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SCOPE OF VISIT

.

e

French Accounting Reform.
Change management.

Presentation of France financial
statements.

Property Plant and Equipment.

Lands and Building.

Government Standard Setting in France.
Overview of France’s Accounting System.
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Approach on Implementation
of Accounting Standards

Information System

Financial Statement
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LESSON LEARNED

French Accounting Reform
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FRANCE PUBLIC SECTOR STRUCTURE

France public sector accounting practices is divided into two (2) broad
categories:

Central Government
(State of France)

* Ministries
* Equity value of participation of entities
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ORGANIZATION OF FRENCH ADMINISTRATION
State Administration |
2 |
E m [ Hospital
S | o . . ’ Administration
iChDPUS Territorial Administration
]
4 REGIONAL
-
council
3 DEPAiTMENTAL
®)
9 General
EEEE |
I MUNICIPAL
I Municipal
I council
i
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CHALLENGES OF THE ACCOUNTING REFORM

=

Cash Basis
Accounting

. Budget Performance
Cash Basis Adoption of the s

Accounting Constitutional Bylaw

Accrual Basis
Accounting

Financial Statement

4 )
Constitutional Bylaw (2001) enhances a new accounting system for

France based on accrual accounting in order to make financial

. information more transparent for the Parliament and the public. y
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Vote of /Firs ¢ Cen tral\ d First Audit A @ h
LOLF* by of the Finalization of
Government
the Accountin accounts by SAP
Parlia- 5 “Cour des implementation
ment Standards comptes
U J
»») 20
4 )
First Dec151on to First
: opening change the account
Preparation balance information complete
sheet system under SAP
\ /) (U AN J (U J

8
*LOLF : The Constitutional bylaw regarding budget procedures.
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BUDGETARY AND ACCOUNTING REFORM
Main Steps

The Constitutional Bylaw
(L.O.L.F) Target : Implementation

01 August 2001 01 January 2006

2\

PREPARATION IMPROVEMENTS

The new budgetary and
accounting system:
Accrual Basis
Accounting

The previous budgetary and accounting system :
Cash Basis // Modified Cash Basis Accounting
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LESSON LEARNED

Approach on Implementation

of Accounting Standards

10
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APPROACHON IMPLEMENTATION OF
ACCOUNTING STANDARDS

Jabatan Akauntan Negara Malaysia

Accounting Standards

Reference:

: 1. French
17 Accounting Chart of

Standards Establish of
Public

Account

. IPSAS

. IASB
Standards

Accounting
Standard
Council
(CNOCP)
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PUBLIC ACCOUNTING STANDARD COUNCIL
(CNOCP)

Established by the Annual Budget Act on 30t Dec 2008.

Supersedes the former Public Accounting Standards Committee which used
to regulate the French Central Accounting Standards.

Three (3) Commissions for:
The Central Government and Government Controlled Organisations.
The Local Authorities and Local Public Agencies
The Social Security Organisations.

Members of the Board and Commissions are:
Members of the National Court of Audit;
Representative of the General Directorate of Public Finance, of the Budget
Directorate, of the main ministries and Government Offices;
Members of public committees; and
Private experts. !
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DUTY OF THE CNOCP

1) Following up the work of the accounting
normalisation committee in order:
i. To improve the Central Government Accounting
Standards.
ii. To reflect practices evolution.

2) 17 standard has been designed and improved.

13
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Standard 1 Financial Statement

Standard 2 Expenses

Standard 3 Sovereign Revenues

Standard 4 Operating Revenues, Interventions Revenues and Financial Revenues
Standard 5 Intangible Assets

Standard 6 Tangible Assets

Standard 7 Financial Assets

Standard 8 Inventories

Standard 9 Claims Related to Current Assets

Standard 10 Central Government Cash Position Components

Standard 11 Financial Debts and Derivative Financial Instruments

Standard 12 Non Financial Liabilities

Standard 13 Commitments to be Disclosed in Notes to the Financial Statements
Standard 14 Accounting Policies, Changes in Accounting Estimates and Errors
Standard 15 Events After the Reporting Date

Standard 16 Segment Reporting

Standard 17 Heritage Assets 14
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PUBLIC ACCOUNTING STANDARD COUNCIL
(CNOCP)

Council
Activities in
2012

15
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TANGIBLE ASSETS

Recognition
Criteria

i. Controlled by Central Government.
ii. Cost or value can be reliably measured.

Threshold

Initial
Measurement

For opening balance, assets are measured at
acquisition cost.
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SPECIFIC MEASUREMENT RULES FOR
CENTRAL GOVERNMENT

| e

Assets with specific measurable service
Road Infrastructures : ;
potential been measured at depreciated

or Prisons
replacement cost.

AKRUAN

Assets with an un-measurable service
Historical potential directly related to their nature
Monuments or symbolic value been measured at a
symbolic or fixed non-revisable amount.
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Central Government inventories
include:

AT COST
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LESSON LEARNED

Information System

19
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HISTORY OF THE STATE FINANCIAL
INFORMATION SYSTEM

AKRUAN

The 80s 2001- 2004 2004 - 2006 2006 - 2010
Development of Towards the Towards State New stakes: build
interministerial rationalisation Financial IT co- an integrated

applications of State financial ordination management tool
provided to information systems for expenditure,
ministries > ACCORD project on-tax rever.lues and
on a scope accounting,
limited to central for the central ?nd
. local State services

- Chorus project
(SAP)

Beginning of the
q Sha;:_mg Of_ : From the end of the 90s, acceleration in three stages of the sharing of
tate Financia State Financial Information Systems
Information
Systems

20
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CHOICE OF AN ERP SYSTEM
. tegrtedsystem

=) Consolidated frameworks (customers, suppliers,

chart of accounts, etc.) =) No duplicates posted, ensuring no time loss

=) Seamless process management (procurement, and improved data consistency

suppliers, etc.) . Certain automatic processes

=) Use predefined management rules to interpret all (e.g. allocations or transfers)

R (L Confidentiality ensured:

=) Implement a standardized workflow among the = . Authorization management
different stakeholders - Chorus access controlled using
strong authentication

=) Data posted is immediately available
to authorized users

mm) Data posted immediately updates accounting and

budget items using predefined and integrated =) Windows interface (portal, buttons, icons,
management rules drop-down menus, etc.)

21
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260 Ministerial applications
2 0

11 contrats
signed

e Target : 80 deleted applications and Slightly fewer
than 100 applications interfaced

» Today : 60 deleted applications and 90

applicatons interfaced
22



CHORUS - SCHEDULE AND PHASES

Start
A Functional version deployed 2012
Accounting ..................................................................................................................................................................................................................................................................................................................... /.
_ ~Accounting
Version 6.1 :
_ -
verSiOn 6 .......................................................................................................................................................................................... ]..a.ﬁ.u‘a.fv .......................................... ]Uhe"'"""""""? ....... Phase V6
2010 2010 ~ -
WEESTON 4 -oosssshreeerereeeernrnemnn ettt et e et ettt ettt s s s e s s e s ettt teneraeaissessesessesessenennnnennenees o o - — - ‘/
Procurement request and procurement card / . :
Expenses without prior authorization Phase v4 Phase V5
Invoicing department / : :
Specific management of non-tax revenues :
Complex property assets and inventory /
SEPA, foreign, overseas payments / -
Special accounts (in part) _]uly October / : &
Forms extended to all :
deployed ministries March 2009 20097/ I Main changes between two versions
Version 3 [ e 2009 ......... ’ ”’a—’— —— — _y deployed
Tests run on forms :
Version RE [t et Yo o IRatg e January - Phasse V3 ‘ start of phase
Property assets department 7/ . : :
"(RE-FX module) 2009 Ph:ase V2-RE Rollout bf RE-FX Number of budget programs
Version 2 R Y ('IEGPE* and for Defenc'eM‘Tistry K[ concerned by phase (if applicable)
FTE management “Phase V2 STGRE™ replaced) and State operators,
Functional modifications 7 ) H . : bvi . .
State procurement (SRM module) 4 (mdUStr.‘aI p||°t) y integrating !m.provements
Non-tax revenues 7, 4 : w
Tangible, intangible 7 :
and financial assets V4
First data centlres : H
@imoduiduly — ~ Dematerialization implemented in Chorus
2008 : : : :
Vieraem il |, Phase V1 N i )
(functional pilot) Implementation of the Chorus data centre (Business Intelligence)
Interface with§ interministerial applicationsf (DGFiP, DB, etc.)
Interface; ith interministerial business applications
IMPLEMENTATION: OF RGPP (Geréleral Revision of Public Policies)
4 pr;og. 9 prog. 3 prog. 29 prog. 9 prog. 133 prog.
New Chorus fore 100 500 1 200 2000 50 10000 1900 10000 1000
users us:ers usefrs iusers us:ers users u;lsers users user;s users
New Approx 1 000 12 000
Chorus 11,000 users users users
Form users : : : : : : : : >
Defence, Budget, All ministries Education, Defence Defence, Home Affairs, All ministries
. . f . . " . DGFIP
Higher Education, Hom_e Affairs, (mclu_dmg DGFiP/DB  and operators Just|c_e, Agriculture,' DGFiP/DB ! (accountants)
Budget Agriculture, DGFiP), Education, Ecology, Culture,
(only at central site) Ecology, Housing, excluding Higher Education, MEN (Education), Organizational scz e
Justice, DGFiP/DB Defence Home Affairs, Agriculture, MESR (Higher Education), g B

* TGPE - State Properties General Table), STGPE - State Properties General Table Server

Ecology, Budget, Economy

Budget, DGFiP/DB
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CHORUS - COST

4

* Forecast of overall cost: €1.1 billion over 10 years
» 5 Years of investment

B i’ » 5 years of operation

* Estimate given by the Inspectorate-General of Finances in 2006
» Consistent with the Court of Auditors' figures

Reality: €997 million over 10 years.

Overall cost Investment Expenses
include:

Operating Expenses

OE are mostly offset by savings
from the streamlining of the State's
financial applications
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CHORUS - CORE USER
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IMPORTANT CONSTRAINTS AND LIMITS

OF AN ERP SYSTEM

ERP is ergonomically designed... but certainly not intuitive.

We should not adapt ERP to our processes; we should adapt
our processes to ERP.

An ERP system generally does not interface well with
external software applications or legacy business tools.




PASUKAN — : f\f'\
PELAKSANAA T AP e i< (
oA oy M
= A\ M

PERAKAUNAN s .
y ' A abi, 2 Jabatan Akauntan Negara Malaysia

AKRUAN

¢ v

BEST PRACTICES FOR IMPLEMENTING ERP

1) Undertake process and organizational reengineering
before or at the start of the project

2) Manage the project by prioritizing the time axis, before
cost or quality

3) Work in mutual agreement

4) And most of all, avoid using any specific development with
\ an ERP like SAP, even when proposed by SAP themselves!

27
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RECOGNITION OF EXPENSES

Debit : Expenses or Fixed Assets Debit : Payable
Credit : Payable Credit : Cash

 Event giving
: rise to the entry.

Invoice + Accountant
Payment order Control / Visa

Process managed by an
Process managed by an ADMINISTRATIVE ACCOUNTANT

PROCESS OF EXPENDITURE

= For all kinds of expenses.

Purchase order Delivery

Recording of Budget expenditures

commitments for

budgetary purpose Budgetary accountirg
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Financial Statement

29
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2012 FINNCIAL STATEMENTS
Balance Sheet

(910)
1,412
299
183 In billions of euro

Net worth represents 45% of GDP in 2012. 30

Net worth

Fixed assets

Financial assets

Other assets

Financial debt

Other liabilities
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EUR Billion 31/12/2011) 31/12/2012 | Change Change
Restated in value in %
TOTAL ASSETS 921 949 28 + 3%
Including:
Tangible assets 453 468 15 + 3%
Financial assets 285 299 14 + 5%
TOTAL LIABILITIES 1,749 1,859 110 + 6%
Including:
Financial debt 1,339 1,412 73 + 5%
Other liabilities 410 447 37 + 9%
- including provision 100 105 5 + 5%
NET FINANCIAL POSITION (828) (910) (82) -10%

31
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THE FRENCH ACCOUNTING REFORM:
CERTIFICATION

O External Audit : An evidence of the improvement of the quality of the central
government account.

AKRUAN

O From 2006, the number of qualifications has been reduced (from 13 qualification
to 7 qualification for the 2012 financial statements).

® Non-Substantial
H Substantial
7 7

2006 2007 2008 2009 2010 2011 2012
Year 32

14 -
12
10

No. of qualification

O N B OO O
|
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Financial Reporting Systems of the
Central Government

Internal Control and Audit Systems
Defence Ministry Assets
Implementing partners’ account
Specific tangible and intangible assets

Recording of interest rate swap
agreements for debt management

Public procedure account managed by
Coface

Section for Centralized Saving Funds
The national road network
Real estate holding

Tax liabilities

Liabilities related to transfer
transaction

Public authorities’ account

: Jabatan Akauntan Negara Malaysia

foxs

Financial Reporting Systems of the
Central Government

Internal Control and Audit Systems
Defence Ministry Assets
Implementing partners’ account
Government revenues from taxes

Specific fixed assets

Coface Public Procedure Account and
Section for Centralized Saving Funds

Liabilities related to transfer
transaction

Real estate holding
Cash account

Contingency Provisions

Other determinations of assets and
liabilities

Substantial

LISTF QUALIFICATION

Financial Reporting Systems of the
Central Government

Internal Control and Audit Systems
Defence Ministry Assets
Implementing partners’ account
Sovereign revenues

Liabilities related to programme
expenditure

Real estate holding

Other assets and liabilities end-of
period reports

Social debt redemption fund
Cash account

Other central government
participations

Public service concessions

Non-substantial

33
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LIST OF QUALIFICATION (continue)
| zovoouaicatin | 2010 Qualifcaon | 2011 Qualfcaion | 2012 Qualication

Financial Reporting Systems
of the Central Government

Internal Control and Audit
Systems

Identification and valuation
of the implementing
partners

Charges and liabilities
related to programme
expenditure

Ministry of Defence assets

Sovereign revenues

Real estate holdings of the
Central Government

Social debt redemption fund
Other fixed assets and

inventories of the civil
ministries.

t Jabatan Akauntan Negara Malaysia
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Financial Reporting Systems
of the Central Government

Internal Control and Audit
Systems

Sovereign revenues

Government agencies and
other financial fixed assets of
the State

Assets of the Ministry of
Defence

Intervention expenditure and
liabilities

The State’s real estate assets

* Repeating issues of qualification.

Financial Reporting Systems
of the Central Government

Internal Control and Audit
Systems

Sovereign revenues

Liabilities related to transfer
transaction and other non
financial liabilities

Assets and liabilities of the
Ministry of Defence

Holding and other financial
fixed assets

The State’s real estate assets

Substantial

Financial Reporting Systems
of the Central Government

Internal Control and Audit
Systems

Sovereign revenues

Assets and liabilities of the
Ministry of Defence

Holding and other financial
fixed assets

The State’s real estate assets

Non-financial liabilities

Non-substantial 34
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QUALIFICATION REPORTS 2012
No| Qualification __JDetail _______________

1. Financial Reporting  +* Insufficient integration of the IT system

System of the Federal » creates risk in the processing of data and limits the
Government ability to assess the integrity of data, completeness and
accuracy of accounting records.
» does not allow an effective audit trail between accrual
accounting application and the application that feed it.

AKRUAN

2. Internal Controland <+ The system of internal accounting and financial control
Audit System is still insufficiently effective to compensate for the
structural weakness of the IT environment.
¢ Lack of effectiveness and efficiency of ministerial
internal control and internal audit.

3. Sovereign Revenue ¢ Uncertainty linked to the imperfect application of the
accounting guidelines applicable to cash flows and
balances.

% Accounting entries and balanced are insufficiently
documented.

35
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4. Defense Ministry ¢ The scope of tangible asset and inventory identification
Assets process is too narrow.

¢ Several categories of assets are excluded from the
inventory records because they are not integrated in the
information system. E.g. assets located oversea, nature of
asset (nuclear, missiles and military satellite).

5. Holding’s and Other < The information provided relating non-controlling

Financial Fixed financial interest is not sufficiently detailed.
Assets

6. The State’s Real ¢ Uncertainty of the identification and valuation of real
Estate Assets estate.

¢ Low quality of data - insufficient quality of the

relationship between physical and accounting inventory.
¢ Lack of regular on site valuation of real estate assets
create uncertainty concerning their book value.

7. Non Financial ¢ Lack of provision for France Government’s liabilities
Liabilities under VAT Offset Fund.

36
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CONCLUSION: KEY DRIVERS

# Bringing the requirement to move to accrual in a
law.

Dedicated team focused on the preparation of the
opening balance.

# Good communication with National Audit Office.

37
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Thank You
For Your Kind Attention

38



