The management framework that must surround the accounting process
1. INTRODUCTION
Fixed asset could be defined as an asset that that is not bought with the intention to be sold. It will be used to provide goods and services. Examples include land, buildings, plant and machinery, vehicles and even patents and trademarks [1] .

Accounting for fixed assets includes the following:

Capitalization of Cost : Arriving at Purchase Price after taking into accounts various components and aspects as per Generally Accepted Accounting Principles (GAAP)

Fixed Assets acquisition for Non-Monetary Consideration which includes exchange for other assets or exchange for shares or other securities.

Capitalization cost of improvement and repairs for the existing assets during the estimated life of an fixed asset.

Valuation of Fixed Assets and disclosing in financial statements of a enterprise. Valuation can be either one of the following [2] ;

Historical cost is defined as the book value by GAAP. This is a universally accepted method of valuing fixed assets.

Original cost which is the price the item was purchased at

Replacement cost new or insurance value which is the cost if we were to purchase the item today

Current market value which is the price the buyer will pay for today

Fair market value which is the price an unpressured buyer would pay for

Assessed value which is the basis of taxation
Revaluation of Fixed assets

Retirement and disposals

2. PROBLEM OF THE RESEARCH
Main problems and weakness exist in Fixed Asset Accounting Process among the enterprises or companies. Some like;

There is no single record consolidating all the necessary information about each and every asset.

Ineffective maintenance of Fixed Assets database.

No integration of General Ledger and Asset Management system
3. IMPORTANCE AND OBJECTIVES OF THE RESEARCH:
Importance of concept of a single record for each individual Physical Asset: The problem of having multiple records is that they will have to be reconciled with each other all the time.

Maintenance of Fixed Assets Database: High cost of many assets, as well as the cost of financing them, requires that each business get the best use out of its physical assets in order to be competitive. The advent of inexpensive but powerful computers also provides the means to store the great amounts of information that are necessary to manage physical assets.

Effective Integration: Integrated general ledger and asset management systems will lead to there is a positive control when an invoice is paid with a capital account involved.
LITERATURE REVIEW
Accounting for Fixed Assets contains more than the routine accounting processes. It also has the management framework that must surround the accounting process.

Assets are those things we purchase today that will bring future benefits, but they must be managed effectively to get those future benefits.

Much of our managerial approach to business assets is alarmingly similar: build it, use it, and throw it away. To many, it is even worse than that; we buy it and don’t think about it again until it is worn out or disrupts the production line. To be value-added, accounting information must be simple and understandable, and must provide relevant, timely information to those who make decisions based on it.

Accounting for fixed assets requires all costs in addition to the invoice price to make an item of property, plant, and equipment ready for use should be capitalized in its historical cost.

All costs involved in putting it into a condition ready for use should be included in the asset value. Some of the costs that may be incurred are:

Contract price

Commissions paid

Legal fees and other contract costs

Cost of title guaranty insurance policies

Cost of transferring title

Freight, handling, and storage costs

Sales or use tax and other taxes or fees assessed

Costs of preparation of the space for installation (foundations, special walls, removal of windows)

Use of cranes or other means of installation

Installation charges

Cost of testing and preparation for use

Costs of reconditioning used equipment purchased
BACKGROUND
When a business event occurs that affects the physical assets of the company, it must be recorded in the books of account. This is done by classifying and coding the transaction. Classification of a transaction is defined as The identification of each item and the systematic placement of like items together according to their common feature.

The most important element in successful asset management is a comprehensive single record of all the information necessary about each individual physical asset. This single record becomes a part of the general accounting system. It must be simple to maintain and update in the normal transaction process.

Management needs to know the physical condition and capacity of these physical assets on a periodic basis. When including records of maintenance, it is possible to identify weak assets that should be replaced earlier than would be normal.
CASE STUDY
Emirates Engineering Company LLC (EEC) in UAE actively engaged in the business of fabricating and manufacturing steel structures on a sub-contractor basis. The finished goods are distributed to the dealers across UAE for sale which has a competitive market share in the market for that segment.

EEC poured with orders and they have to meet the deadlines and produce quality output to exist in business. EEC taken a route of systemization of production processes to increase productivity and produce error free outputs. EEC projected their capital assets/machinery/production equipments requirements and source to fund the investment. The plan suggests they have projected huge outlay and invest in many types of production equipment to increase the efficiency, productivity and quality and also maximization of revenue potential.

EEC management also aware of the fact that there current system of managing physical assets is not effective and raised concerns over future huge investments and management of those assets. EEC Management knows that proper accounting for fixed assets is required, otherwise financial statements of the company will be misstated in respect of;

Capitalization of correct cost

Depreciation accounting for each individual asset rather than by a group of assets

Consistency in Method of depreciation adopted, rates of depreciation, estimated useful life of assets etc.,

EEC Management as per projections they expect AED 3 million investments in 200+ different line items of capital assets in next 5 years time. EEC very much clear on funding the capital assets but management is of the view managing the capital assets and accounting is going to be the challenge and not prepared for as of date

EEC management has decided to hire the business consultants who are expertise in the area of providing effective systems or solutions for managing physical asset database and asked them to study the existing systems and EEC requirements/need in next 5 years time and suggest a solution to effectively manage the assets database and also suggest a solution to effectively account for fixed assets.
DATA ANALYSIS AND RESEARCH
Problem / Issue : Ineffective system of accounting for fixed assets.

Research done on why accounting for fixed assets is important and how it can be done systematically and error free.

On analyzing the case details, as a first step EEC has to convert their existing accounting system for fixed assets and this involve the following steps:

1. Review the status of the source documentation and fixed assets subsidiary ledgers;

2. Ensure the fairness or reliability of the basic information necessary for the fixed asset

accounting. Included here is the historical cost, salvage value, depreciation method,

and useful life of the asset;

3. Select the depreciation method and the depreciation rates to be used;

4. Define the cost centers that depreciation expenses are to be charged to;

5. Ensure whether the new main and sub accounts for the fixes assets, depreciation expenses and accumulated depreciation are set up properly, are included in the Chart of Accounts, and are reflected correctly in the subsidiary ledgers;

6. Analyze the information for the fixed assets;

7. Ensure the fairness or correctness of the beginning balance of accumulated depreciation; and define necessary adjustments and record them. If there is high likelihood of calculation errors in the past, the accumulated depreciation for the prior periods can be recalculated and a correct amount for the beginning balance of accumulated depreciation can be established. The adjustment to the beginning balance of accumulated depreciation should be made in the General Journal, and can also be reflected on the sheet for beginning balance adjustments, if it is used.

8. Prepare new subsidiary ledgers for fixed assets. The specific use of fixed assets needs to be reviewed so that fixed assets are identified and classified according to their cost centers and locations (responsibility centers). The correct balances for the beginning balance of accumulated depreciation are indicated in the subsidiary ledgers in order to prepare the ledger for the next accounting period.

9. Estimate the depreciation expenses for the current accounting period. The depreciation expenses are calculated in accordance with IAS and reflected in subsidiary ledgers. The journal entries to record and allocate depreciation expenses are made in the General Journal.

Method of accounting to be adopted for new addition of physical assets will be studied.
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