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IFRS SFRS(I) 16 FRS 116 Leases 

 

IFRS SFRS(I) 16 FRS 116, the new accounting 
standard for leases, becomes effective for 
annual reporting periods commencing on or 
after 1 January 2019. As with other new 
accounting standards, IFRS SFRS(I) 16 FRS 
116 reporters are required to disclose 
information relevant to assessing the impact of 
IFRS SFRS(I) 16 FRS 116 in periods prior to 
adoption. 

The 2018 annual reporting period is the final 
reporting period prior to the mandatory adoption 
of IFRS SFRS(I) 16 FRS 116; and, by the time 
that companies publish their 2018 annual 
reports, they will have implemented IFRS 
SFRS(I) 16 FRS 116. 

What is the issue? 
Regulator focus on robust disclosure of the expected impact of IFRS SFRS(I) 16 FRS 116 
Paragraphs 30 and 31 of IAS 8 SFRS(I) 1 - 8 FRS 8 Accounting Policies, Changes in Accounting 
Estimates and Errors, detail the disclosure requirements for the expected impact of new accounting 
standards which have not yet been adopted. In particular, IAS 8 SFRS(I) 1 – 8 FRS 8 requires entities 
to disclose known or reasonably estimable information relevant to assessing the possible impact that 
application of IFRS SFRS(I) 16 FRS 116 will have on an entity’s financial statements in the period of 
initial application. 

There has been recent regulator focus on providing robust disclosure of the impact of IFRS SFRS(I) 
16 FRS 116 within 2018 annual reports. It is therefore important that entities carefully consider the 
expected impact of IFRS SFRS(I) 16 FRS 116, to provide specific and meaningful disclosure.  You 
can refer to our Appendix  E: Leases from our Year 2018 Illustrative Financial Statements. 
 
What is the impact and for whom? 
Practical suggestions for robust disclosure of the impact of IFRS SFRS(I) 16 FRS 116 
All entities with leases, or arrangements where significant judgement has been made in assessing 
whether it contains a lease, will need to consider their disclosure of the expected impact of IFRS 
SFRS(I) 16 FRS 116. Entities without leases should consider disclosing the fact that IFRS SFRS(I) 
16 FRS 116 is not expected to impact them. 

With reference to the requirements of IAS 8 SFRS(I) 1 - 8 FRS 8, and the expectations of Singapore’s 
Financial Reporting Surveillance Programme, we set out below our practical suggestions of matters 
for entities to consider disclosing in relation to the expected impact of IFRS SFRS(I) 16 FRS 116: 

NB: these practical suggestions are solely an indicative guide of how an entity could respond to the 
need to disclose the impact of IFRS SFRS(I) 16 FRS 116. Disclosures should be entity-specific, 
and each entity should consider what disclosures best meet the requirements of IAS 8 SFRS(I) 1 - 
8 FRS 8 and regulator expectations, based on their specific facts and circumstances. 

• Disclose the fact that IFRS SFRS(I) 16 FRS 116 Leases has not yet been applied, that it is 
applicable for annual reporting periods commencing 1 January 2019, and the date on which the 
entity expects to first apply IFRS SFRS(I) 16 FRS 116. 

file://sg.gt/GRP-CORPCOMM$/CORPCOM%20DEPT%20SHARE/Sin%20Nee/Financial%20Statement/2018/FKT%20Holdings%20Limited%2015.11.18.pdf
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• Information about the structure and status of the entity’s implementation project. 
• A description of the changes in accounting policy which will take effect, including whether 

exemptions will be applied (such as low-value or short-term exemptions). 
• A description of which transition approach will be taken, and whether any practical expedients 

will be applied. 
• A description of the key judgements and estimates made (such as assessing whether an 

arrangement contains a lease, determining the lease term, calculating the discount rate and 
whether any service/lease components of arrangements will be separated), and identifying 
lease portfolios for which IFRS SFRS(I) 16 FRS 116 has a significant impact. 

• Quantification of the expected impact (restatement to assets, liabilities and retained 
earnings/opening retained earnings adjustment, or the change in assets, liabilities, income, 
expense on adoption, depending on transition approach). 

• If alternative performance measures (APMs) are used by investors (such as EBITDA), and IFRS 
SFRS(I) 16 FRS 116 is expected to have a significant impact on those APMs, the quantum of 
that impact  

• If taking the simplified transition approach, an explanation of any differences between the current 
operating lease commitment disclosure and IFRS SFRS(I) 16 FRS 116 lease liability balances, 
and a statement that lease liability comparative information has not been restated. 

• Consider any tax accounting considerations of IFRS SFRS (I) 16 FRS 116  
 
When does it apply? 
IFRS SFRS(I) 16 FRS 116 applies for annual reporting periods beginning on or after 1 January 2019. 
Therefore, there is an expectation, as explained above, that disclosures within the 2018 annual 
reports will sufficiently explain the expected impact of IFRS SFRS(I) 16 FRS 116, particularly given 
that 2018 annual reports will be released during 2019, after IFRS SFRS(I) 16 FRS 116 has been 
adopted. 

 

IASB proposes one-year deferral of insurance contracts Standard 

 

The IASB has decided to propose extending to 
year 2022 the temporary exemption for insurers to 
apply the financial instruments Standard, IFRS 9, 
so that both IFRS 9 and IFRS 17 can be applied 
at the same time. 
 
The decision to propose a one-year deferral at this 
meeting acknowledges the uncertainty that arises 
from the Board’s discussions about IFRS 17, while 
being responsive to comments from stakeholders 
that implementation should not be unduly 
disrupted. By making this decision, the Board has 
provided a clear direction, which will help 
companies with their planning. 
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Introduction to accounting for cryptocurrencies under IFRS SFRS(I) 
FRS  
 
In more recent times, bitcoin was launched as a crypto-currency. Subsequently, numerous other 
cryptocurrencies, crypto-coins and crypto-tokens have been launched with varying purposes and levels 
of adoption.  
 

 
 

Crypto-assets have diverse terms and 
conditions, and the purpose for holding them 
also differs among holders. Hence, holders of a 
crypto-asset will need to evaluate their own facts 
and circumstances in order to determine which 
accounting classification and measurement 
under current IFRS SFRS(I) FRS should be 
applied. Depending on the standard, the holder 
may also need to assess its business model in 
order to determine the appropriate classification 
and measurement.

Classification and measurement 
Currently, IFRS SFRS(I) FRS do not provide specific guidance on accounting for crypto assets. With 
the current lack of clear guidance, there is likely to be a large amount of diversity in practice as to what 
alternative accounting treatments may be acceptable for crypto assets and in particular 
cryptocurrencies.  it’s necessary to obtain a detailed understanding of the particular type of 
cryptocurrency and use of blockchain being considered. 

We therefore recommend following a framework to determine the most appropriate accounting 
treatment. The framework should consist of the following steps. A four step process should be 
considered: 

 

                    Understand the blockchain environment the entity is operating in 
                         

                             

                             Understand how the entity operates (solo or in a pool) 
 

                                          Understand the rights associated with the particular cryptocurrency (or crypto                                        
asset) 
 

                                                  Apply existing IFRSs SFRS(I)s and FRSs to the specific facts and 
circumstances based on the understanding obtained above. Today’s 
accounting rules would lead to accounting for Bitcoins either as an 
intangible asset or inventories.  

Step 2 

Step 3 

Step 1 

Step 4 
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If the Bitcoins are recognised as inventory, then 
they would need to be measured at the lower of 
cost and its net realisable value. The entity could 
disclose the fair value of the Bitcoins. 

 

 

 

 

If the Bitcoins are recognised as intangible 
assets, then the default position would also be to 
measure them at cost. There is the possibility 
that if the Bitcoins are accounted for as 
intangible assets, an entity might be able to 
justify that there is an active market for the 
Bitcoins, in which case the Bitcoins would be 
able to be measured at fair value. However, 
movements in that fair value would be 
recognised through other comprehensive 
income and the gain would not be recycled 
through profit and loss when the Bitcoins are 
realised.  

Presentation and disclosure 
The disclosure by holders of crypto-assets will be driven by the disclosure requirements of the IFRS 
SFRS(I) FRS standards that are applied in accounting for them.  Holders of crypto-assets need to 
consider materiality when determining what disclosures are required in their specific circumstances, as 
well as when to aggregate amounts on the face of the financial statements and in the notes. An entity 
should not obscure material information with immaterial information or aggregate material items that have 
different natures or functions as these will reduce the understandability of the financial statements. 
 
Entities holding cryptocurrency assets will need to comply with the disclosure requirements of either IAS 
2 SFRS(I) 1 - 2 FRS 2 Inventories or IAS 38 SFRS(I) 1 – 38 FRS 38 Intangible Assets as 
appropriate. Given that cryptocurrencies do not fit easily within the IFRS SFRS(I) FRS framework, entities 
may need to consider additional disclosures in order to comply with the overall objective in IAS 1 SFRS(I) 
1 - 1 FRS 1 Presentation of Financial Statements which is to provide useful information to the users of 
the financial statements.  
 
Other issues 
Other issues to be aware of: 

Currency translation 
Cryptocurrencies will need to be translated into an entity’s functional 
currency in accordance with the requirements of IAS 21 SFRS(I) 1 – 21 FRS 
21 The Effects of Changes in Foreign Exchange Rates. In terms of initial 
recognition, this means that a cryptocurrency holding will be recorded using 
the spot exchange rate between the functional currency and the 
cryptocurrency at that date.  

Mining issues       
Cryptocurrency mining describes the process in which transactions for 
various forms of cryptocurrency are verified and added to the blockchain 
digital ledger. A number of additional issues arise for entities that are ‘mining’ 
cryptocurrencies. Cryptocurrency ‘miners’ use large amounts of computing 
power to solve blockchain algorithms. Once a block has been solved by the 
miner they may, depending on the mining algorithm, be entitled to 



 
 

 

‘transaction fees’ as consideration for verifying cryptocurrency transactions 
and entering them in the blockchain ledger. 

 
Accounting Considerations for Capital Control Entities 
 
Capital control s are basically regulations for the flow of capital in and out of the country. It controls banks’ 
lending behaviour or how much capital can be raised from foreign direct investments. Everyone, including 
banks, firms, individuals and the government must follow these rules. 
 

Countries enforcing capital control  Entities in  

 

China 

 

Argentina 

 

 

Russia 
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Countries enforcing capital control  Entities in  

 

Taiwan 

 

Indonesia 

 

 Brazil 

 

  



 
 

 

Countries enforcing capital control  Entities in  

 

Venezuela 

 
Measuring assets and liabilities denominated in foreign currency 
IAS 21 SFRS(I) 1-21 FRS 21 The Effects of Changes in Foreign Exchange Rate requires the use of 
closing rates. In determining whether a rate is a closing rate, an entity should consider whether currency 
is obtainable at an official quoted rate and whether the quoted rate is available for immediate delivery. In 
practice, a normal administrative delay in obtaining funds would be acceptable. 

Where exchangeability between two currencies is temporarily unavailable at a transaction date or a 
subsequent balance sheet date, paragraph 26 of IAS 21 SFRS(I) 1 – 21 FRS 21 requires entities to use 
the rate on the first subsequent date at which exchanges could be made. Each entity will need to 
determine, considering their specific circumstances, whether the official exchange rate meets the 
definition of a closing rate. 
 
Entities should disclose the rate used and the effect on the amounts reported in the financial statements. 
Any significant accounting policies and judgements made in determining the rate should be disclosed in 
accordance with the requirements in paragraphs 117 to 124 of IAS 1 SFRS(I) 1 - 1 FRS 1 Presentation 
of financial statements. Management should also consider disclosing the sensitivity of using a different 
exchange rate in accordance with paragraph 129 of IAS 1 SFRS(I) 1 - 1  FRS 1, as part of the disclosures 
of sources of estimation uncertainties (required by paras 125 to 133 of IAS 1, SFRS(I) 1 - 1 FRS 1). 
 

Net assets of a subsidiary in capital control countries 
Parent companies typically use the dividend remittance rate to translate the net assets of a foreign 
operation, because this is usually the rate that would apply if funds from the foreign operation were 
remitted to the parent at the reporting date. 

Management should consider the particular circumstances (including, where relevant, the views of the 
relevant regulator), and might also consider taking legal advice over the rate that will be available for the 
payment of dividends. Management should also consider the IFRS IC agenda decision issued in 
September 2018 addressing the circumstances described in the agenda decision consider situations 
where: the exchangeability of the currency is administered by exchange mechanisms, and the authorities 
set the exchange rates; and the currency is subject to a long-term lack of exchangeability, which results 
in an entity being unable to access foreign currencies using the exchange systems in place. 

https://inform.pwc.com/inform2/show?action=informContent&id=0855174211097183#IAS21_pr26
https://inform.pwc.com/inform2/show?action=informContent&id=0844014710080091#ias01_pr117
https://inform.pwc.com/inform2/show?action=informContent&id=0844014710080091#ias01_pr117
https://inform.pwc.com/inform2/show?action=informContent&id=0844014710080094#ias01_pr129
https://inform.pwc.com/inform2/show?action=informContent&id=0844014710080094#ias01_pr129
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The IC concluded that, in the situations described, entities need to determine if the official exchange rate 
or rates meet the definition of the closing rate (which is the spot exchange rate at the end of the reporting 
period). 

Since economic conditions change frequently in the capital control countries, entities need to reassess, 
at each period end, any relevant changes in circumstances. 

The rate used in translation, and the impact of that rate, should be disclosed. Any significant accounting 
policies and judgements made in determining the rate should be disclosed in accordance with the 
requirements in paragraphs 117 to 124 of IAS 1 SFRS(I) 1-1 FRS 1. Management should also consider 
disclosing the sensitivity of using a different exchange rate in accordance with paragraph 129 of IAS 1 
SFRS(I) 1 - 1 FRS 1, as part of the disclosures of sources of estimation uncertainties (required by paras 
125 to 133 of IAS 1 SFRS(I) 1 - 1 FRS 1). The IC agenda decision referred to these disclosure 
requirements, and also observed that any significant restrictions on the ability to access or use assets 
and settle liabilities of operations in capital control  countries should be disclosed in accordance 
with paragraphs 20 and 22 of IFRS SFRS(I) 12 FRS 112 Disclosure of Interest in Other Entities. . 
 
Consolidation of capital control subsidiaries 
Some have questioned whether continuing uncertainty and difficulties in repatriation mean that 
multinational companies should consider de-consolidation of their capital control subsidiaries under 
IFRSs SFRS(I)s FRSs. 

Multinational companies should only de-consolidate the capital control countries subsidiaries if they no 
longer meet the three criteria for control under IFRS SFRS(I) 10 FRS 110 Consolidated financial 
statements. Uncertainty about repatriation of profits and exchange restrictions alone are unlikely to result 
in a loss of control under IFRS SFRS(I) 10 FRS 110. However, each situation should be addressed on its 
individual merits. 

An investor controls an investee if it has all of the following elements: 

1. power over the investee; 
2. exposure, or rights, to variable returns from its involvement with the investee; and 
3. the ability to use its power over the investee to affect the amount of the investor’s returns. 

[IFRS SFRS(I) 10 FRS 110 para 7(a)–(c)]. 
   If one or more of the elements of control changes, an entity should reassess control. 

An investor will lose control of its subsidiary when it no longer has the power to direct its relevant activities, 
and hence loses the ability to vary its returns. This is a high hurdle. Where an entity has power, it must 
demonstrate (in order to determine that it does not have control) that it has no exposure to variable returns. 
Difficulties in repatriating earnings, and uncertainty about the exchange rate, are not the same as a loss 
of control. 

This follows from paragraph B83 of IFRS  SFRS(I) 10 FRS 110, which states, “An investor that has power 
over an investee can lose control of an investee if the investor ceases to be entitled to receive returns or 
to be exposed to obligations”. 
 
A parent that continues to direct the relevant activities of its investee in the capital control countries meets 
the power criterion, and it is likely to remain exposed to the variable returns. Those returns could be 
positive or negative, and they are not only financial in nature (see paras B56 and B57 of IFRS SFRS(I) 
10 FRS 110). 
  
Different multinational parents might find themselves in different circumstances, and each fact pattern 
should be carefully considered. However, we believe that most multinational parents with subsidiaries in 
the capital control countries will continue to consolidate in the current environment. 

https://inform.pwc.com/inform2/show?action=informContent&id=0844014710080091#ias01_pr117
https://inform.pwc.com/inform2/show?action=informContent&id=0844014710080094#ias01_pr129
https://inform.pwc.com/inform2/show?action=informContent&id=0844014710080094#ias01_pr125
https://inform.pwc.com/inform2/show?action=informContent&id=0844014710080094#ias01_pr125
https://inform.pwc.com/inform2/show?action=informContent&id=1133242205177502#ifrs12_pr20
https://inform.pwc.com/inform2/show?action=informContent&id=1155185405152556#ifrs10_pr7
https://inform.pwc.com/inform2/show?action=informContent&id=1124200005121823#ifrs10_prb83
https://inform.pwc.com/inform2/show?action=informContent&id=1143201005099304#ifrs10_prb56


 
 

 

A parent needs to consider whether there is significant doubt about the existence of control. An entity 
should also consider what should be disclosed to explain the significant judgements and assumptions 
made in its control assessment. [IFRS 12 SFRS(I) 12 FRS 112 para 7]. An entity is also required to 
disclose significant restrictions on its ability to access or use the assets and settle the liabilities of the 
group. [IFRS 12 SFRS(I) 12 FRS 112 para 13]. 
 
Hyper-inflation, estimation of the general price index and impairment considerations 
If  the capital control  countries are hyper-inflationary economies, and IAS 29 SFRS(I) 1 – 29 FRS 29 
Financial reporting in hyper-inflationary economies should be applied. IAS 29 SFRS(I) 1 – 29 FRS 29 
should be applied in 2017 to entities with a functional currency of one of the countries listed below: 

• South Sudan; 
• Suriname; 
• Syrian Arab Republic; 
• Venezuela; and 
• Angola. 

 The following economies are not expected to be hyper-inflationary in 2017, but should be kept under 
review in 2018: 

• Argentina; 
• Sudan: 
• Libya; and 
• Democratic Republic of the Congo. 

The application of IAS 29 SFRS(I) 1 – 29 FRS 29 requires the use of a ‘general price index that reflects 
changes in purchasing power’. IAS 29 SFRS(I) 1 – 29 FRS 29 considers circumstances in which a general 
price index might not be available, and it suggests that the inflation rate can be estimated based on the 
devaluation of the hyper-inflationary currency against a relatively stable foreign currency. However, due 
to the strict currency controls in place in the capital control countries the devaluation of the currency has 
not depicted inflation rates and therefore is not used as an alternative to estimate inflation. 

In these circumstances, judgement will be required to estimate a general price index. That could be done, 
for example, by using external experts to estimate inflation. Alternatively, entities could estimate inflation 
internally and validate the estimates by reference to the ranges estimated by experts and any other 
publicly available information, such as financial reports, or other economic information provided by official 
sources, etc. 

The level of the price index used and its impact should be disclosed in accordance with paragraph 39 of 
IAS 29 SFRS(I) 1 – 29 FRS 29. Any significant accounting policies and judgements made in determining 
the inflation rate should be disclosed in accordance with the requirements in paragraphs 117 to 124 of 
IAS 1 SFRS(I) 1 – 1 FRS 1. Management should also consider disclosing the sensitivity of using a different 
inflation rate in accordance with paragraph 129 of IAS 1 SFRS(I) 1 – 1 FRS 1, as part of the disclosures 
of sources of estimation uncertainties (required by paras 125 to 133 of IAS 1 SFRS(I) 1 - 1 FRS 1). 
 
Finally, taking into consideration the significantly high levels of inflation that exist in the capital control   
countries, entities should bear in mind that non-monetary assets that have been restated following the 
guidance in IAS 29 SFRS(I) 1 – 29 FRS 29 are still subject to impairment assessment in accordance with 
the relevant guidance. If an asset’s recoverable amount is less than its restated amount, the asset is 
written down, even if no impairment of the asset was required in the historical cost financial statements. 
Any impairment charge is recognised in profit or loss. 

Cash balances 
Management should also consider disclosing, under IAS 7 SFRS(I) 1 – 7 FRS 7 Statement of cash flows, 
the effect of the exchange controls in the capital control  countries on whether cash balances are available 
for general use by the group. 

https://inform.pwc.com/inform2/show?action=informContent&id=1131241005177226#ifrs12_pr7
https://inform.pwc.com/inform2/show?action=informContent&id=1148241705177341#ifrs12_pr13
https://inform.pwc.com/inform2/show?action=informContent&id=0830175711089689
https://inform.pwc.com/inform2/show?action=informContent&id=0830175711089689
https://inform.pwc.com/inform2/show?action=informContent&id=0830175711089689
https://inform.pwc.com/inform2/show?action=informContent&id=1356152802094176#ias01_pr39
https://inform.pwc.com/inform2/show?action=informContent&id=1356152802094176#ias01_pr39
https://inform.pwc.com/inform2/show?action=informContent&id=0844014710080094#ias01_pr125
https://inform.pwc.com/inform2/show?action=informContent&id=0844014710080094#ias01_pr125
https://inform.pwc.com/inform2/show?action=informContent&id=0844014710080094#ias01_pr129
https://inform.pwc.com/inform2/show?action=informContent&id=0844014710080094#ias01_pr125
https://inform.pwc.com/inform2/show?action=informContent&id=0830174511084087
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ACRA has issued the FRSP – Review Procedures Guide and ACRA’s 
Practical Guidance No. 1 of 2019 
 
On 1 February 2019 ACRA has issued the following: 
 
• ACRA's Practical Guidance No. 1 of 2019 
 

ACRA's Practical Guidance No. 1 of 2019 
 
To guide directors in reviewing their company’s upcoming financial statements, ACRA is publishing 
the FRSP areas of review focus for FY2018 FS. This will remind directors of some potential risks of 
misstatement in the financial statements and provide the questions they may ask management to 
improve the quality of financial reporting. Directors are urged to pay more attention to the following 
financial reporting areas: 
 
1. New accounting standards – What are the areas with critical judgements and significant 

estimates? 
The following SFRS(I)s effective in 2018 and 2019, to change focus from disclosure of estimated 
impact to: 
(i) reviewing the application and  
(ii) ensuring compliance with the detailed disclosure requirements 

 
 SFRS(I) 15 / FRS 115 Revenue from Contracts with Customers 
 SFRS(I) 9 / FRS 109 Financial Instruments 
 SFRS(I) 16 / FRS 116 Leases 
 

2. Impairment assessment and valuation – Are they performed using a suitable model with objective 
and realistic assumptions? 

 
3. Major transactions – Does the accounting treatment reflect the economic substance of the 

arrangement? 
4. Statement of cash flows – Are cash flows appropriately classified within operating, investing or 

financing cash flows? 
5. Significant judgements and estimates – Are disclosures tailored to the company’s circumstances? 

 
 

 

 
 
 
 
 
 
 
 
 
 
 

https://www.acra.gov.sg/uploadedFiles/Content/Publications/Practice_Guidance/Practice%20Guidance%20-%20Areas%20of%20review%20focus%202018.pdf
https://www.acra.gov.sg/uploadedFiles/Content/Publications/Practice_Guidance/Practice%20Guidance%20-%20Areas%20of%20review%20focus%202018.pdf


 
 

 

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

 
 

Foo Kon Tan LLP  
24 Raffles Place #07-03 
Clifford Centre  
Singapore 048621 
T: +65 6336 3355 
F: +65 6337 2197 
 
 
 
 
 
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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D   +65 6304 2341                     
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