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30 October 2015 

 

Mr Hans Hoogervorst 

Chairman 

International Accounting Standards Board 

1
st
 Floor 30 Cannon Street 

London EC4M 6XH 

United Kingdom 

 

(By online submission) 

 

Dear Hans 

 

RESPONSES TO EXPOSURE DRAFTS ON CONCEPTUAL FRAMEWORK FOR 

FINANCIAL REPORTING AND UPDATING REFERENCES TO THE 

CONCEPTUAL FRAMEWORK 

 

The Singapore Accounting Standards Council appreciates the opportunity to comment on the 

Exposure Drafts on Conceptual Framework for Financial Reporting (the ED) and Updating 

References to the Conceptual Framework (the RefUpd ED) issued by the International 

Accounting Standards Board (the IASB) in May 2015.   

 

General 
 

We are greatly encouraged by the IASB’s continued efforts to focus on the review of the 

Conceptual Framework (CF) as a high-priority project and the commendable progress made 

thus far. We are especially heartened that, in coming up with the ED proposals, the IASB has 

actively considered the broad views of stakeholders, including many of our comments on the 

Discussion Paper on A Review of the Conceptual Framework for Financial Reporting (the 

DP). We firmly believe that an improved CF would go a long way in helping the IASB with 

its standard-setting work and in ensuring that IFRS remains relevant in the ever-changing 

world. 

 

At the project level, we reiterate our support for the IASB’s approach of updating, clarifying 

and filing gaps in the existing CF, instead of fundamentally reconsidering all aspects of the 

CF. Besides, we appreciate that the IASB’s identification of potential inconsistencies with 

existing IFRS would add rigor to the development of the proposed guidance, and that those 

inconsistencies should be addressed through its due process. However, for existing IFRS that 

include direct references to the CF, we caution against a purely mechanical updating of 

references to avoid unintended consequences. 
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Although considerable improvements have been made to the discussions in the DP, some 

aspects of the CF remain unaddressed or inadequately addressed, most notably the issues 

associated with equity-liability distinction and other comprehensive income (OCI). That said, 

the issuance of the revised CF cannot and should not be deferred indefinitely. We recognise 

that the equity-liability distinction is unlikely to be satisfactorily addressed at the conceptual 

level and agree with the IASB that it is better dealt with through the IASB’s Financial 

Instruments with Characteristics of Equity (FICE) research project. This aside, we strongly 

encourage the IASB to devote resources to satisfactorily address the other deficiencies in the 

current proposals. This would avoid the need to make significant changes to the revised CF 

subsequent to its issuance, which would inevitably undermine its credibility.  

 

Financial performance and OCI 
 

We remain deeply concerned that the issues surrounding OCI have not been adequately 

addressed. We appreciate that, in some cases, the information in the statement of financial 

position and the statement of profit or loss (PL) is made more relevant by using a current 

value in the former and a different measurement basis in the latter. However, without a well-

developed definition of financial performance, the proposed concepts for PL and OCI are 

only as robust as the rebuttable presumptions. Besides, it would be difficult, if not impossible, 

for the IASB to provide clarity on the informative value of PL and OCI, and also to develop 

the conceptual definition of OCI, the conceptual basis for recycling, and the timing of 

recycling.  

 

That said, we recognise the difficulties in developing a widely-accepted notion of financial 

performance. We are prepared to accept, on pragmatic grounds, PL as a default category with 

properly defined purpose for OCI, if the IASB is unable to get a breakthrough despite its due 

process. For this purpose, the IASB could consider the following possible approaches: 

(a) Building on the already deeply entrenched notion of operating and investing activities in 

IAS 7 Statement of Cash Flows. For example, PL should reflect the principal revenue-

producing activities for the period as well as items that are held for dealing or trading 

purposes, similar to operating cash flows. Conversely, OCI should reflect remeasurement 

gains or losses on long-term assets and other investments, similar to investing cash flows. 

(b) Building on the proposed guidance on (i) dual measurement bases, and (ii) using the 

nature of business activities to determine each of those measurement bases, which would 

naturally drive the determination of whether the resulting income or expenses should be 

included in PL or OCI to depict the return from business activities conducted during the 

period.  

 

Regardless of the approach taken by the IASB, the measurement basis selected for the 

statement of PL should have an independent meaning to be capable of reporting financial 

performance. In principle and consistent with the IASB’s thinking, all items in OCI should be 

reclassified to PL in some future period to preserve the primacy of PL, and if there is no clear 

basis for identifying the period of reclassification, a particular item should not be included in 

OCI. 

 

Measurement 
 

Measurement has the most direct implication on the information about an entity’s assets, 

liabilities, equity, income and expenses. In view of its importance in financial reporting and 
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the role it could have in pragmatically addressing some of the OCI issues, we are concerned 

that the proposed guidance does not sufficiently guide the selection of one measurement basis 

over other measurement bases. In particular, we believe there is a need for the CF to provide 

guidance on the linkage between the different measurement bases and the factors affecting 

the selection of measurement basis. The CF should also provide guidance, within the context 

of dual measurement bases, on the information that the different measurement bases should 

provide for the statement of financial position and the statement of PL. In this regard, we 

believe the nature of business activities has the potential as a basis for determining the type of 

information that should be provided in each of those statements. 

 

Business activities 
 

In our view, the concept of business activities underpins quality financial reporting. Aside 

from its potential role in addressing some of the issues related to financial performance/OCI 

and measurement, the concept of business activities also affects both the entity’s prospects 

for future cash flows and management’s stewardship of its resources, of which information is 

important to meeting the resource allocation objective of general purpose financial reporting. 

Whilst we appreciate that the IASB has explicitly identified the role of business activities, we 

consider it important for this concept to be featured more prominently in the CF.  

 

Reporting entity 
 

The proposed guidance on the boundary of a reporting entity is a welcomed and necessary 

addition to the CF. We reiterate our views that the guidance should neither restrict the 

boundary to one or more legal entities, nor contain restrictions that prevent an entity that is 

required by local legislation to prepare financial statements from being eligible as a reporting 

entity. Nevertheless, we consider it appropriate to instil some discipline in the determination 

of the boundary to avoid possible tensions with other concepts in the CF, particularly when 

the reporting entity is a component of a legal entity. 

 

Definition of a liability 
 

Whilst we consider the proposed guidance to be an improvement of the discussions in the DP, 

we remain concerned that the proposed guidance on constructive obligations and past events 

is not sufficiently robust, which could lead to different possible or potentially inappropriate 

outcomes. We think the focus of the proposed definition of a liability, being the entity having 

no practical ability to avoid the transfer of an economic resource and the obligation having 

arisen from past events, could provide some basis for not limiting the scope of non-

enforceable obligations to the conventional notion of constructive obligations. With regard to 

past events, the IASB should improve the robustness of the guidance by conducting further 

analysis on whether and how the occurrence of past event could be affected by whether or not 

an entity continues to be liable for obligations arising from past activities if it ceases future 

activities.  

 

Derecognition 
 

We can appreciate the proposed introduction of the concept of risks and rewards as an 

indicator of when derecognition may be inappropriate. However, we are concerned that its 

articulation could, in some circumstances, suggest that an assessment of derecognition is 

made at the rights level instead of the economic resource level, which appear non-coherent 
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with the proposed guidance on the unit of account. Furthermore, we believe that the guidance 

on derecognition would be more comprehensive if it covers the selection of the full or partial 

derecognition approach, particularly on how the latter could be affected by the determination 

of the unit of account and the selection of measurement basis. 

 

Prudence 
 

In our view, the notion of ‘asymmetric prudence’ has not been given sufficient recognition 

within the context of useful financial information. In particular, it potentially has a role at the 

conceptual level, including the definitions as well as recognition thresholds of assets and 

liabilities. The IASB should consider acknowledging in the CF the role of ‘asymmetric 

prudence’ in supporting the fundamental qualitative characteristic of relevance. 

 

Our comments on the specific questions in the ED and the RefUpd ED are as follows: 

 

The ED  

 

Question 1 — Proposed changes to Chapters 1 and 2 

Do you support the proposals: 

(a)  to give more prominence, within the objective of financial reporting, to the importance 

of providing information needed to assess management’s stewardship of the entity’s 

resources; 

(b)  to reintroduce an explicit reference to the notion of prudence (described as caution 

when making judgements under conditions of uncertainty) and to state that prudence is 

important in achieving neutrality; 

(c)  to state explicitly that a faithful representation represents the substance of an economic 

phenomenon instead of merely representing its legal form; 

(d) to clarify that measurement uncertainty is one factor that can make financial 

information less relevant, and that there is a trade-off between the level of 

measurement uncertainty and other factors that make information relevant; and 

(e)  to continue to identify relevance and faithful representation as the two fundamental 

qualitative characteristics of useful financial information? 

 

Why or why not? 

 

We agree with the IASB’s proposed approach not to make substantive changes to the 

fundamental concepts in Chapters 1 and 2 of the CF that were issued in 2010. These 

fundamental concepts include (i) the objective of general purpose financial reporting being 

the provision of financial information that is useful to users of financial statements (FS) for 

‘resource allocation’ decisions, (ii) the concepts of ‘relevance’ and ‘faithful representation’ as 

the two fundamental qualitative characteristics of useful financial information, and (iii) ‘cost 

constraint’ as a pervasive consideration for information that can be provided by financial 

reporting. 
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However, we believe that the concept of business activities should be accorded with higher 

prominence in the CF, rather than being relegated as merely factors which may affect certain 

aspects of financial reporting. The business activities of an entity affect both its prospects for 

future cash flows and management’s stewardship of its resources, of which information is 

important to meeting the ‘resource allocation’ objective of general purpose financial 

reporting. We therefore consider there are merits in acknowledging the concept of business 

activities in Chapter 1 of the CF. Please refer to our comments under Question 16 for further 

details.  

 

Additionally, we note that there is insufficient clarity on the role of enhancing qualitative 

characteristics that the IASB had intended or that could be identified for the various aspects 

of the CF. The existing CF states that enhancing qualitative characteristics enhance the 

usefulness of information that is relevant and faithfully represented, but cannot make 

irrelevant or non-faithfully represented information useful. The previous discussions in the 

DP further suggested that an enhancing qualitative characteristic has a separate role only 

when it has specific implication that is not already embodied in a fundamental qualitative 

characteristic. However, it is not obvious why the IASB had viewed certain, but not other, 

enhancing qualitative characteristics as having specific implications for measurement, and 

why those enhancing qualitative characteristics do not likewise have specific implications for 

other aspects of the CF, such as the unit of account and recognition. Please refer to our 

comments under the respective questions below for further details. 

 

Management’s stewardship 

 

We appreciate that management’s stewardship not only affects an entity’s prospects for future 

cash flows, but is in itself important to users of FS in making decisions about resource 

allocation. We also recognise that information needed to assess management’s stewardship 

and the prospects for future cash flows is not necessarily the same. Accordingly, we can 

accept the ED proposal of giving similar prominence, within the context of information 

needed to meet the objective of financial reporting, to both management’s stewardship and 

the prospects for future cash flows.  

 

Prudence 

 

We are prepared to accept the re-introduction of ‘cautious prudence’ in the CF within the 

context of the fundamental qualitative characteristic of faithful representation. We can 

appreciate that ‘cautious prudence’ could be viewed as supporting neutrality and that the 

current drafting is an improvement to the pre-2010 Framework, which has been interpreted 

differently by different people. Nevertheless, we suggest that the IASB could refine the 

current drafting to provide clarity on how ‘cautious prudence’ would be applied by the IASB 

when developing IFRS, which possibly includes the selection of alternative measurement 

basis or the development of more extensive disclosure requirements when the transactions or 

other events involve conditions of uncertainty. 

 

On the other hand, we do not necessarily agree with the IASB’s decision not to identify 

‘asymmetric prudence’ as a characteristic of useful financial information. The IASB 

acknowledges that the ED proposals permit the selection of accounting policies that treat 

gains and losses asymmetrically, if they result in relevant information that faithfully 

represents what it purports to represent. However, it does not appear to give sufficient 
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recognition to the role that ‘asymmetric prudence’ has within the context of useful financial 

information in the CF. For example, there is potentially a role for ‘asymmetric prudence’ at 

the conceptual level, including (i) definitions of assets and liabilities – an asset must comprise 

rights, while a liability exists with an entity having no practical ability to avoid the transfer of 

economic resources; and (ii) recognition thresholds for assets and liabilities – information of 

higher relevance could result from the recognition of liabilities, as compared to assets, when 

there is a low probability of flows of economic benefits. Besides, ‘asymmetric prudence’ is 

already reflected in existing IFRS, such as the different disclosure thresholds for contingent 

assets and contingent liabilities in IAS 37 Provisions, Contingent Liabilities and Contingent 

Assets, which further supports its potential to provide useful information. As such, we 

recommend that the IASB should consider acknowledging in the CF the role of ‘asymmetric 

prudence’ in supporting the fundamental qualitative characteristic of relevance.  

 

Substance over form 

 

We agree that faithful representation should provide information about the substance of an 

economic phenomenon, instead of merely its legal form. This is an important and well-

entrenched concept within any principle-based financial reporting framework, which is 

necessary to prevent form-driven reporting and transaction structuring to achieve desired 

accounting outcomes.  

 

Measurement uncertainty 

 

We appreciate that ‘measurement uncertainty’ has a role within the context of useful financial 

information, and specifically there being a trade-off between the level of measurement 

uncertainty and other factors that make information relevant. However, we are not convinced 

of the proposed emphasis given to measurement uncertainty, with special mention under the 

qualitative characteristics of useful financial information. We consider measurement 

uncertainty merely as a factor affecting relevance, as with other factors such as business 

activities and the characteristics of an item of asset/liability, the latter of which are merely 

identified as factors affecting relevance in other sections of the CF, as appropriate. We 

therefore recommend that the IASB should align the emphasis placed on various factors 

affecting relevance, for example, by expanding the discussion in Chapter 2 to include other 

factors, or relocating the discussion on measurement uncertainty to other sections of the CF, 

as appropriate.  

 

Question 2 — Description and boundary of a reporting entity 

Do you agree with: 

(a)  the proposed description of a reporting entity in paragraphs 3.11–3.12; and 

(b)  the discussion of the boundary of a reporting entity in paragraphs 3.13–3.25? 

 

Why or why not? 

 

We welcome the proposed guidance on a reporting entity. In particular, defining a reporting 

entity and setting its boundary is crucial for FS to faithfully represent and provide relevant 

information about the effects of economic activities that lie within the specified boundary.  
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We also support the notion that FS are prepared from the perspective of the reporting entity 

as a whole, rather than from the perspective of any particular group of users of FS. The 

reporting entity perspective allows information provided by FS to be directed to the 

information needs of a wide range of users and is consistent with the objective of general 

purpose financial reporting. In addition, it supports other concepts in the CF, including (i) 

equity instruments are not economic resources of the issuer; (ii) equity comprises not only the 

most residual class of interest, but any claims that do not constitute a present obligation to 

transfer economic resources; and (iii) in the case of a consolidated group, no distinction is 

made between the assets/liabilities of the parent and its subsidiaries, even though the 

investors/creditors of the parent and of the subsidiaries have different priorities over their 

respective assets. Besides, this concept is already reflected in existing IFRS, notably in the 

presentation of non-controlling interests and the accounting for transactions involving non-

controlling interests. 

 

Nevertheless, we believe that the guidance should be refined to instil some discipline in 

determining the boundary of a reporting entity to avoid possible tension with other concepts 

in the CF. For example, in the scenario whereby a division or a business line chooses to 

prepare FS, it is unclear in the absence of enforceable ring-fencing arrangements, whether (i) 

reported assets satisfy the ‘control’ criterion of the definition, (ii) reported liabilities are 

consistent with the ‘complete’ characteristic of faithful representation, or (iii) reported 

income and expenses would always faithfully represent the effects of properly segregated 

transactions and other events within the boundary. Hence, we recommend that the IASB 

should refine the guidance to prevent tension within the CF, without introducing restrictive 

guidance that potentially conflict with local legislation requiring the preparation of FS. 

 

In addition, we suggest that the IASB should consider acknowledging, in cases of a reporting 

entity that is not a legal entity, the need to provide additional information that could help 

users of FS understand the selected boundary, risks associated with the absence of separate 

legal personality, and restrictions on access to assets to settle liabilities. 

 

Question 3 — Definitions of elements 

Do you agree with the proposed definitions of elements (excluding issues relating to the 

distinction between liabilities and equity): 

(a)  an asset, and the related definition of an economic resource; 

(b)  a liability; 

(c)  equity; 

(d)  income; and 

(e)  expenses? 

 

Why or why not? If you disagree with the proposed definitions, what alternative definitions 

do you suggest and why? 
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Question 4 — Present obligation 

Do you agree with the proposed description of a present obligation and the proposed 

guidance to support that description? Why or why not? 

 

We agree with how the elements of FS have been defined.  

 

In particular, we support focussing the definitions of assets and liabilities on (i) the present 

economic resource and obligation (rather than the resulting inflows and outflows of economic 

benefits) as well as (ii) the potential to produce or transfer economic benefits (rather than an 

expectation of inflows and outflows of economic benefits). We appreciate that the proposed 

definitions would provide clarity on distinguishing outcome uncertainty from existence 

uncertainty, which is often the cause of confusion when applying existing definitions to 

identify assets and liabilities. Nevertheless, we hold reservations on certain aspects of the 

proposed supporting guidance, especially on the definition of liabilities, as further elaborated 

below. We believe that some refinements or improvements to the guidance are necessary to 

make the guidance more robust.  

 

At the conceptual level, we support the notion of equity being a residual element and using 

the concept of ‘obligation’ to define liabilities. We do not support defining equity as the most 

residual class of claims and/or introducing a third category of claims. Such an approach is 

either inconsistent with the concept that FS are prepared from the perspective of the entity as 

a whole, or likely to introduce more complexity because of the necessity to determine 

whether changes in the third class of claims should meet the definition of income and 

expenses. That said, we acknowledge that the proposed definition would not address the 

classification issues for instruments that exhibit the characteristics of both obligation and 

residual interest. However, we recognise that the issues are unlikely to be satisfactorily 

addressed at the conceptual level, and hence, agree with the IASB’s proposed approach to 

deal with the equity-liability distinction issue through the FICE research project, which will 

likely result in more detailed Standards-level guidance. Since the definition of elements is a 

building block for many aspects of the CF, we agree not to defer the issuance of a revised CF 

till the completion of the FICE research project, which may possibly take another few years. 

The revised CF would provide the much needed guidance, especially in areas that are unclear 

or not (sufficiently) covered, even if it means that revisions to a specific aspect of the CF 

might be required at a later stage.  

 

Furthermore, we agree with the IASB’s approach to defining income and expenses, i.e. define 

assets and liabilities first and define income and expenses as changes in assets and liabilities. 

We can appreciate that the alternative of describing assets and liabilities as by-products of the 

recognition of income and expenses would require a fundamental reconsideration of various 

definitions and could have unintended consequences, such as (i) relegating the definitions of 

assets and liabilities from depictions of economic phenomena to merely accounting 

technicalities, (ii) potentially less robust recognition of assets and liabilities that is driven by 

the ‘matching’ principle, and (iii) the necessity to define contributions and distributions of 

equity when the absence of such a definition has not caused major problems in practice.  
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Assets 

 

We generally agree with the proposed description of the elements of an asset, namely (i) 

rights, (ii) potential to produce economic benefits, and (iii) control.  

 

However, we are not convinced with the proposed guidance in paragraph 4.8(b) of the ED, in 

that a right may arise from another party’s constructive obligation. In contrast to constructive 

obligations, we consider enforceability to be an important characteristic of a right for the 

purpose of defining an asset. If an entity cannot require the other party to fulfil its 

constructive obligation, it is unclear whether the entity indeed has an economic resource, or 

whether it can possibly have the ability to direct the use of and control that resource. 

Accordingly, we recommend that the IASB should reconsider this concept and provide the 

necessary clarification to the guidance.  

 

In addition, we think it is debatable under paragraph 4.12 of the ED whether each of the 

rights arising from a physical object is, in principle, a separate asset because a right may not 

always be separable from other related rights. This is aligned with the inference from 

paragraph BC4.116(a) of the Basis for Conclusions on the ED (the BC) that a right cannot be 

a separate unit of account unless it is separable. In our view, inseparable rights cannot form 

separate assets; conversely, separable rights can be treated as a single asset depending on the 

selected unit of account. In other words, an economic resource exists at the smallest unit of 

account comprising a set of inseparable rights, but that set of rights can be grouped together 

with other related rights for the purpose of recognition and measurement. We therefore 

recommend that the IASB should incorporate the notion of ‘separability’ into the guidance on 

rights.  

 

Furthermore, we note the following drafting issues that warrant refinements: 

(i) Paragraph 4.10 of the ED – Rights of access to public goods or knowledge in the public 

domain are not economic resources for an entity if similar rights are available to all 

parties without significant cost 

 We believe that these rights constitute economic resources of the entity – this concept 

is somewhat acknowledged in paragraph BC4.38 of the BC – even though such rights 

are identical to those held by other parties and do not give the entity the potential to 

receive economic benefits beyond those available to other parties. However, these 

economic resources do not give rise to assets for the entity because it does not have 

the ability to direct, or prevent all other parties from directing, the use of those 

resources, and hence, does not control those resources. We recommend that the IASB 

should clarify that such rights are economic resources, but not assets, of the entity. 

(ii) Paragraph 4.25 of the ED – If one party has an obligation to transfer an economic 

resource (a liability), it follows that another party (including society at large) has a right 

to receive that resource (an asset) 

 We do not necessarily agree that one party’s liability is always the asset of another 

party (including society at large). Even in the case of an enforceable obligation 

whereby it is conceivable that one party’s obligation is another party’s economic 

resource, the other party does not necessarily have an asset because it may not control 

the resource. For example, it is arguable whether the society at large has the ability to 

direct, or prevent all other parties from directing, the use of the economic resource 



 

 
Address: The Secretariat, Singapore Accounting Standards Council, 

10 Anson Road, #05-18, International Plaza, Singapore 079903.  

Website: www.asc.gov.sg Email: MOF_Feedback_ASC@mof.gov.sg Fax: (65) 6226 3386 

 
Page 10 of 29 

 

that arises from an entity’s enforceable obligation to provide public goods. We 

recommend that the IASB should delete references to ‘asset’ and ‘liability’ in the 

guidance. 

(iii) Paragraph 4.22 of the ED – Having exposure to significant variations in the amount of 

economic benefits produced by an economic resource may indicate that the entity 

controls the resource 

 We note from paragraph BC4.43 of the BC that the current drafting is intended to 

capture the meaning conveyed by the term ‘risks and rewards of ownership’. We 

suggest that the IASB could consider including in the description the notion of 

‘magnitude’ to prevent the term ‘variations’ from being interpreted as referring to 

variability only.  

 

Liabilities 

 

We agree with the broad direction of the ED proposals on present obligation, i.e. there being 

(i) no practical ability to avoid the transfer of an economic resource, and (ii) past events. 

However, we remain concerned that some of the issues identified in our comment letter on 

the DP, particularly on how past events are identified, have not been sufficiently addressed.  

 

No practical ability to avoid transfer 

 

The ED proposes a focus on the conditions of ‘no practical ability to avoid transfer’ and ‘past 

events’ in determining whether a present obligation exists. With these conditions, there is 

little basis for limiting the scope of non-enforceable obligations specifically to those arising 

from an entity’s customary practices, published policies or specific statements (i.e. 

constructive obligations) as proposed in paragraph 4.34 of the ED. This proposal may prevent 

an entity from recognising a liability arising from other non-enforceable obligations for 

which it does not have the practical ability to avoid transferring an economic resource. It 

results in different outcomes for transactions with similar economic phenomenon, which lack 

conceptual merits.  

 

For example, a new entity operating in a highly competitive labour market is unlikely to have 

the practical ability to deviate from industry practices by avoiding the payment of 

discretionary bonus to employees for services rendered. This is notwithstanding the fact that 

the entity has not had any practices, policies or statements requiring such transfers. In these 

situations, acting in a manner inconsistent with industry practices would likely lead to an 

exodus of employees, causing significant business disruptions or economic consequences 

significantly more adverse than the payment of discretionary bonus.  

 

With the proposed focus on ‘no practical ability to avoid transfer’ and ‘past events’, we 

believe that there is significantly less pressure on defining the nature of an obligation in 

determining whether a present obligation exists. It follows that any refinements to the 

definition of the nature of an obligation would not unduly widen the scope of liabilities, but 

rather would allow for the consistent application of accounting concepts to similar 

transactions. We therefore recommend that the IASB should consider not limiting the scope 

of non-enforceable obligations to the conventional notion of ‘constructive obligations’. 
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Moreover, the proposed description of constructive obligations could have unintended 

implications for undeclared discretionary dividends on equity instruments of an entity. Such 

dividends could be viewed as a form of constructive obligation, if an entity has no practical 

ability to avoid the payment. However, different conclusions could result depending on 

whether the outcomes of the non-payment of discretionary dividends are considered to be 

economic consequences to the entity (e.g. potentially higher cost of borrowings resulting 

from perceived higher credit risk and lower market confidence in the prospects of the entity), 

or to holders of the equity instruments instead (e.g. lower returns on the instruments and 

resulting impact on their prices, but these effects do not have an economic consequence on 

the entity itself). The issue is further complicated by the lack of clarity on past events – 

whether past event is the generation of profits, the proposal of dividends by management, or 

the approval of dividends by holders of the equity instruments. In order to provide clarity on 

the IASB’s thinking, we recommend that the IASB should provide further clarifications in the 

Basis for Conclusions of the revised CF.  

 

Aside from constructive obligations, we think that the IASB could refine paragraph 4.33(b) 

of the ED to provide clarity for limited life entities. Arguably, a limited life entity does not 

have the practical ability to avoid a transfer that would be required only on its liquidation or 

on cessation of trading – it is a certainty that the entity would liquidate at a future date, even 

though its FS are prepared on a going concern basis while the entity continues in operation 

for the foreseeable future. That said, we recognise that it might be appropriate for the FS to 

be prepared on the basis that the limited life entity has a practical ability to avoid such a 

transfer. This approach is more aligned with the going concern assumption, and places a lot 

less focus on factors beyond the foreseeable future, which is consistent with many aspects of 

financial reporting that is needed to avoid undue subjectivity. We therefore suggest that the 

IASB could consider refining the guidance to provide the necessary clarifications. 

 

Past events 

 

We remain concerned that the proposed guidance on the notion of ‘past event’ does not 

appear to be sufficiently robust, particularly when more than one event or action would 

establish the extent of an obligation by specifying either the amount of the transfer or the 

basis for determining that amount. Specifically, applying the proposed guidance in those 

situations could result in different possible outcomes or potentially inappropriate outcomes.  

 

In the example on undeclared discretionary dividends mentioned in the ‘no practical ability to 

avoid transfer’ section above, it could be inferred from the strict reading of the guidance that 

the generation of profits, in itself, establishes the basis for determining the amount of 

discretionary dividends. The other view is that the past event occurs when management 

proposes those dividends, which only then establishes the amount of the obligation. Examples 

of other issues are illustrated as follows:  

(i) Levy is imposed when an entity operates in a particular market on a specified date, based 

on a series of non-discrete measures (e.g. sales generated during 2X11) 

 Under the ED proposal, the past event is the generation of sales, if the entity is liable 

to pay the levy only if it remains in the market on 31 Dec 2X11. Conversely, if the 

entity becomes liable for the levy once it operates in the market on 1 Jan 2X11, one 

possible interpretation of the proposal is that the mere existence on that date 
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establishes the basis for determining the amount of the levy (i.e. a present obligation 

exists and it is only the amount that is uncertain).  

 However, it is unclear if the proposal had intended for these scenarios to have 

different past events and different timing at which a present obligation occurs. 

Specifically, the proposal focuses on whether an activity establishes the extent of the 

obligation, and in both scenarios, past event could be the generation of sales because 

each incremental value of sales would contribute to the amount of levy payable by the 

entity.  

 Alternatively, it could be argued that the different conclusions have a degree of 

conceptual justification because the characteristics of each obligation are dissimilar. 

In the second scenario, the entity would have an obligation to pay for the levy in 

respect of past sales even if it were to exit the market during the year; no such 

obligation exists in the first scenario. 

(ii) Levy is charged based on a discrete measure (e.g. total assets as of 31 Dec 2X11) 

 It is unclear under the ED proposal which event establishes the amount (or the basis 

for determining the amount) of the levy, whether it is the entity being in existence on 

31 Dec 2X11 or the entity’s continual existence during the year. 

(iii) Levy is charged based on multi-period measures (e.g. average assets for preceding 5 

years) 

 It is unclear under the ED proposals whether the entity’s continual existence in any 

period would constitute a past event for each of the following 5 years. If so, a liability 

could be recognised as the measure is determined, notwithstanding that the obligation 

would, in substance, only arise from the entity’s existence in the future.  

(iv) Fixed amount of levy payable at the end of each calendar year 

 In such scenarios, the entity does not conduct any activities that establish the extent of 

the obligation – the amount of levy is pre-determined independently of the activities 

undertaken by the entity during the year. The ED proposal provides little clarity as to 

whether a present obligation can exist before the end of the calendar year, and if not, 

whether the outcome would faithfully represent the entity’s obligations at any specific 

point during the year.  

 

We further observe that the possible conclusions from the above analyses could run contrary 

to the IASB’s assessment in paragraph BC4.65 of the BC, in that many liabilities for levies 

are likely to be accruing over time based on the proposed guidance. It therefore appears that 

the proposed guidance would require refinements, if accruing the liability over time for 

obligations that are conditional on more than one event is an outcome that the IASB 

considers as having the potential to provide relevant information.  

 

Following from item (i) above, it is unclear whether and how the occurrence of past event 

could be affected by whether or not an entity continues to be liable for obligations arising 

from past activities if it ceases future activities. One possible view is that if the entity 

continues to be liable for those obligations regardless of future activities, past event occurs 

once the entity conducts an activity that establishes the extent of the obligation, and a present 

obligation exists for the full amount of expected future transfer, if the entity has no practical 
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ability to avoid conducting future activities. The entity’s obligation is akin to an obligation 

for an upfront payment of levy based on expected annual sales and adjusted for actual 

variations, save for the upfront payment in the case of the latter. On the other hand, if the 

entity is no longer liable for the obligations in respect of past activities when it ceases future 

activities, the past event is a series of non-discrete activities that occur over time. Past event 

therefore occurs over time as the entity conducts the activities that establish the extent of the 

obligation, and the present obligation accumulates over time to the amount of expected future 

transfer, if the entity does not have the practical ability to avoid that transfer. In order to 

improve the robustness of the guidance in the CF, we recommend that the IASB should 

conduct further analysis on whether and how the different characteristics of those obligations 

could lead to different conclusions on the timing at which past event occurs, or otherwise 

provide further clarity on the proposed guidance to address the above issues.  

 

Question 5 — Other guidance on the elements 

Do you have any comments on the proposed guidance? 

 

Do you believe that additional guidance is needed? If so, please specify what that guidance 

should include. 

  

Executory contracts 

 

We welcome the new guidance on executory contracts at the conceptual level and generally 

agree with the proposals in the ED. 

 

However, we note that the definition of an executory contract, as currently drafted in the ED, 

could result in an interpretation that is inconsistent with what the IASB had intended. For a 

contract that has been fulfilled by the parties to a different extent, the strict reading of the 

definition could lead to the conclusion that the entire contract is no longer executory. An 

implication is that any rights and obligations arising from a portion of the contract that 

remains equally unperformed would be accounted for as a separate right to receive economic 

resources and a separate obligation to transfer other economic resources, instead of a 

combined right and obligation to exchange resources. Besides, a partially completed contract 

could swing between executory and non-executory, if the parties fulfil their obligations to an 

equal extent at some, but not other, points of the contract. We do not believe this 

interpretation reflects the IASB’s intention. In our view, a partially completed contract ceases 

to be executory only to the extent that one of the parties has fulfilled its obligations; the 

remaining equally unperformed portion continues to be executory, as with any contracts for 

which neither party has fulfilled any of its obligations. Hence, we recommend that the IASB 

should refine the current drafting to avoid potentially inappropriate interpretations.  

 

Reporting the substance of contract rights and obligations 

 

We generally support the proposed guidance on reporting the substance of contract rights and 

obligations, and consider the inclusion of such guidance in the CF to be useful because the 

described concepts underpin a principle-based financial reporting framework and constitute a 

pervasive consideration potentially for any transaction and other event. 
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However, we believe that it would be useful if the CF includes guidance on identifying 

contracts that have no commercial substance and how the proposed guidance on contractual 

terms would interact with the identification of such contracts. This could include, for 

example, whether the concept of ‘no discernible effect’ should apply, or whether the 

assessment should be made using a top-down approach or a bottom-up approach (which 

includes the considerations for determining the point at which terms that have no commercial 

substance would, collectively, render the contract without commercial substance). We note 

that this guidance would complement the proposed guidance on the aggregation and 

disaggregation of contracts. We therefore suggest that the IASB should consider developing 

guidance on this aspect. 

 

Furthermore, we suggest that the IASB should consider refining the proposed guidance on 

contractual terms that have no commercial substance. An example of such terms, as identified 

in paragraph 4.55(b) of the ED, is rights that the holder will not have the practical ability to 

exercise. We are concerned that this guidance could be interpreted as the specific 

circumstances of the holder having a role in determining whether or not the contractual term 

has no discernible effect on the economics of the contract. We believe that such an 

assessment should be based on whether the terms, in and of themselves, have any discernible 

effects on the economics of the contract. For a right with economic substance, it would be 

inappropriate to otherwise conclude that it has no commercial substance simply because the 

specific circumstances of the holder cause him not to have the practical ability to exercise 

that right.  

 

Unit of account 

 

We support the proposed guidance on unit of account, and think that it has the potential to 

promote more consistency on how the unit of account is determined in the IASB’s Standards-

level decisions or by preparers when no IFRS applies to a particular transaction or other 

event.  

 

However, we note that the ED does not include any discussion on whether enhancing 

qualitative characteristics have a role in the selection of the unit of account. It is not obvious 

whether and why enhancing qualitative characteristics are viewed by the IASB as not having 

a role in the selection of the unit of account, if they could have a role in measurement when 

their implications are capable of making a difference in decisions (i.e. embodied in the 

fundamental qualitative characteristic of relevance). For example, each separable right is 

conceptually a separate asset, but selecting the unit of account at a granular level is likely to 

reduce understandability. Indeed, related rights are often combined at an appropriate level 

and treated as a single unit of account. Therefore, we recommend that the IASB should 

reconsider whether enhancing qualitative characteristics have any specific implications for 

the unit of account and acknowledge accordingly in the Basis for Conclusions of the revised 

CF if it were to conclude otherwise. 

 

Furthermore, we believe the below refinements would improve the principles and clarity of 

the proposed guidance: 

 

(i) We note that there seems to be an element of circular argument in the proposed guidance 

in paragraph 4.58 of the ED, in that a unit of account is selected after considering how 

recognition and measurement will apply to that asset/liability and related 



 

 
Address: The Secretariat, Singapore Accounting Standards Council, 

10 Anson Road, #05-18, International Plaza, Singapore 079903.  

Website: www.asc.gov.sg Email: MOF_Feedback_ASC@mof.gov.sg Fax: (65) 6226 3386 

 
Page 15 of 29 

 

income/expenses. On one hand, any conclusion on recognition and measurement would 

logically flow from the selected unit of account. On the other hand, the selection of the 

unit of account, in itself, depends on how recognition and measurement would apply to a 

particular asset/liability and related income/expenses. In our view, a unit of account 

should be selected having regard to the ‘relevance’, ‘faithful representation’ and ‘cost 

constrain’ considerations articulated in paragraph 4.62 of the ED. Such an assessment 

would require a consideration of the characteristics of the item being recognised or 

measured and how that item would contribute to future cash flows, including the 

business activities within which it is used. We therefore recommend that the IASB 

should refine the proposed guidance to provide clarity.  

 

(ii) We note that it could be inferred from paragraph BC4.116(a) of the BC that the rights 

and/or obligations within a unit of account must be capable of being separable from other 

rights and/or obligations. We appreciate there is a role for ‘separability’ in the selection 

of a unit of account, and recommend that it should be incorporated into the CF to 

enhance the concepts underlying the unit of account.  

 

(iii) We do not consider it conceptually appropriate to accord ‘cost constraint’ similar 

importance as ‘relevance’ and ‘faithful representation’ in the guidance on selecting a unit 

of account. We believe that the unit of account should be first determined based on the 

‘relevance’ and ‘faithful representation’ considerations, and then assessed whether it 

could be supplemented, or in some cases overridden, by cost constraints. We suggest that 

the IASB could consider refining the guidance in a manner similar to the proposed 

guidance on selecting a measurement basis. 

 

Question 6 — Recognition criteria 

Do you agree with the proposed approach to recognition? Why or why not? If you do not 

agree, what changes do you suggest and why? 

 

We generally agree with the proposed guidance on the recognition process and the 

recognition criteria, including the proposed removal of the existing ‘probability’ criterion.  

 

However, similar to our comments in the ‘unit of account’ section under Question 5 above:  

(i) We note that the ED does not include any discussion on the role of enhancing qualitative 

characteristics in recognition, and it is not obvious whether and why they are viewed by 

the IASB as not having a role. For example, recognition of items with a low probability 

of flow of economic benefits might not provide relevant information, but that 

information might result in a more faithful representation of the overall economic 

phenomenon if other related items are recognised. In such cases, comparability might 

enhance the usefulness of information because the alternative of non-recognition 

potentially produces similar outcomes as circumstances in which such items do not exist. 

Therefore, we recommend that the IASB should reconsider whether enhancing 

qualitative characteristics have any specific implications for recognition and 

acknowledge accordingly in the Basis for Conclusions of the revised CF if it were to 

conclude otherwise. 
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(ii) We do not consider it conceptually appropriate to accord ‘cost constraint’ similar 

importance as ‘relevance’ and ‘faithful representation’ for the purposes of recognition. 

We suggest that the IASB could consider refining the guidance in a manner similar to the 

proposed guidance on selecting a measurement basis. 

 

Furthermore, we believe there is a need for clarity in the guidance on ‘low probability’ as a 

factor that could affect the relevance of resulting information. The reading of paragraphs 5.18 

– 5.19 of the ED appears to suggest that recognition of assets/liabilities may provide relevant 

information even if the probability of a flow of economic benefits is low, except in some 

cases when the assets/liabilities have very low probabilities of flows of economic benefits. A 

possible interpretation of the guidance is that ‘very low probability’ is a pre-requisite for non-

recognition. However, we do not believe this reflects the IASB’s intention; otherwise, ‘low 

probability’ cannot be a factor since it can never support the conclusion that recognition may 

not provide relevant information. Instead, if the IASB had merely intended Standards-level 

decisions to be made based on relevant circumstances whenever an asset or a liability has 

only a low probability of flows of economic benefits, the specific mention of ‘very low 

probability’, but not other considerations, is both incomplete and misleading. Other 

considerations that could be relevant for such an assessment include the entity’s ability to 

control the probability outcomes, the likelihood of probabilities ceasing to be low, and the 

magnitude of possible changes in probabilities. We suggest that the IASB should refine the 

guidance by providing more robust discussions of the considerations that should be given in 

determining whether recognition could provide relevant information in situations involving 

low probabilities of flows of economic benefits. 

 

In addition, we note that the IASB’s discussions on recognition of executory contracts appear 

inconsistent with the proposed concepts underlying the recognition criteria. Specifically, the 

IASB states in paragraph BC4.92 of the BC that it expects the current practice of not 

recognising an asset or a liability on many executory contracts to continue under the proposed 

guidance. It is unclear what had been the IASB’s basis for its observations, whether (i) many 

executory contracts are measured at historical cost of zero, which has the same practical 

effect as not recognising the contract, or (ii) the recognition of those contracts would not 

provide useful information based on ‘relevance’, ‘faithful representation’ and ‘cost 

constraints’ considerations. In our view, the concepts underlying the recognition criteria 

should similarly apply to executory contracts since failure to recognise the combined rights 

and obligations arising from such contracts could, as with any other assets/liabilities, result in 

a loss of useful information. That said, we appreciate that measuring the resulting 

assets/liabilities at historical cost of zero would have the same effect as the current practice. 

We therefore recommend that the IASB should refine its articulation in paragraph BC4.92 to 

align with the concepts underlying the recognition criteria.  

 

We further suggest that the IASB should refine the discussion on matching in paragraph 5.8 

of the ED. In particular, the IASB should clarify that not only do the concepts in the CF not 

allow the recognition of items that do not meet the definitions of assets/liabilities, they also 

do not allow derecognition that is inconsistent with the concepts underlying the proposed 

derecognition guidance. Otherwise, it could cause confusion, for example, as to whether the 

recognition of income/expenses should be guided by (i) the matching of income and 

expenses, or (ii) the derecognition of related assets/liabilities. 
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Question 7 — Derecognition 

Do you agree with the proposed discussion of derecognition? Why or why not? If you do 

not agree, what changes do you suggest and why? 

 

We broadly support the proposed guidance on derecognition, and can accept the IASB’s 

approach of not advocating either a control approach or a risks-and-rewards approach to 

derecognition. We appreciate that whether one approach is superior to the other in achieving 

the twin aim of faithfully representing both retained assets/liabilities and changes in 

assets/liabilities would depend on the item as well as specific facts and circumstances.  

 

However, we consider that the IASB should undertake further analysis of the conceptual 

basis for the guidance in paragraph 5.29 of the ED, which states that the retention of exposure 

to variations in the amount of economic benefits produced by an economic resource may 

indicate that an entity retains control of that resource, and improve its articulation of how 

risks and rewards could affect derecognition decisions, to address the following issues: 

 

(i) The proposed guidance suggests a focus on the control approach to determining 

derecognition, in that retaining risks and rewards is merely an indicator of control, which 

appears inconsistent with the IASB’s intention of not advocating either of the approaches 

to derecognition.  

 

(ii) The reading of the guidance suggests that there might be an indication that control is 

retained as long as the entity retains exposure to variations in the amount of economic 

benefits, even if the variations are less than significant. We note that this drafting could 

lead to inappropriate conclusions about when derecognition occurs. It is also inconsistent 

with the IASB’s intention as articulated in paragraph BC5.53(b) of the BC, in that 

derecognition would occur when the entity is no longer exposed to most of the risks and 

rewards generated by the asset/liability. 

 

(iii) We note an apparent conflict with the unit of account implied in the proposed definition 

and recognition guidance. Under that guidance, an asset represents an economic resource 

that comprises a particular set of rights. When the entity transfers part of its exposure to 

economic benefits produced by that economic resource, it could either (i) retain a fully 

proportionate interest in that particular set of rights, or (ii) lose control of the original set 

of rights and obtain control of another set of rights that represents a component of that 

resource. In the case of (i), we think it could be viewed as merely a disaggregation of the 

unit of account and the entity retaining control (along with risks and rewards) of a 

disaggregated unit of account that represents the retained proportion of the economic 

resource. However, applying paragraph 5.29 to (ii) appears to suggest that the 

derecognition assessment is made at the rights level, rather than the economic resource 

level. Although we are not necessarily advocating against the risk and rewards approach 

to derecognition, we believe there is a need to consider its interaction with the guidance 

on unit of account and to ensure coherence of concepts within the CF.  

 

We further note that the IASB does not propose to include guidance on the selection of the 

full or partial derecognition approach, but merely explains in paragraph BC5.58 of the BC 

that this aspect of derecognition is closely linked to issues of determining the unit of account 
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and selecting the measurement basis for the retained component. However, the ED proposals 

merely acknowledge that the unit of account could change when an entity transfers part of an 

asset or a liability, and make no mention of how the selection of measurement basis could 

affect decisions on full or partial derecognition. We recommend that the IASB should provide 

further guidance in the CF on how the determination of unit of account, and the selection of 

measurement basis, could affect whether the full or partial derecognition approach should be 

used when derecognition occurs. 

 

In addition, we suggest that the IASB should include guidance similar to paragraph 5.32 of 

the ED for modification of contracts that creates new rights and obligations that are treated as 

part of existing rights and obligations. We believe that the guidance, such as how effects of 

the modification would affect the measurement of existing assets/liabilities and whether any 

income/expenses would be recognised as a result of the modification, would be useful for the 

consistent application of concepts in the IASB’s Standards-level decisions or by preparers 

when no IFRS applies to a particular transaction or other event.  

 

Question 8 — Measurement bases 

Has the IASB: 

(a)  correctly identified the measurement bases that should be described in the Conceptual 

Framework? If not, which measurement bases would you include and why? 

(b)  properly described the information provided by each of the measurement bases, and 

their advantages and disadvantages? If not, how would you describe the information 

provided by each measurement basis, and its advantages and disadvantages? 

 

We generally agree with the proposed description of historical cost and current value as the 

categories of measurement bases, examples of measurement bases, and the advantages and 

disadvantages of those measurement bases. We think the discussions on the characteristics, 

advantages and disadvantages of the different measurement bases could guide the selection of 

an appropriate measurement basis under different facts and circumstances, particularly if 

accompanied by additional guidance that provides the linkage to factors affecting the 

selection of measurement basis as further elaborated under Question 9.   

 

However, we remained concerned about the need to deal with the issues about own credit risk 

at the conceptual level, as previously expressed in our comment letter on the DP. For non-

trading liabilities that are measured at current value, we consider it counter-intuitive to 

recognise remeasurement gains or losses from changes in an entity’s own credit risk that 

would not crystallise. This includes both funded and unfunded liabilities (derivatives) that 

would not be settled by way of a transfer, or for which crystallisation of gains or losses on 

own credit risk is no longer possible when liabilities could not be repurchased in the near 

term due to a loss of liquidity as a result of the entity’s credit deterioration. Therefore, we 

believe it is important for the ED to acknowledge these issues for such liabilities, particularly 

since the absence of guidance in the existing CF had led to Standard-level exceptions for 

funded liabilities and inconsistent treatment with unfunded liabilities. The latter lacks 

conceptual merits and provides opportunities for structuring activities in the financial 

markets, notwithstanding the practical valuation difficulties in dealing with own credit risk 

adjustment for derivatives.  
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Furthermore, we think that the proposed guidance on non-performance risk could be 

improved. Firstly, paragraph 6.24 of the ED states that fair value reflects the inherent 

uncertainty in cash flows and the price for bearing such uncertainty, which in the case of 

liabilities, include the possibility that the entity may fail to fulfil the liability (i.e. own credit 

risk). It is unclear as to why specific mention is made for liabilities, but not assets. The fair 

value of assets should likewise include the effect of credit risk – the difference being the 

credit risk is that of the counterparty instead of the entity. Secondly, paragraph 6.35 of the ED 

states that it may sometimes be appropriate to customise the fulfilment value of liabilities, for 

example, by excluding the effect of the possibility of non-performance by the entity. An 

inherent tension appears to exist with the definition of fulfilment value, which is the present 

value of cash flows that an entity expects to incur as it fulfils a liability. It follows that the 

exclusion of non-performance risk could be a natural consequence of the definition of 

fulfilment value, rather than an outcome of customisation. We therefore suggest that the 

IASB could refine the proposed guidance to clarify how non-performance risk affects the 

current value measurement basis. 

 

Aside from non-performance risk, we believe that there is a need to refine how the concepts 

of ‘entry value’ and ‘exit value’ are being articulated within the context of historical cost and 

current value. Specifically, paragraph 6.18 of the ED states that historical cost is an entry 

value and is different from the current value measurement bases described in the ED. This 

guidance could be misconstrued as current value being synonymous with exit value. This 

potential misconception is reinforced by the proposed guidance on current value that 

identifies only examples of exit value and by describing current cost under the historical cost, 

instead of current value, measurement basis. Hence, we recommend that the IASB should 

refine the proposed guidance to prevent unintended consequences.  

 

Question 9 — Factors to consider when selecting a measurement basis 

Has the IASB correctly identified the factors to consider when selecting a measurement 

basis? If not, what factors would you consider and why? 

 

We are supportive of linking the factors affecting the selection of measurement basis not only 

to the fundamental qualitative characteristics of relevance and faithful representation, but also 

to the enhancing qualitative characteristics, subject to the cost constraint. 

 

However, we do not believe that the proposed guidance is sufficiently robust to guide the 

selection of an appropriate measurement basis. Whilst we agree that the manner of 

contribution to future cash flows, and more importantly the underlying business activities, 

should be a factor for selecting measurement basis, the absence of a more robust articulation 

of this concept could result in less than appropriate outcomes. For example, inventories 

contribute to future cash flows through sales, and hence, the consideration of this factor could 

lead to the selection of current value, which is not currently accepted as the most relevant 

information. Moreover, the ED does not provide any guidance that links the factors affecting 

the selection of measurement basis to the discussions on measurement bases, which we 

believe is important to guide the selection of one measurement basis over the other 

measurement bases. We therefore urge the IASB to develop further guidance on this area at 

the conceptual level, which could for example include:  
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(i) How the asset or liability contributes to future cash flows: Past margins, and hence 

historical cost, may provide more relevant information when the asset is held for usage 

or for sale to optimise profit margins. Conversely, current value may provide more 

relevant information for an asset that is held for capital appreciation or for sale that is 

driven by market prices. 

(ii) The characteristics of the asset or liability: Current value may provide more relevant 

information for items without stated terms, items with highly uncertain settlement 

amounts, or items that are highly leveraged. 

(iii) Related assets and liabilities: Current value may result in a more faithful representation 

of items with contractually linked cash flows. 

 

In addition, we suggest the following refinements to the proposed guidance on enhancing 

qualitative characteristics. Firstly, paragraph 6.59 of the ED states that timeliness has no 

specific implications for measurement, without providing further explanations on the basis 

for this conclusion. However, we think timeliness could have a role in measurement, such as 

the case in paragraph 6.45 of the ED, in that value in use may not be a practical measurement 

basis for periodic remeasurements, when resulting information cannot be made available 

timely due to a complex process. Secondly, comparability implies using the same 

measurement bases not just between periods and entities as articulated in paragraph 6.60 of 

the ED, but also between items within the same class of transactions. Lastly, notwithstanding 

the negative correlation between understandability and the number of measurement bases 

used, we think that increasing the number of measurement bases could be appropriate not just 

when it provides more relevant information as articulated in paragraph 6.62 of the ED, but 

also when it provide a more faithful representation of what it purports to represent. 

 

Furthermore, we are not convinced with the proposed guidance in paragraph 6.73 of the ED, 

specifically an acknowledgment in the CF that measuring an internally constructed asset at 

fair value on completion date could provide relevant information about the cost-effectiveness 

of construction. Although we recognise that information about cost-effectiveness is of 

particular relevance to the assessment of management’s stewardship, we do not believe that 

remeasuring internally constructed asset is the only situation that provides cost-effectiveness 

information. A consideration to provide cost-effectiveness information at the conceptual level 

could have unintended consequences, including its potential implications to remeasure 

inventories at fair value on completion of production and to provide information about 

opportunity costs, which is inconsistent with the purpose of FS. We therefore recommend 

that the IASB should re-consider the appropriateness and consequences of acknowledging, at 

the conceptual level, the usefulness of providing information about cost-effectiveness in FS. 

 

Question 10 — More than one relevant measurement basis 

Do you agree with the approach discussed in paragraphs 6.74–6.77 and BC6.68? Why or 

why not? 

 

We agree with the proposed guidance. In particular, we appreciate the acknowledgement that, 

in some cases, the information in the statement of financial position and the statement of 

financial performance is made more relevant, by using a current value in the former and a 
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different measurement basis in the latter. We believe that this concept has the potential to 

pragmatically address some of the issues pertaining to OCI. Please refer to our comments 

under Questions 12 – 14 for further details.  

 

Notwithstanding the above, we believe that further guidance would be required to improve 

the robustness of the above concept. For example, we consider it useful to provide guidance 

on how the factors identified in paragraph 6.76 of the ED (i.e. the nature of an item and the 

manner in which it will contribute to future cash flows) could affect the assessment of 

whether different measurement bases should be used for the statement of financial position 

and the statement of financial performance, and if so, what information should the different 

measurement bases provide for each of those statements. Hence, we recommend that the 

IASB should consider developing further guidance on this area. 

 

Question 11 — Objective and scope of financial statements and communication 

Do you have any comments on the discussion of the objective and scope of financial 

statements, and on the use of presentation and disclosure as communication tools? 

 

We generally agree with the proposed description of the objective and scope of FS, including 

the distinction between information about transactions or events that occurred after the 

reporting period and forward-looking information. In addition, we support the proposed 

guidance on presentation and disclosure as communication tools as well as the objectives and 

principles of presentation and disclosure.  

 

In our view, the ED proposals establish sufficiently broad principles about the types of 

information necessary to achieve the objective of financial reporting as well as the efficient 

and effective communication of relevant information. These principles should provide the 

framework for assessing at the Standards level the type of information necessary for the 

specific circumstances of the transactions or other events, and for the IASB to develop under 

its Disclosure Initiative project more detailed principles for disclosure to be used in 

developing or amending Standards-level requirements on what and how specific information 

should be disclosed in FS.  

 

Notwithstanding the above, we recommend that the IASB should refine the proposed 

guidance on the scope of FS to require the provision of information about not just items that 

meet the definition of an element (whether recognised or otherwise), but also items that do 

not meet the definition of an element but potentially affect an entity’s prospects for future 

cash flows and/or management’s stewardship, such as contingent liabilities and 

commitments. 

 

Question 12 — Description of the statement of profit or loss 

Do you support the proposed description of the statement of profit or loss? Why or why 

not? 

 

If you think that the Conceptual Framework should provide a definition of profit or loss, 

please explain why it is necessary and provide your suggestion for that definition. 
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Question 13 — Reporting items of income or expenses in other comprehensive income 

Do you agree with the proposals on the use of other comprehensive income? Do you think 

that they provide useful guidance to the IASB for future decisions about the use of other 

comprehensive income? Why or why not? 

 

If you disagree, what alternative do you suggest and why? 

 

Question 14 — Recycling 

Do you agree that the Conceptual Framework should include the rebuttable presumption 

described above? Why or why not? 

 

If you disagree, what do you propose instead and why? 

 

We appreciate that there could be situations whereby information about financial 

performance is made more relevant by splitting changes in the value of assets/liabilities 

between PL and OCI. However, the key issues have been, and remain to be, (i) when and 

how a change in value should be split between PL and OCI, and (ii) whether and when 

amounts accumulated in OCI should be reclassified to PL. We do not believe that the 

proposed guidance would provide the much-needed clarity to address those issues.  

 

Firstly, there could be confusion from the proposed guidance as to the role of PL and OCI in 

providing information about an entity’s financial performance for the period. Paragraphs 7.20 

– 7.21 of the ED state that the purpose of PL is to depict the return made on the entity’s 

economic resources during the period and that PL provides the primary source of information 

about the entity’s financial performance for the period. In contrast, paragraph 7.22 of the ED 

states that understanding the entity’s financial performance for the period requires an analysis 

of all recognised income and expenses (including those included in OCI) and other 

information in the FS. Besides, even if OCI is intended to provide only secondary sources of 

information about financial performance, it is unclear what should the basis be for 

determining whether an item of income or expenses (or a component thereof) provides 

primary or secondary information about financial performance for the period.  

 

Secondly, financial performance has not been defined in the proposed guidance. As 

acknowledged by the IASB in paragraph BC7.34 of the BC, there are many facets of an 

entity’s financial performance. In the absence of a well-developed definition of financial 

performance, the proposed concepts for PL and OCI are only as robust as the rebuttable 

presumptions that all income and expenses should be included in PL and that amounts 

included in OCI should be reclassified to PL in some future period. Although the ED 

proposes guidance on the circumstances in which the rebuttable presumptions could be 

rebutted, it merely formalises the current basis instead of conceptualising what should have 

been the basis for determining the use of OCI. As a result, there continues to be a lack of 

clarity on the purpose and informative value of both PL and OCI, and hence, the conceptual 

basis for OCI and subsequent recycling. The consequences are that the distinction between 

PL and OCI remains arbitrary, and that there is essentially no consistent basis on which to 

determine whether the exclusion of certain income or expenses from PL, or when the 
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recycling of amounts accumulated in OCI, would enhance the relevance of information in PL 

for the period. 

 

We therefore would like to reiterate our comments in the DP on the importance of developing 

an appropriate, robust and operational definition of PL, being a deeply entrenched notion of 

performance measure. This approach requires defining financial performance, identifying 

characteristics of income or expenses that are useful for its assessment, and in principle the 

inclusion in OCI of all income and expenses that do not meet the definition of PL, unless 

there is no clear basis for identifying the period of recycling. The merits of such an approach 

are that it supports PL as an important performance measure, supports OCI recycling to 

preserve the integrity of PL, and logically guides the splitting of changes in the value of 

assets/liabilities between PL and OCI as well as the timing of OCI recycling. 

 

That said, we acknowledge that obtaining broad consensus on the definition of PL could be a 

considerable challenge, given the wide spectrum of information needs of users of FS and the 

different measures that are currently used to evaluate financial performance across and within 

sectors. Accordingly, we are prepared to accept, on pragmatic grounds, PL as a default 

category with properly defined purpose for OCI, if the IASB is unable to develop a generally 

accepted definition of PL despite extensive stakeholders’ feedback received through its due 

process.  

 

If the IASB were to indeed adopt the above approach, it could consider the following 

alternatives:  

 

Alternative 1: Based on the notion of operating and investing activities in IAS 7 

 

The IASB could build on the already deeply entrenched notion of operating and investing 

activities in IAS 7. For example, PL should reflect the principal revenue-producing activities 

for the period as well as items that are held for dealing or trading purposes, similar to 

operating cash flows. Conversely, OCI should reflect remeasurement gains or losses on long-

term assets and other investments, similar to investing cash flows. Furthermore, OCI should 

be recycled to PL when the future income and cash flows relating to those assets are realised.    

 

Alternative 2: Based on the notion of business activities 

 

Alternatively, the IASB could build on the proposed guidance on (i) dual measurement bases 

for the statement of financial position and the statement of PL, and (ii) using the nature of 

business activities to determine the measurement basis for each of those statements. It would 

naturally drive the determination of whether the resulting income or expenses should be 

included in PL or OCI to depict the return on the entity’s economic resources during the 

period. Under this concept of OCI, its purpose is to provide the linkage between the statement 

of financial position and the statement of PL, if different measurement bases are used for 

those statements to provide more relevant information.  

 

For example, a possible approach to selecting the different measurement bases for those 

statements is that: (i) for the statement of PL, it would depict the return from business 

activities conducted by the entity during the period, which could provide information that is 

useful in assessing the prospects for cash flows over the foreseeable future; and (ii) for the 

statement of financial position, it would provide information that is useful in assessing the 
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prospects for cash flows over the longer horizon, which partly depends on the business 

activities that the entity expects to conduct over the life of the asset/liability being measured. 

It follows that the cumulative amount in OCI would be reclassified to PL when it leads to a 

measure in PL that depicts the return from business activities conducted during the period, 

consistently with the measurement basis used for the statement of PL. This would typically 

occur when the underlying item is derecognised or when the underlying asset is impaired. 

 

Applying the above approach, for example, to an investment property, the historical cost 

measurement basis would be selected for PL while the property is being held to generate 

rental income, but a current value measurement basis would be selected for the statement of 

financial position if the property is also held for capital appreciation. The difference between 

the resulting measures would be included in OCI, with the cumulative amount reclassified to 

PL when the property is impaired or derecognised. Aside from investment properties, similar 

outcomes would likely result for other items of property, plant and equipment or financial 

instruments that are both held for use, lease, or collection of contractual cash flows, and also 

held for capital appreciation.  

 

The above concept of OCI is potentially applicable even to cash flow hedges. In particular, it 

could possibly be argued under the ED proposals that the hedged future cash flows are 

executory in nature, and hence, are recognised but measured at the historical cost of zero. It 

follows that the selected measurement basis for the hedging instrument could be historical 

cost for the statement of PL, and any difference as compared with the current value measure 

of the effective portion of the hedging instrument would be included in OCI and reclassified 

to PL when the hedged cash flows are effectively derecognised (i.e. occurred) and included in 

the statement of PL. 

 

In our view, the aforementioned two alternative concepts of OCI has the potential to provide 

more clarity than the ED proposals on the nature of OCI and its role in providing information 

about financial performance, to instil discipline in the use of OCI, and to provide a 

conceptual basis for OCI recycling. That said, we acknowledge that these concepts of OCI 

might not be suitable for certain existing uses of OCI at the Standards-level, such as exchange 

differences arising from the translation of foreign operations under the notion of business 

activities. These considerations taken as a whole, these concepts of OCI appear to have more 

merits than the proposed guidance as a pragmatic approach to addressing the existing issues 

surrounding OCI and recycling. Besides, it is also conceptually more acceptable to have 

limited Standards-level departures for specific areas that could not be sufficiently addressed, 

instead of allowing flexibility to accommodate different transactions at the expense of 

established principles. We therefore suggest that the IASB could consider leveraging on these 

concepts of OCI in its further attempt to address the issues surrounding OCI and recycling. 

 

In any case, regardless of the IASB’s approach to distinguishing PL and OCI, we recommend 

that the CF should incorporate the concept articulated in paragraph BC7.49(d) of the BC. 

Specifically, the measure of asset/liability on the measurement basis selected for the 

statement of PL should have an independent meaning, and not be a mere accumulation of 

amounts included in that statement. We consider it improbable for a measure that lacks an 

independent meaning to be capable of providing the primary source of information about 

financial performance. Furthermore, the CF should incorporate the IASB’s thinking as 

articulated in paragraphs BC7.54 and BC7.56 of the BC, in that as a principle, all items in 

OCI should be reclassified to PL in some future period to preserve the primacy of PL, and if 
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there is no clear basis for identifying the period of reclassification, a particular item should 

not be included in OCI. 

 

Question 15 — Effects of the proposed changes to the Conceptual Framework 

Do you agree with the analysis in paragraphs BCE.1–BCE.31? Should the IASB consider 

any other effects of the proposals in the Exposure Draft? 

 

We appreciate that the IASB has identified, as part of the CF project, potential 

inconsistencies between the proposed concepts for the CF and existing IFRS, which adds 

rigor to the development of the ED proposals. In our view, the merits of a proposed concept 

are not undermined by inconsistencies with existing Standards-level requirements, if it has 

been assessed through the IASB’s due process to be appropriate at the conceptual level. 

Nevertheless, it is important that these inconsistencies should be given careful consideration 

for the purpose of assessing the conceptual robustness of the proposed concepts. 

 

In general, we agree with the discussions in the BC. Specifically, we support the IASB’s 

intention in the CF project, which is to provide a coherent basis for developing future IFRS, 

rather than to eliminate existing inconsistencies or to legitimise existing requirements. We 

also agree with the issues for those inconsistencies that have been identified by the IASB. 

 

Furthermore, we support the IASB’s proposed approach of addressing identified 

inconsistencies through its due process for adding projects to its agenda and developing 

amendments, which could involve the IASB undertaking research projects before it would 

decide whether a particular issue should be added to its agenda. Under this approach, we 

recognise that the inconsistencies could remain for a few years after the revised CF is 

finalised, given the typical standard-setting timeframe. However, we do not support the 

alternative approach of withholding issuance of the revised CF and concurrently undertaking 

Standards-level projects to address the inconsistencies. Firstly, it is not obvious why there 

would be concerns about the credibility of the CF under the IASB’s proposed approach, when 

the IASB would be relying on the same concepts under both approaches to address 

Standards-level inconsistencies. Secondly, the revised CF, which contains updated concepts 

and more comprehensive guidance, should be made available to preparers earlier, rather than 

later, to assist them in developing accounting policies especially when no IFRS applies to a 

particular transaction or event. Thirdly, the IASB would be making Standards-level decisions 

based on concepts that are not yet in force, which could be difficult to justify on technical 

grounds. 

 

Question 16 — Business activities 

Do you agree with the proposed approach to business activities? Why or why not? 

 

We agree with the IASB that an entity’s business activities should have roles in determining 

the unit of account as well as in classifying and selecting the measurement basis for 

assets/liabilities and related income/expenses, including whether different measurement bases 

should be used for the statement of financial positon and the statement of PL. However, we 

believe that the concept of business activities should be accorded with higher prominence in 
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the CF, rather than being described as factors affecting certain aspects of financial reporting, 

which downplays the role it potentially plays in future Standards setting. In reality, how an 

entity conducts its business activities would usually determine the manner in which its 

economic resources are deployed in the generation of future cash flows. By capturing and 

presenting financial information that is aligned to the entity’s business activities, it provides 

information that allows users of FS to assess how efficiently and effectively management 

have discharged their responsibilities to use the entity’s resources as well as the entity’s 

prospects for future cash flows. Since such information is important to meeting the ‘resource 

allocation’ objective of general purpose financial reporting, we therefore consider there are 

merits in acknowledging the concept of business activities in Chapter 1 of the CF.  

 

In addition, we suggest that the IASB should consider whether an entity’s business activities 

could have an impact on recognition at the conceptual level. For example, in cases whereby 

an entity’s business decisions are based on active asset-liability management, it could be 

argued that recognition of the managed assets and liabilities would likely provide useful 

information. Hence, the consideration of business activities could require the recognition of 

such assets and liabilities, despite certain items having low probabilities of flows of economic 

benefits.  

  

Question 17 — Long-term investment 

Do you agree with the IASB’s conclusions on long-term investment? Why or why not? 

 

We agree with the IASB’s conclusions on, and rationale for, it being neither appropriate nor 

necessary to make specific references in the CF to the business activity of long-term 

investment or the information needs of long-term investors. We believe that the 

existing/proposed guidance in the CF should guide Standards-level decisions for long-term 

investments, as with any transactions or events under other types of business activities. That 

said, we are cautious about identifying long-term investments as a particular type of business 

activity, which might not be sufficiently robust for the purpose of selecting measurement 

bases for the statement of financial positon and the statement of PL. For example, long-term 

investments could include investments that are held (i) solely for investment income, (ii) for 

both investment income and capital appreciation, (iii) for strategic purposes, or (iv) to meet 

long-term obligations, which could have implications for the selection of measurement basis. 

We therefore believe that there is a need to consider the objectives underlying long-term 

investments in the selection of measurement basis. 

 

We further support the IASB’s conclusion that its standard-setting decisions should be driven 

by an assessment of what information is most likely to be useful to all investors. There 

appears no basis for giving priority to the information needs of certain groups of users, when 

the financial information produced by general purpose financial report is intended for any 

existing and potential investors, lenders and other creditors who must rely on such reports for 

much of their information needs. 

 

Question 18 — Other comments 

Do you have comments on any other aspect of the Exposure Draft? Please indicate the 

specific paragraphs or group of paragraphs to which your comments relate (if applicable). 
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As previously noted, the IASB is not requesting comments on all parts of Chapters 1 and 2, 

on how to distinguish liabilities from equity claims (see Chapter 4) or on Chapter 8. 

 

Going concern (Chapter 3) 

 

We think that refinements should be made to the proposed guidance on going concern in 

paragraph 3.10 of the ED, which states that the CF (instead of ‘FS’ under the existing CF) is 

based on the assumption that the reporting entity is a going concern. We appreciate that 

Standards-level decisions should be made on the basis that FS are prepared using the going 

concern assumption. However, we believe that the CF should assist preparers in developing 

accounting policies when the going concern assumption is assessed to be inappropriate and 

FS are prepared on a different basis. Although the IASB had intended for the proposed 

guidance to be largely unchanged, its current drafting could be interpreted as precluding the 

use of the concepts and principles in the CF to develop accounting policies under such 

circumstances. The implication is that it is unclear how an entity that continues to prepare FS 

in accordance with IFRS could develop its accounting policies under the hierarchy specified 

in IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors. We do not 

believe the interpretation reflects the IASB’s intention and recommend that the guidance 

should be refined accordingly.  

 

Measurement of equity (Chapter 6) 

 

We broadly agree with the proposed guidance on the measurement of equity. However, we 

think that the proposed guidance on measuring directly some individual classes or categories 

of equity in paragraph 6.80 of the ED would not align well with certain concepts proposed for 

the CF. Its application to an exchange transaction would mean that the value of the 

corresponding asset/liability would be determined with reference to the value of equity 

instruments issued or reacquired, which runs contrary to the notion of equity being the 

residual. Once such instruments have been directly measured, subsequent remeasurement 

appears to be a logical consequence, since current value is almost always more relevant than 

historical cost for any instruments that represent a residual interest in an entity. However, it is 

debatable whether subsequent remeasurement of some classes or categories of equity, but not 

total equity, would be consistent with the concept of FS being prepared from the perspective 

of the entity as a whole. Such an approach would inevitably lead to re-attribution of total 

equity amongst different classes or categories of equity, even though that re-attribution does 

not have a financial effect on the entity as a whole. We therefore recommend that the IASB 

should re-consider the conceptual merits of measuring equity directly and refine the guidance 

accordingly.  
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The RefUpd ED 

 

Question 1 — Replacing references to the Conceptual Framework 

The IASB proposes to amend IFRS 2, IFRS 3, IFRS 4, IFRS 6, IAS 1, IAS 8, IAS 34, SIC-

27 and SIC-32 so that they will refer to the revised Conceptual Framework once it becomes 

effective.  

Do you agree with the proposed amendments? Why or why not? 

 

We agree in principle that the IASB should update the direct references to the CF, and in 

some cases the corresponding quotes from the CF, in the existing IFRS so that they refer to 

the revised CF once it becomes effective.  

 

However, we caution the IASB against a purely mechanical updating of the references. In 

particular, we believe that the IASB should consider whether the references would remain 

appropriate within the context of the specific guidance, taking into account the proposed 

changes to the concepts in the CF. Examples of potential problem with an apparent 

mechanical updating of the references include:  

(i) IFRS 6 Exploration for and Evaluation of Mineral Resources: IFRS 6 refers to the CF 

and IAS 38 Intangible Assets for guidance on the recognition of assets arising from 

expenditure on the development of mineral resources. The recognition criteria in IAS 38 

for internally generated intangible assets arising from development are largely premised 

on the ‘probable future economic benefits’ and ‘measure reliably’ concepts in the 

existing CF. Therefore, we disagree with retaining the reference to the revised CF, 

having regard to the proposed changes to the recognition concepts in the CF and the fact 

that the IASB is not proposing any changes to IAS 38 to align its requirements with the 

concepts in the revised CF at this juncture. We consider that the RefUpd ED proposal 

would create conflicts within IFRS 6. 

(ii) IAS 1 Presentation of Financial Statements: The guidance on fair presentation in IAS 1 

makes references to the definitions and recognition criteria in the CF. In view of the 

additional guidance on measurement, presentation and disclosures that have been 

proposed for the CF, we believe that references to these aspects of the revised CF should, 

in principle, be included in the guidance on fair presentation. We think the inclusion of 

such references, which is appropriate within the context of the guidance, might not have 

significant unintended consequences on the remaining guidance in IAS 1 and should 

warrant further consideration. 

(iii) SIC-32 Intangible Assets – Web Site Costs: For expenditure incurred on an internet 

service provider hosting the entity’s website, SIC-32 requires such expenditure to be 

recognised as an expense under paragraph 88 of IAS 1 and the CF, which specify 

different thresholds for the inclusion of income and expenses in PL once the revised CF 

becomes effective. The IASB has further concluded in paragraph BC7.44 of the BC that 

IAS 1 effectively precludes an entity from applying the rebuttable presumption of 

inclusion in PL as proposed for the CF. In the context of SIC-32, however, the direct 

reference to the CF could technically elevate the rebuttable presumption in the CF to the 
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rank of Standards-level requirements on par with paragraph 88 of IAS 1, which would 

potentially create conflicts within SIC-32.  

 

Question 2 — Effective date and transition 

The IASB proposes that: 

(a)  a transition period of approximately 18 months should be set for the proposed 

amendments. Early application should be permitted. 

(b)  the amendments should be applied retrospectively in accordance with IAS 8, except 

for the amendments to IFRS 3. Entities should apply the amendments to IFRS 3 

prospectively, thereby avoiding the need to restate previous business combinations. 

 

Do you agree with the proposed transition provisions and effective date? Why or why not? 

 

We agree with the proposed transition. In addition, since the proposed amendments are 

limited in scope, we consider a transition period of approximately 18 months to be reasonable 

for entities to evaluate their effects and to prepare for retrospective application, taking into 

consideration a typical local jurisdictional endorsement process. 

 

Question 3 — Other comments 

Do you have any other comments on the proposals? 

 

We do not have any other comments. 

 

We hope that our comments will contribute to the IASB’s deliberation on the ED and the 

RefUpd ED. Should you require any further clarification, please contact our project managers 

Siok Mun Leong at Leong_Siok_Mun@asc.gov.sg and Boon Tian Tan at 

Tan_Boon_Tian@asc.gov.sg.  

 

 

Yours faithfully  

 

 

Suat Cheng Goh  

Technical Director  

Singapore Accounting Standards Council 
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