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Section 35 of MPERS set out the requirements on
transition to MPERS, regardless of the financial reporting
framework applied by a preparer previously.

A first-time adopter of MPERS" shall apply MPERS from
the date of transition (“DOT”). Section 35 of MPERS set
out the requirements and one-time exemptions on
transition to MPERS, regardless of the financial reporting
framework applied by a preparer previously.

No retrospective adjustments
(mandatory)

On first-time adoption of MPERS:

e Derecognition of financial assets and financial
liabilities — Financial assets or financial liabilities
derecognised under previous financial reporting
framework before the DOT shall not be recognised
upon adoption of MPERS.

e Hedge accounting - For hedging relationships that no
longer exist at the DOT, do not adjust the hedge
accounting before the DOT.

e Accounting estimate — No retrospective adjustment
of accounting estimate.

e Discontinued operations — No retrospective
adjustment of discontinued operations.

e Non-controlling interest — The allocation of profit or
loss and total comprehensive income between non-
controlling interest and owners of the parent shall be
applied prospectively from the DOT.

e Government grant — For any government loan at a
below-market rate of interest existing at the DOT,
recognise such benefit as a government grant
prospectively.

Optional transitional exemptions

On first-time adoption of MPERS, an entity may apply any
of the following exemptions in preparing its first MPERS
financial statements:

e Business combination — No retrospective adjustment
to business combinations that were effected before
the DOT.

e Share-based payment — No retrospective adjustment
to equity instruments that were granted before the
DOT, or to liabilities arising from share-based
payment transaction that were settled before the
DOT.
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e  Fairvalue as deemed cost — An entity is allowed to
measure an item of PPEZ, IP* or intangible assets on
the DOT at its fair value and use that fair value as its
deemed cost at that date.

e Revaluation as deemed cost — An entity is allowed to
use a previous revaluation of an item of PPE, IP or
intangible assets at/before the DOT as it its deemed
cost at the revaluation date.

e Translation differences — An entity may elect to deem
the cumulative translation differences for all foreign
operations to be zero at the DOT.

e Separate financial statements — If an entity elect to
measure its investment in a subsidiary, associate or
jointly controlled entity at cost on the DOT, it may
use either the fair value or previous carrying amount
on the DOT as its deemed cost.

e Compound financial instruments — Need not split the
liability and equity components of a compound
financial instrument, if the liability component is not
outstanding at the DOT.

e Deferred tax — Apply Section 29 Income Tax
prospectively from the DOT.

e Service concession arrangement — No retrospective
adjustment of service concession arrangements
entered into before the DOT.

e lease — Determine whether an arrangement exiting
at the DOT contains a lease on the basis of facts and
circumstances existing at that date, instead of when
that arrangement was entered into.

e Decommissioning liabilities — May elect to measure
the decommissioning liabilities relating to an item of
PPE at the DOT, instead of on the date when the
obligation initially arose.
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e  Other exemptions include extractive activities
[35.10(j)], operations subject to rate regulation
[35.10(m)] and severe hyperinflation [35.10(n)].

When an exemption is adopted, it must be applied
consistently for all similar transactions or events.

Next ...

In next newsletter of MPERS series, we will discuss about
key differences between MPERS and other financial
reporting framework.

References

1  Malaysian Private Entities Reporting Standard
2 Property, plant and equipment

3 Investment properties

MAZARS Can Help

The multi-disciplinary professional team (accounting, tax
and IT) of Mazars is ready to assist you in the migration
from your existing financial reporting framework to
MPERS. Mazars can assist you in the following areas:

e  Delivery of training on MPERS

e Advice on identification and implication of
differences between the current financial reporting
framework and MPERS

e Advice on tax implication arising from the adoption of
MPERS

e Advice on implementation of MPERS

e Review of accounting policies developed by the
management

e Advice on preparation or review of MPERS financial
statements

Mazars (AF: 001954) is the Malaysia firm of Mazars, an
international, integrated and independent organisation, specialising
in audit, accountancy, tax, legal and advisory services.

The purpose of this newsletter is to keep readers informed of
technical developments, and should not be acted upon without
professional advice. This newsletter shall under no circumstances
be associated, in whole or in part, with an opinion or professional
advice of Mazars. Despite the meticulous care taken in preparing
this newsletter, Mazars shall not be held liable for any errors or
omissions it might contain.
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