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MALAYSIAN INSTITUTE OF ACCOUNTANTS 
FINANCIAL REPORTING STANDARDS IMPLEMENTATION COMMITTEE 

(“FRSIC”) 
  

FRSIC Issue No. 38 [2011] 
Application of IC Interpretation 15 on Real Estate Development Regulated under the 
Housing Development (Control and Licensing) Act, 1966 

The issue: 

The issue was an offshoot from the project initiated by the FRSIC Property Development Task 

Force. In 2010, the FRSIC agreed that for real estate development regulated under Housing 

Development (Control and Licensing) Act, 1966 (“HDA”), it is a form of sale of goods under FRS 

118 Revenue and not a construction contract under FRS 111 Construction Contracts. 

IFRIC Interpretation 15 Agreements for the Construction of Real Estate provides the following 

guidance when the agreement is an agreement for the sale of goods: 

Paragraph 16 

If the entity is required to provide services together with construction materials in order to perform 

its contractual obligation to deliver the real estate to the buyer, the agreement is an agreement for 

the sale of goods and the criteria for recognition of revenue set out in paragraph 14 of IAS 18 

apply. 

Paragraph 17 

The entity may transfer to the buyer control and the significant risks and rewards of ownership of 

the work in progress in its current state as construction progresses. In this case, if all the criteria in 

paragraph 14 of IAS 18 are met continuously as construction progresses, the entity shall recognise 

revenue by reference to the stage of completion using the percentage of completion method. The 

requirements of IAS 11 are generally applicable to the recognition of revenue and the associated 

expenses for such a transaction. 

Paragraph 18  

The entity may transfer to the buyer control and the significant risks and rewards of ownership of 

the real estate in its entirety at a single time (eg at completion, upon or after delivery). In this case, 

the entity shall recognise revenue only when all the criteria in paragraph 14 of IAS 18 are 

satisfied. 

Paragraph 19 

When the entity is required to perform further work on real estate already delivered to the buyer, it 

shall recognise a liability and an expense in accordance with paragraph 19 of IAS 18. The liability 

shall be measured in accordance with IAS 37. When the entity is required to deliver further goods 

or services that are separately identifiable from the real estate already delivered to the buyer, it 

would have identified the remaining goods or services as a separate component of the sale, in 
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accordance with paragraph 8 of this Interpretation. 

The issue is whether, as far as the HDA is concerned, there is continuous transfer of ownership as 

the construction progresses. 

Current accounting practice as observed by the Submitter: 

Property development companies in Malaysia currently apply FRS 201 Property Development 

Activities where property development revenues and expenses are recognised in the income 

statement when the outcome of a development activity can be estimated reliably. The amount of 

such revenues and expenses is determined by reference to the stage of completion of development 

activity at the balance sheet date (paragraph 34 of FRS 201). 

Reasons for the FRSIC to address the issue: 

If IC Interpretation 15 is adopted in Malaysia, this will affect all property development companies 

in Malaysia where future practice may differ with the current practice i.e. revenue recognition by 

reference to the stage of completion. Therefore, it will have implications on the financial 

statements of these companies in particular, and the Malaysian capital market, in general. 

Submitter’s proposal or recommendation to address the issue: 

FRSIC Consensus will provide guidance on the above matter. 

Submitted on: 

14 February 2011 

Corresponding Guidance: 

At the 24th FRSIC meeting on 14 November 2011, FRSIC decided to hold the issue following the 

outcome of the IFRS Interpretations Committee’s (“IFRIC”) meeting on 3 November 2011. FRSIC 

noted that a related request has been submitted to the IFRIC in July 2011. The IFRIC staff paper 

includes two examples of real estate transactions in two jurisdictions, A and B. 

The said submission was tabled before IFRIC on 3 November 2011. IFRIC agreed that the facts 

are substantially different in jurisdictions A and B. However, although IFRIC generally thought that 

continuous transfer was more likely to occur in the circumstances typical of jurisdiction A than it 

would in jurisdiction B, it thinks that there is a lack of clarity as to how to identify the key factors 

that are required to make that determination. IFRIC agreed to refer the issue to the International 

Accounting Standard Board (“IASB’) once its staff identify which characteristics would be 

persuasive in determining continuous transfer in an arrangement for the construction of real 

estate. 

On 28 May 2014, the IASB issued IFRS 15 Revenue from Contracts with Customers. The 
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Malaysian Accounting Standard Board (“MASB”) then issued the equivalent Malaysian Financial 

Reporting Standard (“MFRS”) on 2 September 2014. Following the issuance of MFRS 15, FRSIC 

has studied its impact on property development and issued FRSIC Consensus 23 Application of  

MFRS 15 "Revenue from Contracts with Customers" on Sale of Residential Properties [To view, click 

on the Consensus title] 
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