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Disclaimer:

The MASB's primary role is to develop accounting and financial reporting standards. It is the
MASB's operating policy that generally precludes the MASB or its staff from giving advice to
any individuals or corporations on specific cases and from acting as an arbitrator. Entities
should address matters concerning the application of the accounting standards with their
respective independent accountants, or auditors. The MASB's limited resources also prevent
it from responding to students' individual requests for help in completing their assignments.

The following Staff Paper has been prepared by the MASB staff for general information
purposes only and do not necessarily reflect the Board’s views. The Staff Paper has been
prepared to help constituents understand and respond to COVID-19 financial reporting
implications.

The MASB staff do not accept any responsibility for omission or inadequacy of the contents in
this document or for loss caused to any person who might act or refrain from acting in reliance
on the contents of this document irrespective of the cause of / reason for the loss.

While all efforts are made to accurately and fairly present the Staff Paper, appropriate
responses to the issues will depend on each entity’s respective facts and circumstances. The
Staff Paper should not be taken as a substitute for the full understanding of MFRSs or any
other pronouncements (herein referred as MASB pronouncements) issued by the Board. In
the event of any divergence between this document and the MASB pronouncements, the latter
should be considered as the authoritative version.

Recognition of Revenue Progressively from Sale of Residential Property in accordance
with MFRS 15 Revenue from Contracts with Customers upon enactment of the
COVID-19 Bill 2020

Issue

This Staff Paper considers whether the enactment of the Temporary Measures for
Reducing the Impact of Coronavirus Disease 2019 (COVID-19) Bill 2020 [COVID-19 Bill
2020] might affect the recognition of revenue from the sale of residential property over
time in accordance with paragraph 35(c) of MFRS 15 Revenue from Contracts with
Customers [MFRS 15].

Analysis of the COVID-19 Bill 2020

For revenue from the sale of residential property to be recognised over time, the contract
terms need to meet the criteria in MFRS 15.35, specifically MFRS 15.35(c).
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MFRS 15.35(c) explains that revenue is recognised over time if the entity’s performance
does not create an asset with an alternative use to the entity and the entity has an
enforceable right to payment for performance completed to date.

The COVID-19 Bill 2020, once enacted by the Parliament of Malaysia, will provide
temporary measures to reduce the impact of COVID-19 as well as modify the relevant
provisions in the various applicable Acts including the Housing Development (Control and
Licensing) Act 1966 (HDA).

Section 7 of the COVID-19 Bill 2020 provides that the inability of a party or parties to
perform a contractual obligation arising from any of the categories of contracts specified
in the Schedule to Part Il of the COVID-19 Bill 2020 due to the measures’ to control or
prevent the spread of COVID-19 shall not give rise to the other party or parties exercising
his or their rights under the contract. The sale and purchase agreements executed under
the HDA are not among the list of categories of contract to which Section 7 applies unless
subsequently prescribed by the Minister by way of order published in the Gazette?.
Accordingly, Section 7 of the Covid-19 Bill 2020 is not applicable to sale and purchase
agreements executed under the HDA. Section 7 of the COVID-19 Bill 2020 is also not
applicable to sale and purchase agreements executed under the Housing Developers
(Control and Licensing) Ordinance 1993 (HDO 1993) or The Housing Development
(Control and Licensing) Ordinance 2013 (HDO 2013) which are applicable in Sabah and
Sarawak for the same reason being such sale and purchase agreements are not included
under the categories of contracts specified in the Schedule to Part Il of the COVID-19 Bill
2020.

In accordance with MFRS 15.35(c), an entity recognises revenue over time if the entity’s
performance does not create an asset with an alternative use to the entity and the entity
has an enforceable right to payment for performance completed to date. The various
provisions® under Part XI (Modifications to the HDA which is only applicable to Peninsular
Malaysia and the Federal Territory of Labuan) of the COVID-19 Bill 2020 (Part XI) do not
affect the recognition criteria for revenue over time. Sections 34, 36, 37 and 38 of the
COVID-19 Bill 2020 are either irrelevant or not a consideration for the satisfaction of
recognition criteria of revenue over time under paragraph 35(c) of MFRS 15. Section
35(1) of the COVID-19 Bill 2020 prescribes that, notwithstanding any agreement between
the purchaser and the developer, the period from 18 March 2020 to 31 August 2020 shall
be excluded from the calculation of:

(a) the time for delivery of vacant possession of a housing accommodation; and

" These are the measures prescribed, made or taken under the Prevention and Control of Infectious Diseases Act
1988 [Act 342].

2 Section 8 Power to amend Schedule
3 Section 34 Late payment charges,
Section 35 Delivery of vacant possession and liquidated damages,
Section 36 Defect liability period
Section 37 Saving
Section 38 Modification to section 16N of the Housing Development (Control and Licensing) Act 1966
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(b) the liquidated damages for the failure of the developer to deliver vacant possession
of a housing accommodation.

Section 35(2) allows a developer to apply to the Minister of Law for a further extension of
time to deliver vacant possession of the housing accommodation. The extension of time
neither allows a developer to direct such property for another use nor does it mean that
a developer’s enforceable right to payment is lost. A developer is said to have an
enforceable right to payment for performance if the developer may, subject to it
completing the relevant stage of construction of the relevant property, require the
purchaser to pay the remaining purchase price due and payable as per the terms of the
sale and purchase agreement executed under the HDA.. The COVID-19 Bill 2020 does
not purport to modify or amend the Housing Developers (Control and Licensing)
Ordinance 1993 or The Housing Development (Control and Licensing) Ordinance 2013
and is therefore not applicable to sale and purchase agreements executed thereunder.

Conclusion

The COVID-19 Bill 2020, which modifies provisions in the various applicable Acts,
including the HDA, does not alter or vary the rights and obligations of a developer and
customer in a sale and purchase agreement prescribed under the HDA in a manner which
will affect the developer meeting the recognition criteria in MFRS 15.35(c) and
recognising revenue as development progresses. In addition, the COVID-19) Bill 2020
has no bearing on the sale and purchase agreements executed under the Housing
Developers (Control and Licensing) Ordinance 1993 or The Housing Development
(Control and Licensing) Ordinance 2013.
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