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32 Subsequent Event (Continued) 
 

(c)    Under Section 34 of the Act, where a writ of election is issued, the Town Council is required to 
transfer the excess of revenue over expenditure (referred to as surpluses) in any fund (other 
than a sinking fund) established under Section 33 of the Act to the sinking funds of that Town 
Council.  The amount to be transferred is 80% of the accumulated surpluses as at 31 March 
2019, after taking into consideration capital commitments and capital expenditures as at 22 June 
2020, the day before the writ of election.  A total of S$3,419,459 will be transferred to the 
Ordinary Sinking Fund and Lift Replacement Fund. 

 
 

33 Initial application of FRS 116 Leases 
 

FRS 116 introduces significant changes to lessee accounting by removing the distinction between 
operating and finance lease and requiring a lessee to adopt a single model for lessee accounting. 
Lessees are required, with the exception of short-term leases and leases of low value assets, to 
recognise at initial recognition, lease liability and right-of-use asset for a contract which is or contains 
a lease. 
 
The details of the accounting policies under FRS 116 and FRS 17 are disclosed in Note 2(m). 
 
The Town Council applied FRS 116 using the modified retrospective approach and recognised the 
cumulative effect of initial application on 1 April 2019, being the date of initial application of FRS 116. 
Accordingly, the comparative information presented were not restated and is presented as previously 
reported under FRS 17 and its related interpretations.  
 
Practical expedients applied 
 
The Town Council applied the following practical expedients when applying FRS 116 for the first time. 

 
- Not to reassess whether a contract is, or contains, a lease at 1 April 2019 and instead relied on 

the assessment previously made using FRS 17 Leases and FRS INT 104 Determining whether 
an Arrangement contains a Lease; 

- Not to recognise right-of-use assets and lease liabilities of leases for which the lease term ends 
within 12 months as of 1 April 2019; 

- Not to recognise right-of-use assets and lease liabilities for leases for which the underlying asset 
is of low value; and 

- Use of hindsight for contracts which contain an option to extend or terminate a lease. 
 

Leases classified as operating leases under FRS 17 
 
The Town Council previously classified its lease of staff premise and office space as operating leases 
under FRS 17. The Town Council did not recognise right-of-use assets and lease liabilities for these 
leases as lease term ends within 12 months as of 1 April 2019. 
 
In the determination of lease liabilities, the Town Council applied the practical expedient to not 
separate non-lease components from lease components, and instead account for each lease 
component and any associated non-lease components as a single lease component. 
 
The lease liabilities at 1 April 2019 can be reconciled to the operating lease commitment as at 31 
March 2020 as follows:  

  
 At 

1 April 2019 
 S$ 

  
Operating lease commitments at 31 March 2019 under FRS 17 as 

disclosed in the Town Council’s financial statements 
 

615,178 
Recognition exemption for leases with 12 months or less of lease term at 

transition 
 

(444,429) 
Commitments relating to service contract which does not contain a lease (170,749) 

  
Lease liabilities at 1 April 2019 - 

 


