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[Abstract]

[Abstract]

Classification of Assets in Terms of Accrual and

Double-Entry Accounting in the Local Government

Korea has tried to build up an accrual and double-entry
accounting system since 1999 in  order to enhance the
transparency and accountability of government operations.

A list of the current public property is structured by the Local
Finance Act, but the classification of the properties are not
consistent with the classification of assets. This is because the
former is in terms of cash basis, while the latter accrual. Assets
purchased, constructed or donated that meet or exceed the
capitalization thresholds must be uniformly classified.

Considering this problem, the purpose of this study is to
classify and manage local assets in terms of the accrual and
double-entry accounting system.

The situation and problems in the current -classification and
management of local assets are analyzed in Chapter 3, with a
serious look into the current Local Finance Act. Based on the
analytical results, this study makes the following policy

recommendations:
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Capitalization thresholds must be established for assets
that have an estimated useful life of one year or longer,
as well as those that have a value equal to or greater

than 300,000 won.

(2) Current public property 1S composed of goods,

administrative  property, bonds and funds. The goods
should be divided into inventory, equipment, material,
vehicles and  delivery  equipment; the  administrative
property into land and land improvements, buildings and
building Improvements, facilities, infrastructure,
intangible assets, and finally; bonds into guaranty, loan,
and receivable.

Assets should be reported at their historical cost, which
include the vendor's invoice, plus tax, initial installment
cost, modification, attachments necessary to make the
assets usable and render it into service.

In the case of assets acquired through the exchange of
other assets, when it is an exchange of similar assets, a
book value basis should be used for the assets surrendered
or acquired. On the other hand, when it is an exchange of
dissimilar assets, the value of the assets being traded and
the resulting transaction for acquiring the new assets
must be recorded using the fair value of the assets being

traded.
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