
Revision to RAP 7, the recommended accounting practices 
for unit trusts and REITs in Singapore 

Financial statements of all authorised unit trusts (including real estate investment trusts or 
REITs) in Singapore are required by the Code of Collective Investment Scheme (CIS) to comply 
with the Statement of Recommended Accounting Practice (RAP) 7 – Reporting Framework for 
Unit Trusts.  RAP 7 was recently reviewed by ICPAS. 
 

We discuss the changes introduced by the revised RAP 7 issued by ICPAS on 29 June 2012 and 
highlight our current interpretation of those changes, including the potential impact on unit 
trusts and REITs reporting under RAP 7. 

This article is 
contributed by: 

 

An authorised unit trust is a collective investment scheme constituted in Singapore and authorised by 
the Monetary Authority of Singapore (MAS) under Section 286 of the Securities and Futures Act 
(Chapter 289). 

What is an authorised unit trust? 
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Since the publication of this Supplement, ICPAS has been working with the accounting profession to deal with various 
interpretation issues.  This led to the issuance of a list of frequently asked questions (FAQs) by ICPAS to clarify certain 
aspects of RAP 7 (2012).   We have updated this Supplement to reflect the latest developments on the interpretation of 
RAP 7 (2012).  These are included in red, under the header “December 2012 update”. 

December 2012 update 

What is RAP 7? RAP 7 is an industry-specific reporting framework for investment funds.  It is issued by ICPAS in 
consultation with the Investment Management Association of Singapore (IMAS). The purpose of RAP 7 
is to recommend standardised disclosures (for instance, expense ratios, portfolio statements, 
distribution statements) and classifications of financial information to provide consistent and 
comparable financial reports for investors of authorised unit trusts (including REITs). 
 
ICPAS is responsible for reviewing and updating RAP 7 periodically to cater for changes in FRSs, 
changes in regulations and guidelines relevant to authorised unit trusts and new products developed.   
 
RAP 7 was first issued in 2002, revised in 2007 (RAP (2007)) and was last revised on 29 June 2012 
(RAP 7 (2012)).  
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RAP 7 (2012) paragraph 17 requires RAP 7 to be applied to all accounting periods (including interim 

financial statements) commencing on or after 30 June 2012.  There was uncertainty as to whether 

a calendar year-end entity (for example, a calendar year-end listed REIT) should prepare its 3Q-

2012 interim financial statements using RAP 7 (2012). 

 

ICPAS has since clarified that RAP 7 (2012) is not intended to be applied to the interim financial 

statements for periods beginning on or after 30 June 2012 of unit trusts with annual periods 

beginning before 30 June 2012.   

 

The two scenarios where RAP 7 (2012) is or is not applicable in ICPAS’ clarification are reproduced 

as follows: 

 

1. Unit Trust A has an annual period beginning on 1 January 2012 and requires quarterly or semi-

annual preparation of financial statements using RAP 7. For the last two quarters beginning on 

1 July 2012 and 1 October 2012 or six month period beginning on 1 July 2012, Unit Trust A is 

not required to apply RAP 7 (2012) and should continue to apply RAP 7 (2007) instead. Unit 

Trust A is only required to apply RAP 7 (2012) for the next annual period beginning on or after 

1 January 2013.  

2. Unit Trust B has an annual period beginning on 1 July 2012 and requires quarterly or semi-

annual preparation of financial statements using RAP 7. Unit Trust B is required to apply RAP 7 

(2012) for the quarters/six month period beginning on or after 1 July 2012. 

 

After the clarification, it is clear that RAP 7 (2012) is mandatorily effective only for annual and 

interim periods commencing on 1 January 2013 for calendar year-end entities (i.e. it is applicable 

for 1Q-2013 and year ending 31 December 2013 financial statements).   

Clarification with ICPAS on the effective date 

Is RAP 7 subject  

to mandatory 

changes resulting 

from changes in 

FRSs issued by 

the ASC? 

Unlike RAP 7 (2007), RAP 7 (2012) specifically states that RAP 7 will not be subject to any changes 

resulting from changes in FRSs issued by the ASC until the next re-issue of the RAP 7.  For 

changes to FRSs, ICPAS may issue ad-hoc guidance which is considered relevant and necessary. 

When is RAP 7 

(2012) effective? 

 

RAP 7 (2012) is effective for annual periods commencing on or after 30 June 2012.  RAP 7 (2012) 

may be applied earlier, in which case this fact should be disclosed.   

 

Currently, entities reporting under RAP 7 (2007) typically adopt the changes to the recognition and 

measurement requirements in FRSs as and when issued by the ASC.   

 

On adoption of RAP 7 (2012), it appears that unit trusts including REITs reporting under RAP 7 do 

not need to adopt any changes in FRSs until the RAP 7 is revised.  However, based on the current 

language of RAP 7 (2012), some may argue that unit trusts are not prohibited from voluntarily 

adopting future changes to FRSs.  

Insights 



 

If a unit trust does not adopt any changes in FRSs going forward, there is currently an ongoing 
discussion amongst the accounting professionals and ICPAS on the cut-off date that determines the 
list of FRSs that are applicable on adoption of RAP 7 (2012).  RAP 7 (2012) does not contain an explicit 
cut-off date.  There are a number of possible interpretations currently being discussed, including: 
 

1. Apply new/revised FRSs that are issued and effective on or before 30 June 2012,  
the first date for which RAP 7 (2012) is mandatorily effective. 

 

Implications 
This means that the recognition and measurement requirements in FRSs that are issued and effective 
on or before 30 June 2012 would be applied to financial statements prepared under RAP 7 (2012) to 
the extent that those requirements do not conflict with RAP 7 (2012).    
 

Entities need not apply FRSs that are issued but not yet effective as at 30 June 2012 (for example, 
FRS 110 to FRS 113).  Entities also need not apply FRSs that are, or will be issued after 30 June 2012 
(for example, IFRS 9, lease accounting, revenue recognition). 
 

2. Apply new/revised FRSs that are issued on or before 30 June 2012. 
 

Implications 
This means that the recognition and measurement requirements in FRSs that are issued on or before 
30 June 2012 would be applied to financial statements prepared under RAP 7 (2012) to the extent 
that those requirements do not conflict with RAP 7 (2012).    
 

Entities would therefore need to apply FRSs that are issued but not yet effective as at 30 June 2012 
(for example, FRS 110 to FRS 113).   
 

Entities, however, need not apply FRSs that are issued after 30 June 2012 (for example, IFRS 9, lease 
accounting, revenue recognition).  As a consequence, entities also cannot apply the deferred effective 
date (1 January 2014) for FRS 110 to FRS 112 as the deferral was announced by the ASC on 31 
August 2012, which is after 30 June 2012. This means that FRS 110 to FRS 112 must be applied 
based on the original effective date, which is referring to annual periods beginning on or after 1 
January 2013. 
 

Observations 
If FRS 110 has to be applied for annual periods beginning on or after 1 January 2013 (i.e. the original 
effective date), some unit trusts may face the prospect of having to consolidate those investees for 
which they have de facto control under FRS 110.  The IASB has an ongoing project that will require 
investment entities to account for their controlled investees at fair value through profit or loss.  We 
expect most unit trusts (excluding REITs) to qualify as investment entities as contemplated by the 
IASB.  If one follows the view that standards issued on or before 30 June 2012 can be applied and 
ICPAS does not issue any ad-hoc guidance, unit trusts that are affected by FRS 110 may not be able 
to benefit from both the deferral of effective date by the ASC and the IASB’s project on investment 
entities, widely expected to be issued in Q4-2012 and effective for annual periods beginning 1 
January 2014.  

Insights 
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December 2012 update 
 

The list of FAQs issued by ICPAS clarifies the following: 
 

1. Unit trusts are required to apply the recognition and measurement requirements in FRSs that are 
issued and effective as at 30 June 2012 to the extent that those requirements do not conflict with 
RAP 7 (2012).    
 

2. Unit trusts are not required to apply FRSs that are issued but not yet effective as at 30 June 2012 
(for example, FRS 110 to FRS 113).  Unit trusts are also not required to apply FRSs that are, or will 
be issued after 30 June 2012 (for example, IFRS 9, lease accounting, revenue recognition). 
However, voluntary application of these new/revised FRSs is not prohibited. 



Subject  Summary of changes and transitional provisions Impact on unit trusts (excluding REITs) Impact on REITs 

Classification of units 
issued by unit trusts 

RAP 7 (2012) removes the requirements to account for units and its 
component parts in accordance with FRS 32: Financial Instruments: 
Presentation.   
 
RAP 7 (2012) requires units and its component parts issued by a unit trust 
to be classified as equity. 
 
Transitional provisions 
RAP 7 (2012) does not contain specific transitional provisions.  Therefore, 
we believe that it is appropriate to apply these changes retrospectively, 
unless impracticable, by reference to FRS 8 Accounting Policies, Changes 
in Accounting Estimates and Errors. 

Units issued by unit trusts are often classified as liabilities under 
RAP 7 (2007).  As a result, distributions to unitholders are presented 
as an expense in the statement of total return.  
 
The requirement will result in equity classification of units issued by 
all unit trusts.  Accordingly, distributions would now be presented as 
a line item in the statement of movements in unitholders’ funds 
(see “Primary Statements” below).  
 
Such accounting would represent a change in accounting policy for 
those unit trusts that classify their units as liabilities, and is a 
divergence from FRS 32. 
 

The change is unlikely to affect 
the classification of REITs’ units 
as those units are typically 
classified as equity under RAP 7 
(2007). 

Primary statements RAP 7 (2012) requires the following additional statements to be included 
as primary statements: 
• Statement of movements in unitholders’ funds 
• Cash flow statement (Property Funds only) 
• Distribution statement (Property Funds only) 

 
Illustrations of the above primary statements are included in Appendix 1, 
Appendix 2 and Appendix 3 to RAP 7 (2012). 
 
Transitional provisions 
RAP 7 (2012) does not contain specific transitional provisions.  Therefore, 
we believe that it is appropriate to apply these changes retrospectively, 
unless impracticable, by reference to FRS 8. 

As units are generally classified as liabilities, a statement of 
movements in unitholders’ funds is not required under RAP 7 
(2007).    
 
However, RAP 7 (2007) requires unit trusts to provide information 
on the movements in net assets attributable to unitholders (for units 
classified as liabilities) in the notes to the financial statements.  
 
Under RAP 7 (2012), the statement of movements in unitholders’ 
funds is explicitly required as a primary statement as a result of the 
requirement to classify units issued as equity.  However, the 
information required for this new statement is likely to be similar to 
those previously presented in the financial statements as 
movements in net assets attributable to unitholders. 

The change is unlikely to affect 
REITs as REITs have already been 
including these statements as 
primary statements in their 
financial statements. 

What are the 
changes introduced 
by RAP 7 (2012)? 

The following table serves to provide an overview of the changes, the transitional provisions, our current interpretation (as at the date of publication) of those 
changes and its impact on unit trusts and REITs. There are ongoing discussions and debates on RAP 7 (2012) amongst the accounting professionals and ICPAS 
which may lead to further clarifications.  

Financial R
eporting M

atters: S
upplem

ent       04 



Subject  Summary of changes and transitional provisions Impact on unit trusts (excluding REITs) Impact on REITs 

Disclosure of expenses RAP 7 (2012) requires the following expenses to be disclosed separately 
either on the face of the statement of total return or in the notes to the 
financial statements: 
• Management fee (with gross amount less rebate, if any) 1 
• Performance fee  
• Valuation fee 

 
Transitional provisions 
RAP 7 (2012) does not contain specific transitional provisions.  Therefore, 
we believe that it is appropriate to apply these changes retrospectively, 
unless impracticable, by reference to FRS 8. 

This is expected to result in additional disclosure of the breakdown of expenses in the financial 
statements. 

Disclosure of net gains/ 
losses on investments 
and derivatives 

RAP 7 (2012) requires net gains/losses on investments and net 
gains/losses on derivatives to be disclosed separately. 
It removes the requirement in RAP 7 (2007) to disclose separately net 
realised gains/losses on investments and derivatives from net changes in 
fair value (i.e. unrealised gains/losses) on investments and derivatives. 
 
Transitional provisions 
RAP 7 (2012) does not contain specific transitional provisions.  Therefore, 
we believe that it is appropriate to apply these changes retrospectively, 
unless impracticable, by reference to FRS 8. 

This is expected to simplify the disclosure of the analysis of net gains/losses on investments and 
derivatives. 

1 RAP 7 (2007) requires disclosure of management fee (net of rebate, if any). Financial R
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Subject  Summary of changes and 
transitional provisions 

Impact on unit trusts (excluding REITs) Impact on REITs 

Transaction costs on 
purchases and sales of 
financial instruments 

RAP 7 (2012) requires 
transaction costs on purchases 
and sales of financial 
instruments to be charged 
against income (i.e. recognised 
as an expense) in the Statement 
of total return. 
 
Transitional provisions 
This change is to be applied 
prospectively to sales and 
purchases of financial 
instruments for which the 
transaction date is on or after 
the beginning of the first annual 
reporting period beginning on or 
after 30 June 2012. 
 
If the initial application of RAP 7 
(2012) results in changes in the 
presentation, a disclosure 
highlighting any changes in 
presentation should be made in 
the year of initial application.  

The main activities of a unit trust revolve around the purchase and sale 
of investments comprising equity securities, debt securities and 
derivatives.  Unit trusts typically account for all investments at fair value 
with changes in fair value being recorded through the statement of total 
return.    
 
There is no specific requirement under RAP 7 (2007) on the accounting 
for transaction costs.  Hence, there is diversity in practice on how 
transaction costs on these investments are accounted for and 
presented in the statement of total return. 
• Some unit trusts may have recorded the transaction costs as an 

“other expense” in the statement of total return immediately upon 
purchase and sale of the investments.   

• Others may have first capitalised the transaction costs as part of 
the carrying amount of the investments on initial recognition and 
subsequently expensed off on day 2 and have presented it as part 
of fair value changes on investments or derivatives in the 
statement of total return.  

  
Regardless of the policy taken, all transaction costs are typically 
expensed to the statement of total return and not capitalised and 
carried over from one reporting period to another.    
  
Hence, the clarification introduced by RAP 7 (2012) is unlikely to 
significantly affect current accounting and the net asset value of unit 
trusts.   
  
However, under RAP 7 (2012), it is expected that transaction costs 
would have to be presented separately from fair value changes on 
investments and derivatives in the statement of total return as 
transaction costs are no longer allowed to be capitalised as part of  
the carrying value of the investment on initial recognition. 
 

REITs typically hold their interests in investment properties through 
subsidiaries or joint ventures.   
 
Based on the current language in RAP 7 (2012), the term “financial 
instruments” could be read as encompassing all financial instruments, 
including all financial assets, financial liabilities such as borrowings and 
investments in subsidiaries, associates and joint ventures (i.e. it is not 
limited to financial instruments within the scope of FRS 39 Financial 
Instruments: Recognition and Measurement).  
 
We understand that the intention of ICPAS is to achieve consistency  
in the accounting treatment for transaction costs incurred on purchases 
and sales of financial assets within the scope of FRS 39.  Therefore, 
we do not expect that the accounting for transaction costs incurred for 
financial liabilities and investments in subsidiaries, joint ventures  
and associates will be affected by this clarification.    
 
Under the clarification, if the financial assets within the scope of  
FRS 39 are not accounted for at fair value with changes in fair value 
being recorded through the statement of total return, then the 
requirement in RAP 7 (2012) to immediately expense off transaction 
costs would likely represent a change in accounting policy and a 
divergence from current accounting under FRS 39. 
  
Where REITs incur transaction costs on purchases and sales of financial 
assets that are accounted for at fair value with changes in fair value 
being recorded through the statement of total return, the same 
diversity in practice in the accounting for and presentation of 
transaction costs in the statement of total return as that discussed  
for unit trusts is likely to exist for REITs.    

December 2012 update 
 The FAQ issued by ICPAS clarifies the following: 
1. The term “financial instruments” refers to financial instruments that are within the scope of FRS 39 and are accounted for at fair value through profit or loss. 
2. Transaction costs incurred on purchases and sales of financial instruments are to be presented in expenses before net income, separately from net gains/(losses) (i.e. fair 

value changes) in the statement of total return.  These costs could be presented either as a separate line item or as part of other expenses. 
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Subject  Summary of changes and 
transitional provisions 

Impact on unit trusts (excluding REITs) Impact on REITs 

Distribution RAP 7 (2012) requires 
distribution to be accrued for 
at the reporting date if the 
Manager has the discretion to 
declare distributions without 
the need for unitholders or 
trustee approval and a legal or 
constructive obligation has 
been created.  
 
Transitional provisions 
RAP 7 (2012) does not contain 
specific transitional provisions.  
Therefore, we believe that it is 
appropriate to apply these 
changes retrospectively, 
unless impracticable, by 
reference to FRS 8 
Accounting Policies, Changes 
in Accounting Estimates and 
Errors. 

RAP 7 (2007) does not contain specific requirements on the accounting 
for distributions.   
 
Under RAP 7 (2007), unit trusts typically account for distributions only 
when the distributions are declared based on FRS 10 Events after Balance 
Sheet Date2.  
 
Under RAP 7 (2012), a unit trust may have to accrue for a distribution 
declared after the reporting date if, at the reporting date, it has created a 
legal or constructive obligation to make a distribution after the reporting 
date. 
 
Given that distributions by unit trusts are typically at the sole discretion of 
the managers, a legal obligation to distribute may not exist at the reporting 
date.   
 
However, for unit trusts that have been established and marketed with 
the objective of providing a regular periodic flow of distributions to 
investors, or where a unit trust has an established pattern of past practice 
of making distributions or a published distribution policy or a sufficiently 
specific current statement to distribute and as a result, a valid expectation 
has been created on the part of investors to receive distributions, a 
constructive obligation may exist at the reporting date.   
  
This change may create a RAP 7 – FRS difference as the distributions may 
need to be accrued in advance of the declaration date.  Such accounting 
would represent a change in accounting policy and a divergence from FRS 
10.  

RAP 7 (2007) does not contain specific requirement on the accounting 
for distributions.  Typically, REITs account for distributions only when  
the distributions are announced based on FRS 10 Events after Balance 
Sheet Date2.  
 
Under RAP 7 (2012), a REIT may have to accrue for a distribution 
announced after the reporting date if, at the reporting date, it has 
created a legal or constructive obligation to make a distribution after  
the reporting date. 
 
Similar to unit trusts, distributions by REITs are typically at the  
discretion of the managers and therefore, a legal obligation to distribute 
may not exist at the reporting date.    
 
However, REITs typically distribute at least 90% of its distributable 
income to its unitholders in order to enjoy tax transparency.  In addition, 
some REITs have stated their distribution policy in their prospectuses 
and/or announcements.  These factors may indicate that a constructive 
obligation to distribute exists at the reporting date.   
  
This change may create a RAP 7 – FRS difference. On adoption of RAP 
7 (2012), most REITs may have to accrue for the distributions at the 
reporting date in advance of the announcement date.  Such accounting 
would represent a change in accounting policy and a divergence from 
FRS 10. 

December 2012 update 
The FAQ issued by ICPAS clarifies that the distributions are accrued only at the point in time when all the necessary approvals have been obtained and a legal and constructive 
obligation has been created.  In situations where declaration of distributions is at the discretion of the manager and further approvals from the trustee and unitholders are not 
required, the distributions are accrued when they are appropriately authorised by the board of directors of the manager (if it is required by the corporate governance practices of the 
manager) and a legal and constructive obligation has been created. 
 
If the necessary approvals are obtained after the reporting date but before the financial statements are authorised for issue, the distributions are not accrued as at the reporting 
date. 

2 Per FRS 10.12, if an entity declares dividends to holders of equity instruments after the reporting period, the entity shall not recognise those dividends as a liability at the reporting period. 
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Subject              Summary of changes and transitional provisions Impact on unit trusts (excluding REITs) Impact on REITs 

Accounting for 
financial derivatives 
(including foreign 
exchange contracts) 
  

RAP (2012) removes the specific reference to account for financial derivatives in accordance with 
the accounting treatment set out in FRS 39.  Instead, RAP 7 (2012) requires financial derivatives to 
be accounted for in accordance with generally accepted accounting principles. 
 
Transitional provisions  
RAP 7 (2012) does not contain specific transitional provisions.  Therefore, we believe that it is 
appropriate to apply these changes retrospectively, unless impracticable, by reference to FRS 8. 

It is expected that accounting in accordance with FRS 39 (or its equivalent issued 
by the ASC) would be considered generally accepted accounting principles.  In 
which case, the change in language is not expected to have any impact on unit 
trusts and REITs. 
  

December 2012 update 
The FAQ issued by ICPAS clarifies that the term “generally accepted accounting principles” or “GAAP” refers to Singapore GAAP which includes FRSs, INT-FRSs and RAPs. 

Distribution per unit 
(DPU) 

RAP 7 (2012) includes specific guidance on the calculation of distribution per unit (DPU) as follows: 
i. DPU of all periods presented to be adjusted retrospectively if the number of units changes as 

a result of a capitalisation, bonus issue, rights issue or unit (reverse unit) split that occurs 
during the reporting period or after the reporting period but before the financial statements are 
authorised for issue. 

ii. DPU of all periods presented to be adjusted retrospectively for the effects of errors and 
adjustments resulting from changes in accounting policies accounted for retrospectively. 

 
RAP 7 (2012) also requires the fact that DPU calculations reflect such changes in the number of 
units in (i) above be disclosed. 
  
An illustration of the retrospective adjustments to DPU as a result of a bonus issue and rights 
issue are set out in Appendix 4 to RAP 7 (2012). 
  
Transitional provisions  
RAP 7 (2012) does not contain specific transitional provisions.  Therefore, we believe that it is 
appropriate to apply these changes retrospectively, unless impracticable, by reference to FRS 8. 

Not applicable as unit trusts are not 
required to and in practice, do not present 
a Distribution Statement. 

DPUs for all periods would have to 
be adjusted for the circumstances 
described in RAP 7 (2012). 
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Subject  Summary of changes and transitional provisions Impact on unit trusts (excluding REITs) Impact on REITs 

FRS 107 disclosures RAP 7 (2012) removes the requirements to disclose financial 
instruments in accordance with FRS 32 Financial Instruments: 
Disclosure and Presentation. 
 
RAP 7 (2012) requires compliance with FRS 107 Financial 
Instruments: Disclosures whenever possible.  An illustration of 
the disclosures is set out in note 10 to the pro-forma annual 
financial statements included in Appendix 1 to RAP 7 (2012). 
 
Transitional provisions 
RAP 7 (2012) does not contain specific transitional provisions.  
Therefore, we believe that it is appropriate to apply these 
changes retrospectively, unless impracticable, by reference to 
FRS  

There is currently diversity in practice on the extent of disclosures 
made on financial instruments.   
 
Under RAP 7 (2012), it is expected that unit trusts would have to 
prepare the disclosures under FRS 107.  This means that there 
would be an increased amount of disclosures on financial 
instruments in their financial statements for those that do not 
currently make the FRS107 disclosures.  

The change is unlikely to affect REITs 
as REITs have generally been 
disclosing the information required 
under FRS 107. 

December 2012 update 
In the first year of application, an entity need not provide 
comparative information for the disclosures required by the 
change. 

Reconciliation of net assets 
attributable to unitholders 

RAP 7 (2012) requires a reconciliation in the notes to the 
financial statements (where the difference is considered 
material) of: 
(a) net assets attributable to unitholders per unit for 

issuing/redeeming units at the reporting date; and  
(b) the net asset value (NAV) attributable to unitholders per unit  

per the financial statements. 
 

An illustration of the disclosures is set out in note 9 to the pro-
forma annual financial statements included in Appendix 1 to 
RAP 7 (2012). 
 
Transitional provisions  
RAP 7 (2012) does not contain specific transitional provisions.  
Therefore, we believe that it is appropriate to apply these 
changes retrospectively, unless impracticable, by reference to 
FRS 8. 

Under RAP 7 (2012), quoted investments held are usually valued 
based on quoted market bid prices (for financial assets held) and 
quoted market ask prices (for derivative liabilities held) as at the 
reporting date.   
 
However, for the purposes of calculating the net asset value (NAV) 
attributable to unitholders per unit for issuance and redemption of 
units, the CIS requires the use of the last transacted price.  
 
This results in a difference between the book NAV per unit and the 
NAV per unit for issuance and redemption of the units by investors.   
 
Although the difference is usually marginal for financial reporting 
purposes, we would encourage the disclosure of the reconciliation as 
this would help investors understand the difference between the 
NAV per unit reported in the financial statements versus the amount 
per unit that investors pay/receive to buy/sell the units of the unit 
trusts. 

We believe this is not intended to be 
applicable to REITs as a REIT 
typically does not allow its 
unitholders to buy and sell issued 
units back to the REIT when it is 
listed. 
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Subject        Summary of changes and transitional provisions Impact on unit trusts 
(excluding REITs) 

Impact on REITs 

Disclosure of related party 
transactions 

RAP 7 (2012) removes the specific reference to disclose related party transactions in accordance 
with FRS 24 Related Party Disclosures, but instead requires related party transactions to be disclosed 
in accordance with generally accepted accounting principles. 
 
Transitional provisions 
RAP 7 (2012) does not contain specific transitional provisions.  Therefore, we believe that it is 
appropriate to apply these changes retrospectively, unless impracticable, by reference to FRS 8. 

It is expected that disclosure in accordance with FRS 24 (or its 
equivalent issued by the ASC) would be considered generally accepted 
accounting principles.  In which case, the change in language is not 
expected to have any impact on unit trusts and REITs. 

December 2012 update 
The FAQ issued by ICPAS clarifies that the term “generally accepted accounting principles” or “GAAP” refers to Singapore GAAP which includes FRSs, INT-FRSs and RAPs 

Short-form financial 
statements and interim 
financial statements 

Short-form financial statements  
RAP 7 (2012) removes the requirements on short-form financial statements and Appendix 2 which 
illustrates a short form financial statements of a typical unit trust. 
 
Interim report and financial statements 
RAP 7 (2012) replaces the requirements on half-yearly report and financial statements with a new 
section dealing with interim report and financial statements.   
For interim financial statements, only the primary statements need to be presented.  There is no 
requirement under RAP 7 (2012) to disclose the notes to the interim financial statements. 
 
Transition provisions 
RAP 7 (2012) does not contain specific transitional provisions.  Therefore, we believe that it is 
appropriate to apply these changes retrospectively, unless impracticable, by reference to FRS 8. 

This change is not expected to 
have an impact on unit trusts as 
the change is consistent with 
current reporting practice. 

REITs which prepare interim financial 
statements should take note of the 
changes in requirements. 

Financial ratios The illustration on the disclosure of financial ratios in note 13 to the pro-forma annual financial 
statements included in Appendix 1 to RAP 7 (2012) has been updated to include footnotes 
explaining the basis of the calculations. 
 
Transition provisions 
Not applicable. 

As the basis for calculation of the financial ratios has not changed, this 
change is not expected to have a significant impact on unit trusts and 
REITs. 
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Changes to pro-
forma statements 
and reports 

Other than the above changes, the following pro-forma statement/reports have also been updated 
in RAP 7 (2012): 

Report of the 
Trustee 

The pro-forma report in RAP 7 (2012) has been updated to remove all 
references to financial statements. 

Statement by 
Manager 

The pro-forma statement in RAP 7 (2012) has been updated to include 
reference to the “Statement of movement in unitholders’ funds” as a 
primary statement. 

Independent 
Auditors’  
Report to the 
Unitholders 

The pro-forma report in RAP 7 (2012) has been updated to reflect the 
changes brought about by the clarified SSAs and to include references to the 
“Statement of movement in unitholders’ funds” as a primary statement.  

Concluding 
remarks 

The issuance of RAP 7 (2012) marks the end of an extensive process of updating and refreshing  
RAP 7.  Participants in the asset management industry, such as the managers, the trustees and the 
administrators were consulted with the help of IMAS during the process to ensure that the RAP is 
sufficiently robust.   
 
Since the issuance of RAP 7 (2012), there are ongoing discussions amongst the accounting 
professionals and ICPAS on the changes introduced in the RAP.  ICPAS’ involvement to establish the 
appropriate and consistent interpretation of RAP 7 is instrumental in helping to establish a consistent 
financial reporting platform in the fund management industry which will in turn serve to provide 
comparable financial reports for investors. 
 
ICPAS’ intention when revising the RAP is to provide a period of stability for unit trusts as frequent 
changes to accounting standards are expected to increase the cost of compliance but, the extent of 
increase in the level of transparency and benefits for investors of unit trusts arising from such 
changes may not be so clear.   
 
If unit trusts (including REITs) do not adopt the mandatory changes in FRSs issued by ASC, the 
recognition and measurement differences between RAP 7 and FRSs are likely to increase over time.   
 
Given Singapore’s commitment to have all listed entities comply with IFRS or its equivalent in the 
future, whether listed REITs would continue to report under RAP 7 in the future remains a question to 
be answered.  The growing list of FRS – RAP 7 differences would certainly require separate 
consideration when Singapore draws its FRS to IFRS convergence roadmap for listed entities.   
 
In the meantime, RAP 7 has to be applied by all unit trusts (including REITs).  Sponsors of REITs that 
currently consolidate or equity account for their investments in the REITs would need to keep track of 
the differences between FRSs and RAP 7 and make the necessary adjustments to the relevant REIT’s 
results in the group financial statements.  For stapled security structure comprising a REIT and a 
business trust (BT), the growing list of differences between FRSs and RAP 7 may create additional 
reporting complexity as the financial statements of the REIT, prepared in accordance with RAP 7, and 
BT, prepared in accordance with FRSs, are presented side-by-side and as a consolidated group.   

Consistent 
interpretation of 
RAP 7 (2012) is 
key to achieving 
consistency in 
financial reporting. 

Should listed 
REITs comply with 
IFRS or its 
equivalent in the 
future? 

A growing list of 
FRS - RAP 7 
differences – will it 
create additional 
reporting burden 
for REIT sponsors 
and stapled 
security structure? 
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Although ICPAS’ clarification that unit trusts are not prohibited from adopting future changes to 
FRSs may cause diversity in practice, we believe any diversity is likely to be short-term as industry 
practice will eventually develop and the financial reporting practices of unit trusts should fall in line 
with best practices in the same industry.  

December 2012 update 
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