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BACKGROUND

New Economic Model Adopting Accrual

Accounting for prudent
/" BUREAUCRATIC

REFORMS
POLICY MEASURES N ”
FOR PUBLIC ey

SECTOR ,
TRANSFORMATION 4 FISCAL

DISCIPLINE AND

fiscal management.

Implement efficient broad-
based tax.

Strengthen expenditure
control.

REFORMS

’ ‘ I Improve fiscal policy

institutions and processes.

" IMPROVING THE

Institute use of non-oil

"~ STRENGTENING [ QUALITY OF HUMAN balance for fiscal policy
NATIONAL POLICY RESOURCES IN CIVIL formulation. )
FORMULATION IN SERVICE

ECONOMIC — —— Introduce value management
GOVERNANCE B | inexpenditure planning to

y get value for money.

Extend transparent procurement
policy and procedures for better
price discovery.
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WHY ACCRUAL ACCOUNTING?

- ¢ Accounting for consumption of resources
Accountability | . improve performance and financial
management of each agenc

e Facilitate revenue management by each

How Can Accrual
Accounting Benefit
the Public Sector in
Malaysia?

* Costing data of output agency
enables more Sustainability | ¢ Promotes intergenerational equity of
. . public policies
effective evaluation of o
i e Completeness of accountability of
alternatives to resources
achieve the outcomes More
— Cost Savings " - ) ’ ’ EfflClent and
_ Better * More effective measure in complimenting Effective
° Informatlon on assets Measure of results framework of OBB )
Qs : . « Better accountability of executive Fiscal
facilitate unlocking of Policies Effect .
& Management
values - Revenue
Generation
L : Organizational | , -
e Assets llstlng prov1de Effgicienc and Compliment results framework of OBB
ncy  Costing of outputs and measured against
a database for Effectiveness e

infrastructure
management leading
to better maintenance

¢ Curbs teeming and lading of expenditure
* Promotes transparency

of assets - Better Integrity e Minimizes year-end shopping

Promote
Greater

e Compatibility with developed economies

Service Delivery
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Migration Path

Accrual
@ Accounting

Accrual accounting
together with Activity
Based Costing will
transform existing
data to information

“To-be” in 2015
* Assets and

ash liabilities are and eventually to
knowledge where
accounted for better informed based
“As-is” Status * Centralized actions can be taken
1 ¢ Assets are not system with

capitalized

* Liabilities are
recorded outside
the accounting

single database
* Fully integrated
with OBB and

Data

system other relevant @

distributed and  Full IPSAS

disparate mpliant on

» IPSAS ce}sh basis of Z(c)crgala £0 @

accounting :

information is not * Costing data on

integrated outputs,
programs and ]
activities
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ASSET MANAGEMENT PROCEDURES
CURRENT METHOD

Asset Receiving

Asset Registration

Asset Utilization, Storage & Inspection
J

Asset Maintenance

J

Asset Disposal
J

Asset Loss And Write-offs

* Treasury Circular 5/2007
* General Circular 1/2009
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FUTURE ASSET MANAGEMENT
2015 - OPENING BALANCE

mySPATA

Immovable
Assets

SPA
Movable Assets

1GEMAS

Creating Asset
Master Data

SPPII/ ICU-PM

Receivable
Assets Under (ABT)

Construction Manual Record
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FUTURE ASSET MANAGEMENT
2015 - ONWARDS

Peroleh
ereroienan mvSPATA

Update New
Purchase Order — Assets &

Delivery Order / P - Maintenance
Y 1GFMAS \nformation
nvoices

Requisition

Asset Master Data
Asset Balances
Asset Transfer
Asset Disposal

—

AP & MM SPA
module A
1GFMAS

Update New
Assets &

Purchase y Placement
Information Information
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DEFINITION OF ASSET

Assets are resources controlled by an entity as a result of past events

and from which future economic benefits or service potential are expected
to flow to the entity

Current and non-current, tangible and intangible, PPE, financial, inventories,
biological

(MPSAS 1)

Property, Plant and Equipment
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INVESTMNET
PROPERTY

INTANGIBLE

\ASSETS

Transitioning to A New Accounting Landscape

AGRICULTURE

.

PROPERTY,
PLANT &
EQUIPMENT

(PPE)
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PPE is tangible asset:

(a) Use for the production, sale of goods, rendering of services
and for adminitrative purposes;

(b) Use for more than one reporting period.

(MPSAS 17)

PROPERTY, PLANT & EQUIPMENT (PPE)

Property, Plant and Equipment 10
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PROPERTY PLANT & EQUIPMENT

e RECOGNITION

o INITIAL MEASUREMENT

o SUBSEQUENT MEASURUEMENT

e DERECOGNITION

Property, Plant and Equipmeht
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PROPERTY PLANT & EQUIPMENT:
RECOGNITION

Threshold: RM2,000 per
item

it is probable that future the cost or fair value of
economic benefits or the item can be

service potential measured reliably
associated with the item

will flow to the entity

Low value asset: shall
be expensed off but
recorded in the assets
register for control
purpose
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PROPERTY PLANT & EQUIPMENT:

INITIAL MEASUREMENT

When acquired

Exchange transaction
Measured at cost

COMPONENT
OF COST

Non-Exchange
Transaction
measured at its fair value
at date of acquisition

Purchase Price + Import
Duty + Handling Cost -
Trade Discount/Rebate

All related cost to bring
the asset to its present
location and condition

e.g. Donation.
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PROPERTY PLANT & EQUIPMENT:
SUBSEQUENT MEASUREMENT

i. CostModel

Accumulated z?ccun_lulated Carrying
mpairment

Depreciation Losses Value

e —

ii. Revaluation Model

Revaluation
Reserve
Cost less

Revalued Accumulated

Amount =t depreciation

and
Impairment

Surplus /

Deficit
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PROPERTY PLANT & EQUIPMENT
SUBSEQUENT EXPENSES

Increased in
future benefits
and service
potential

Repair and
maintenance (e.g.
labor cost and

To be To be
Expensed capitalized

Increased in
useful life

lii. Replacement of
major
component

consumables)

Property, Plant and Equipmehi
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ASSET UNDER CONSTRUCTION

y

@ * An asset under construction (‘AUC’) is an asset an entity is

currently ‘constructing’, which is not yet being used for its
final intended purpose

* The cost of an AUC is determined using the same cost
@ measurement principles as above. AUC are not depreciated
during the period of construction.

@ When the asset is ready for use, the AUC will need to be

reclassified to its appropriate category of property, plant and
equipment and commence depreciation.

Property, Plant and Equipment 16
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DEPRECIATION

@ Depreciation is charged on a straight-line basis at rates
calculated to allocate the cost of an item of property, plant and
equipment measured at cost less any estimated residual value,
over its remaining useful life.

@ Freehold

No depreciation

Land
Leasehold Depreciation -
Land amortized over the

lease period

@ The depreciation charge for the period is recognized in surplus
or deficit.

Property, Plant and Equipment 17
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PROPERTY PLANT & EQUIPMENT:

DERECOGNITION

OCCURS
WHEN:

gains or losses recognized in the
arising from sale statement of financial

or write off performance

Transitioning to A New Accounting Landscape

18
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CRITICAL SUCCESS FACTORS

ORGANISATION MPSAS
ADOPTION
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THANK YOU

20



