
Update on RAP 7 (2012), the recommended accounting 
practices for unit trusts and REITs in Singapore 

The revised Statement of Recommended Accounting Practice (RAP) 7 – Reporting Framework 

for Unit Trusts was issued by ICPAS on 29 June 2012.  This revised RAP 7 (or RAP 7 (2012)) is 

effective for unit trusts, including REITs, with annual reporting periods beginning on or after 30 

June 2012. 

 

In December 2012, ICPAS issued a list of frequently asked questions (FAQ) on RAP 7 (2012).  

This list of FAQ addresses a number of interpretation issues highlighted in our article Revision 

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

published in September 2012. 

  

In this Supplement, we highlight the latest developments on the interpretation of RAP 7 (2012) 

since we first published the September 2012 Supplement.   

 

For a comprehensive discussion on the changes introduced by RAP 7 (2012) and how they 

impact the financial reporting practices of unit trusts and REITS,  you could download our 

updated September 2012 Supplement at 

http://www.kpmg.com/SG/en/IssuesAndInsights/frm/Issue40-Sep2012-Supplement.pdf 
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Subject  Questions Clarifications 

Future changes 

to FRSs 

RAP 7 (2012) 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. 

 

Is RAP 7 (2012) subject to mandatory 

changes resulting from changes in FRSs 

issued by the ASC? 

 

No.  Unit trusts are not required to apply any changes resulting 

from changes in FRSs issued by the ASC until the next re-issue 

of the RAP 7.  However, voluntary application of new/revised 

FRSs is not prohibited. 

Future changes 

to FRSs 

If RAP 7 (2012) is not subject to mandatory 

changes resulting from changes in FRSs 

issued by the ASC, what is the cut-off date 

that determines the list of FRSs that are 

applicable on adoption of RAP 7 (2012)? 

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).    

 

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. 

 

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. 

 

Does the term “financial instruments” 

encompass all financial instruments, 

including all financial assets, financial 

liabilities such as borrowings and 

investments in subsidiaries, associates and 

joint ventures?  

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. 



Subject  Questions Clarifications 

Transaction 

costs on 

purchases and 

sales of financial 

instruments 

 

Should transaction costs be presented 

separately from fair value changes on 

investments and derivatives in the 

statement of total return? 

Yes.  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. 

 

Distribution RAP 7 (2012) requires distributions 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.  

 

When should distributions be accrued 

under RAP 7 (2012)? 

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. 

Generally 

accepted 

accounting 

principles 

What are considered generally accepted 

accounting principles as referred to in RAP 

7 (2012)?  

The term “generally accepted accounting principles” or “GAAP” 

refers to Singapore GAAP which includes FRSs, INT-FRSs and 

RAPs. 

 

Comparative 

information 

RAP 7.17 states, in part, that “As a 

transitional provision, in the first year of 

application, a unit trust need not provide 

comparative information exempted by the 

FRSs ...”. 

 

What comparative information is exempted 

under RAP 7.17? 

In the first year of application, unit trusts need not provide 

comparative information for disclosures under FRS 107 Financial 

Instruments: Disclosures. 
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