considering the required indicators of reversal, the following are examples of factors that may indicate 
that an entity should test for a reversal of impairment: 
• A siginificant increse in relevant prices (s) such mining prices, or crude oil prices, in particular when using 

long – term forward prices or long – term price assumptions. 
• Significant expansion of reserves or resources 
• Favourable changes in the applicable discount rates or foreign exchange rates. 
 
Paragraph 111 of IAS 36SFRS (I) 1 - 36 lists the external and internal indicators that an impairment loss 
recognised in prior periods may no longer exist or may have decreased. SFRS (I) 1 - 36 requires that, if possible, 
impairment should be assessed for individual assets. For indefinite-lived intangible assets on which an 
impairment loss has been recognised in the past, an entity must perform an annual review for indicators of 
reversal. If such an indicator exists, the entity estimates the recoverable amount of the asset(s) in question and 
previously recognised impairment losses are reversed up to the new recoverable amount, subject to a ceiling 
of the initial carrying amount.  
 
If the recoverable amount cannot be determined for the individual asset, the entity determines the carrying 
amount of the cash-generating unit to which the asset belongs. A cash-generating unit is the smallest 
identifiable group of assets that generates cash inflows that are largely independent of the cash inflows from 
other assets or groups of assets. 
 
However, please note that SFRS (I) 1 - 36 Impairment of Assets specifically prohibits the reversal of 
impairment losses for goodwill. SFRS (I) 1 - 36 requires entities to assess at each reporting date whether 
there is any indication that a previously recognized impairment loss no longer exists or has decreased.  

 
 Fair value measurement and related disclosures 

 
Fair value has become increasingly prevalent in the accounting standards (especially with the new SFRS(I) 9, 
SFRS(I) 15 and SFRS(I) 16 which involves estimates) and is frequently subjected to regulatory scrutiny as well 
as audit focus. Regulators have expressed zealous interest in entities’ fair value measurement and related 
disclosures covered by IFRS 13 / SFRS (I) 13 / FRS 113.  
 
ISCA will also be launching its inaugural ISCA Financial Reporting Guidance 1 (“FRG 1”) – Real Property 
Valuation for Financial Reporting – Best Practices when Engaging Valuers: Considerations for Scope of Work 
(“SOW”) and Valuation Report (“VR”) in November 2019. 
 
Some key reminders are:  
 
Professional competency of valuer 
• To consider whether the person conducting the valuation has the appropriate professional qualifications, 

knowledge and experience to value the particular asset.  
• To consider whether there are any areas excluded from the scope of the valuer’s work and who are 

reviewing those areas.   
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Valuation inputs used  
• Valuation techniques must comply with the IFRS 13 / SFRS (I) 13 / FRS 113 requirements.  
• To assess whether the basis and assumptions used in the valuation:  

- are realistic and reasonably possible (comparable to historical / actual results); and 
- reasonably reflect the current business plan, the economic outlook and other industry-specific 

conditions, including technological advances. 
• To consider whether external inputs (e.g. market information) are used to the extent that they are available 

and relevant. The use of observable inputs shall be maximised, and the use of unobservable inputs 
minimised. 

• Issuers should use quoted prices in an active market without any adjustment (i.e. a Level 1 input) where 
available.  

• Fair value of derivatives should incorporate counterparty and own credit risk. 
 

Valuation model used  
• To consider the appropriateness and suitability of the valuation model used to value the particular asset. 

For example, the Black-Scholes model may not be appropriate for the valuation of an option with complex 
terms.  

• The use of observable inputs shall be maximised, and the use of unobservable inputs minimised. 
 
Frequency of valuation  
• The frequency of performing full valuation is dependent on the financial effect of the asset and the volatility 

of the value. 
 
Disclosure  
Companies should provide relevant information to meet the standard’s objective, including when the fair value 
is determined by third parties; Companies should provide a description of: 
• the valuation technique;  
• the inputs used (e.g. quantitative info for significant unobservable inputs) – Level 2 and 3; 
• any changes in the valuation techniques and reasons; 
• levels of FV hierarchy;  
• the sensitivity to changes in unobservable inputs;  
• whether current use differs from its highest and best use. 
 
Note the above list sets out disclosures highlighted by the Regulators, for a complete list of disclosure 
requirements, refer to IFRS 13 /SFRS (I) 13 / FRS 113. 

 
 Statement of cash flows  

Preparing the statement of cash flows can be a challenging component of the financial reporting process. 
Statement of cash flows has received increased scrutiny from regulators in the recent years as they view 
operating cash flow as a key metric of short-term health and performance.  
 
The cash flow statement continues to be a common cause of restatements due to inappropriate classification 
of cash flows and treatment of non-cash items.  
 
The classification of a cash flow is based on its nature, without regard to whether it stems from another item 
(referred to as the Nature Principle). The determination can be complex, and judgment is often necessary. The 
following areas are common errors that the regulators continue to observe.  
 
Non-cash transactions  
Unpaid liability was incorrectly included in “Cash outflow from acquisitions of property, plant and equipment or 
business”. This overstated the cash outflow from investing activities and the cash inflow from operating activities. 
 
Transactions with non-controlling interests 
Cash flow from transactions with non-controlling interests was incorrectly presented under operating activities 
or investing activities, instead of financing activities. 
 
In this section, we have highlighted certain areas for preparers to consider for year-end reporting (recap from 
FKT Financial Reporting Updates 4Q 2018). 
 

https://e4250103-6831-410a-91b6-a7dffbe3b79e.filesusr.com/ugd/98591c_0718a56fe5814db8a0fdf6ccd0823095.pdf
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Multiple functional currencies 
When an entity has subsidiaries using multiple functional currencies, the process for preparing the cash flow 
statement can be complex. When preparing the statement of cash flows for a reporting entity with foreign 
operations, the reporting entity should perform the following steps: 
 
Step 1:  The statement of cash flows for each distinct and separable operation that is a foreign entity should be 

prepared on a standalone basis in its respective functional currency.  
 
Step 2: These individual statements of cash flows should be translated into the reporting entity’s reporting 

currency using the relevant spot or average translation rate based on the nature of the item being 
translated.  

 
Step 3: The reporting entity should prepare a consolidated statement of cash flows using the individually 

translated statements of cash flows for each distinct and separable operation, eliminating all inter-
company transactions on consolidation. The effect of exchange rate changes on cash and cash 
equivalents denominated in currencies other than the reporting currency should be calculated for each 
distinct and separable operation.  

 
Non-cash disclosures 
Investing and financing activities that do not result in cash flows are required to be disclosed. This disclosure 
may be in a narrative or tabular format. The non-cash activities may be included on the face of the statement 
of cash flows, in a separate footnote, or in other footnotes, as appropriate. Examples of non-cash transactions 
include:  
• Converting debt to equity 
• Accrued but unpaid compensation (e.g., an annual bonus) that is capitalized as part of software 

development costs or other long-lived assets 
• Obtaining a building or investment asset as a gift  
• Acquiring a business through the issuance of stock  
• Exchanging non-cash assets or liabilities for other non-cash assets or liabilities  
 
Companies should ensure that their processes and controls are designed to ensure non-cash items are 
excluded from the statement of cash flows and appropriate disclosure is made. 

.   
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Areas of Changes in SFRS(I)s 

SFR S(I)s Update of Standards and Interpretations Issued and effective from 1 January 2019:  
 

Effective for financial periods at the end of  

 New Pronouncement Our Publication Effective 
Date Dec Jan Feb Mar Apr May Jun Jul Aug Sept Oct Nov 

SFRS(I) 16 Leases 
FKT Financial 
Reporting Updates 
1Q 2019 

1 January 
2019 2019 2020 2020 2020 2020 2020 2020 2020 2020 2020 2020 2020 

Amendments to SFRS(I) 9 Financial 
Instruments 

FKT Financial 
Reporting Updates 
1Q 2018 

1 January 
2019 2019 2020 2020 2020 2020 2020 2020 2020 2020 2020 2020 2020 

Amendments to SFRS(I) 1- 28 
Investments In Associates and Joint 
Ventures 

FKT Financial 
Reporting Updates 
1Q 2018 

1 January 
2019 2019 2020 2020 2020 2020 2020 2020 2020 2020 2020 2020 2020 

Annual Improvements to SFRS(I) 
2015 – 2017 Cycle 

FKT Financial 
Reporting Updates 
1Q 2018 

1 January 
2019 2019 2020 2020 2020 2020 2020 2020 2020 2020 2020 2020 2020 

Amendments to SFRS(I) 1-19: Plan 
Amendment, Curtailment or 
Settlement 

FKT Financial 
Reporting Updates 
2Q 2018 

1 January 
2019 2019 2020 2020 2020 2020 2020 2020 2020 2020 2020 2020 2020 

SFRS(I) INT 23 Uncertainty of Tax 
Treatments 

FKT Financial 
Reporting Updates 
3Q 2017 

1 January 
2019 2019 2020 2020 2020 2020 2020 2020 2020 2020 2020 2020 2020 

 

     
  

https://docs.wixstatic.com/ugd/bdbcec_c72ef2d8db6d42048b848fe32802b97d.pdf
https://docs.wixstatic.com/ugd/bdbcec_c72ef2d8db6d42048b848fe32802b97d.pdf
https://docs.wixstatic.com/ugd/bdbcec_c72ef2d8db6d42048b848fe32802b97d.pdf
https://e4250103-6831-410a-91b6-a7dffbe3b79e.filesusr.com/ugd/98591c_c7ddba5b7e4549e3a5e9ffeb3797ec4f.pdf
https://e4250103-6831-410a-91b6-a7dffbe3b79e.filesusr.com/ugd/98591c_c7ddba5b7e4549e3a5e9ffeb3797ec4f.pdf
https://e4250103-6831-410a-91b6-a7dffbe3b79e.filesusr.com/ugd/98591c_c7ddba5b7e4549e3a5e9ffeb3797ec4f.pdf
https://e4250103-6831-410a-91b6-a7dffbe3b79e.filesusr.com/ugd/98591c_c7ddba5b7e4549e3a5e9ffeb3797ec4f.pdf
https://e4250103-6831-410a-91b6-a7dffbe3b79e.filesusr.com/ugd/98591c_c7ddba5b7e4549e3a5e9ffeb3797ec4f.pdf
https://e4250103-6831-410a-91b6-a7dffbe3b79e.filesusr.com/ugd/98591c_c7ddba5b7e4549e3a5e9ffeb3797ec4f.pdf
https://e4250103-6831-410a-91b6-a7dffbe3b79e.filesusr.com/ugd/98591c_c7ddba5b7e4549e3a5e9ffeb3797ec4f.pdf
https://e4250103-6831-410a-91b6-a7dffbe3b79e.filesusr.com/ugd/98591c_c7ddba5b7e4549e3a5e9ffeb3797ec4f.pdf
https://e4250103-6831-410a-91b6-a7dffbe3b79e.filesusr.com/ugd/98591c_c7ddba5b7e4549e3a5e9ffeb3797ec4f.pdf
https://e4250103-6831-410a-91b6-a7dffbe3b79e.filesusr.com/ugd/98591c_904412e757ef4c15952fbf23bd49f994.pdf
https://e4250103-6831-410a-91b6-a7dffbe3b79e.filesusr.com/ugd/98591c_904412e757ef4c15952fbf23bd49f994.pdf
https://e4250103-6831-410a-91b6-a7dffbe3b79e.filesusr.com/ugd/98591c_904412e757ef4c15952fbf23bd49f994.pdf
https://e4250103-6831-410a-91b6-a7dffbe3b79e.filesusr.com/ugd/98591c_22deda38cd3e4ab9a2ae47d2944d22f2.pdf
https://e4250103-6831-410a-91b6-a7dffbe3b79e.filesusr.com/ugd/98591c_22deda38cd3e4ab9a2ae47d2944d22f2.pdf
https://e4250103-6831-410a-91b6-a7dffbe3b79e.filesusr.com/ugd/98591c_22deda38cd3e4ab9a2ae47d2944d22f2.pdf


 
 

 
Page 8 of 9 | Financial Reporting Updates Q4 2018 

SFRS (I)s Update of Standards and Interpretations Issued and not effective from 1 January 2019: 
 

Effective for financial periods at the end of  

 New Pronouncement Our Publication Effective 
Date Dec Jan Feb Mar Apr May Jun Jul Aug Sept Oct Nov 

Amendments to SFRS(I) 3: Definition of 
a Business 

FKT Financial 
Reporting 
Updates 2Q 2019 

1 January 
2020 2020 2021 2021 2021 2021 2021 2021 2021 2021 2021 2021 2021 

Amendments to SFRS(I) 1-1 and 
SFRS(I) 1-8: Definition of Material 

FKT Financial 
Reporting 
Updates 2Q 2019 

1 January 
2020 2020 2021 2021 2021 2021 2021 2021 2021 2021 2021 2021 2021 

SFRS(I)17 Insurance Contracts 
FKT Financial 
Reporting 
Updates 4Q 2017 

1 January 
2021 2021 2022 2022 2022 2022 2022 2022 2022 2022 2022 2022 2022 

 

https://e4250103-6831-410a-91b6-a7dffbe3b79e.filesusr.com/ugd/bdbcec_ae26c4c1e2f743028a6b097b6f15747f.pdf
https://e4250103-6831-410a-91b6-a7dffbe3b79e.filesusr.com/ugd/bdbcec_ae26c4c1e2f743028a6b097b6f15747f.pdf
https://e4250103-6831-410a-91b6-a7dffbe3b79e.filesusr.com/ugd/bdbcec_ae26c4c1e2f743028a6b097b6f15747f.pdf
https://e4250103-6831-410a-91b6-a7dffbe3b79e.filesusr.com/ugd/bdbcec_ae26c4c1e2f743028a6b097b6f15747f.pdf
https://e4250103-6831-410a-91b6-a7dffbe3b79e.filesusr.com/ugd/bdbcec_ae26c4c1e2f743028a6b097b6f15747f.pdf
https://e4250103-6831-410a-91b6-a7dffbe3b79e.filesusr.com/ugd/bdbcec_ae26c4c1e2f743028a6b097b6f15747f.pdf
https://e4250103-6831-410a-91b6-a7dffbe3b79e.filesusr.com/ugd/98591c_39841d5d085b4173b86a9e58249db6c3.pdf
https://e4250103-6831-410a-91b6-a7dffbe3b79e.filesusr.com/ugd/98591c_39841d5d085b4173b86a9e58249db6c3.pdf
https://e4250103-6831-410a-91b6-a7dffbe3b79e.filesusr.com/ugd/98591c_39841d5d085b4173b86a9e58249db6c3.pdf


 

                
   

 

Contact us  
 
If you need assistance or advice on the above, we are here to assist you.  

 
 

 

 
 
 
 
 
 
 
 

For more updates, visit us on our social channels: 
 

    
 

www.fookontan.com 
 
 
 

https://sg.linkedin.com/company/foo-kon-tan 
 
 
 

www.facebook.com/fookontanllp/ 
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