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STATEMENT BY THE COMMISSION  MEMBERS
of the Malaysian Communications and Multimedia Commission

We, Dato’ Dr. Fadhlullah Suhaimi bin Abdul Malek and Datuk Seri Tajuddin Atan, being two of the Commission 
Members of the Malaysian Communications and Multimedia Commission, do hereby state that in the 
opinion of the Commission Members, the financial statements set out on pages 46 to 64 are drawn up in 
accordance with Malaysian Financial Reporting Standards and International Financial Reporting Standards 
so as to give a true and fair view of the financial position of the Fund as of 31 December 2021 and of its income 
and expenditure and cash flows for the financial year then ended.

Signed in accordance with a resolution by the Commission Members of the Malaysian Communications and 
Multimedia Commission:

Dato’ Dr. Fadhlullah Suhaimi bin Abdul Malek

Datuk Seri Tajuddin Atan

Cyberjaya, Selangor
7 April 2022
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STATUTORY DECLARATION

I, Nor Fadhilah Mohd Ali, the officer primarily responsible for the financial management of Universal Service 
Provision Fund, do solemnly and sincerely declare that the financial statements set out on pages 46 to 64 
are, to the best of my knowledge and belief, correct and I make this solemn declaration conscientiously 
believing the same to be true, and by virtue of the provisions of the Statutory Declarations Act, 1960.

Subscribed and solemnly declared by the above named at Putrajaya, Wilayah Persekutuan on 7 April 2022.

Nor Fadhilah Mohd Ali

Before me

Nor Fadhilah Mohd Ali

Before me
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Report on the audit of the financial statements

Opinion

We have audited the financial statements of Universal Service Provision Fund (“the Fund”), which comprise 
the statement of financial position as at 31 December 2021 of the Fund, and statement of income and 
expenditure and recognised gains and losses and statement of cash flows of the Fund for the year then 
ended, and notes to the financial statements, including a summary of significant accounting policies, as set 
out on pages 46 to 64.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of 
the Fund as at 31 December 2021, and of its financial performance and cash flows for the year then ended 
in accordance with the Malaysian Financial Reporting Standards and International Financial Reporting 
Standards.

Basis of opinion

We conducted our audit in accordance with approved standards on auditing in Malaysia and International 
Standards on Auditing. Our responsibilities under those standards are further described in the Auditors’ 
responsibilities for the audit of the financial statements section of our report. We believe that the audit 
evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Independence and other ethical responsibilities

We are independent of the Fund in accordance with the By-Laws (on Professional Ethics, Conduct and 
Practice) of the Malaysian Institute of Accountants (“By-Laws”) and the International Ethics Standards Board 
for Accountants’ Code of Ethics for Professional Accountants (“IESBA Code”), and we have fulfilled our other 
ethical responsibilities in accordance with the By-Laws and the IESBA Code.

Information other than the financial statements and auditors’ report thereon

The Commission Members of the Malaysian Communications and Multimedia Commission (“the 
Commission”) is responsible for the other information. The other information comprises the annual report, 
but does not include the financial statements of the Fund and our auditors’ report thereon. We expect the 
annual report to be made available to us after the date of the auditors’ report.

Our opinion on the financial statements of the Fund does not cover the other information and we do not 
express any form of assurance conclusion thereon.

In connection with our audit of the financial statements of the Fund, our responsibility is to read the other 
information and, in doing so, consider whether the other information is materially inconsistent with the 
financial statements of the Fund or our knowledge obtained in the audit or otherwise appears to be materially 
misstated.

When we read the annual report, if we conclude that there is a material misstatement therein, we are required 
to communicate the matter to the Commission and take appropriate action.

Responsibilities of the Commission for the financial statements

The Commission Members are responsible for the preparation of financial statements of the Fund that 
give a true and fair view in accordance with the Malaysian Financial Reporting Standards and International 
Financial Reporting Standards. The Commission Members are also responsible for such internal control as 
the Commission Members determine is necessary to enable the preparation of financial statements of the 
Fund that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements of the Fund, the Commission Members are responsible for assessing 
the Fund’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern 
and using the going concern basis of accounting unless the Commission either intend to liquidate the Fund 
or to cease operations, or have no realistic alternative but to do so.

INDEPENDENT AUDITORS’ REPORT
to the Commission Members of Malaysian Communications and Multimedia Commission
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Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements of the Fund 
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’ 
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee 
that an audit conducted in accordance with approved standards on auditing in Malaysia and International 
Standards on Auditing will always detect a material misstatement when it exists. Misstatements can arise 
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably 
be expected to influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with approved standards on auditing in Malaysia and International 
Standards on Auditing, we exercise professional judgement and maintain professional scepticism throughout 
the audit. We also:

• Identify and assess the risks of material misstatement of the financial statements of the Fund, whether 
due to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit 
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting 
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may 
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

• Obtain an understanding of internal control relevant to the audit in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the Fund’s internal control.

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by the Commission.

• Conclude on the appropriateness of the Commission’s use of the going concern basis of accounting 
and, based on the audit evidence obtained, whether a material uncertainty exists related to events or 
conditions that may cast significant doubt on the Fund’s ability to continue as a going concern. If we 
conclude that a material uncertainty exists, we are required to draw attention in our auditors’ report to 
the related disclosures in the financial statements of the Fund or, if such disclosures are inadequate, 
to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our 
auditors’ report. However, future events or conditions may cause the Fund to cease to continue as a 
going concern.

• Evaluate the overall presentation, structure and content of the financial statements of the Fund, including 
the disclosures, and whether the financial statements of the Fund represent the underlying transactions 
and events in a manner that achieves fair presentation.

We communicate with the Commission regarding, among other matters, the planned scope and timing 
of the audit and significant audit findings, including any significant deficiencies in internal control that we 
identify during our audit.

Other matters

This report is made solely to the Commission, as a body, in accordance with Regulation 36(2) of the 
Communications and Multimedia (Universal Service Provision) Regulations 2002 in Malaysia and for no other 
purpose. We do not assume responsibility to any other person for the content of this report.

Ernst & Young PLT Ong Chee Wai
202006000003 (LLP0022760-LCA) & AF 0039 No. 02857/07/2022 J
Chartered Accountants Chartered Accountant

Kuala Lumpur, Malaysia
7 April 2022

Ernst & Young PLT
202006000003 (LLP0022760-LCA) & AF 0039

Ong Chee Wai
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The accompanying notes form an integral part of the financial statements.

2021 2020

Note RM’000 RM’000

Assets

Non-current asset
Deferred tax asset 3 2,617 3,540

Current assets

Other investments 4 10,041,357 9,433,971
Contributions and other receivables 5 752,689 784,360
Cash and cash equivalents 6 85,365 471,257

10,879,411 10,689,588

Total assets 10,882,028 10,693,128

Current liabilities
Other payables 7 229,901 488,124
Tax payable 4,698 117,527

234,599 605,651

Represented by:
Accumulated funds 8 10,647,429 10,087,477

Total liabilities and accumulated funds 10,882,028 10,693,128

STATEMENT OF FINANCIAL POSITION
As at 31 December 2021
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STATEMENT OF INCOME AND EXPENDITURE AND 
RECOGNISED GAINS AND LOSSES
For the year ended 31 December 2021

The accompanying notes form an integral part of the financial statements.

2021 2020

Note RM’000 RM’000

Income

Contributions 10 1,477,646 1,520,256

Interest income 219,898 298,255

Other income - 9,113

Reversal of allowance for expected credit loss 5 3,075 329

1,700,619 1,827,953

Expenditure

Claims by USP service providers 11 (870,358) (877,409)

Allowance for expected credit loss 5 - (510)

Other expenses (2) (2)

(870,360) (877,921)

Surplus before tax 830,259 950,032

Tax expense 12 (270,307) (267,207)

Surplus after tax, representing total recognised gains 559,952 682,825
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The accompanying notes form an integral part of the financial statements.

2021 2020

Note RM’000 RM’000

Cash flows from operating activities

Surplus before tax 830,259 950,032

Adjustments for:

Reversal of allowance for expected credit loss (3,075) (329)

Allowance for expected credit loss - 510

Interest income (219,898) (298,255)

Operating surplus before changes in working capital 607,286 651,958

Changes in working capital:

Contributions and other receivables 34,746 854,587

Other payables (258,223) (707,733)

Cash generated from operations 383,809 798,812

Tax paid (382,213) (184,957)

Net cash generated from operating activities 1,596 613,855

Cash flows from investing activities

Interest received 252,512 324,063

Placement in other investments (640,000) (1,000,102)

Net cash used in investing activities (387,488) (676,039)

Net decrease in cash and cash equivalents (385,892) (62,184)

Cash and cash equivalents at 1 January 471,257 533,441

Cash and cash equivalents at 31 December 6 85,365 471,257

STATEMENT OF CASH FLOWS
For the year ended 31 December 2021
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2021

1. CORPORATE INFORMATION

The principal activities of the Universal Service Provision Fund (“the Fund”) are to promote the 
widespread availability and usage of network services and/or application services throughout Malaysia 
by encouraging the installation of network  facilities and the provision for network service and/or 
applications services in underserved areas or for underserved groups within the community.

The Fund was established under Section 204 of the Communications and Multimedia Act 1998 and is 
regulated by the Communications and Multimedia  (Universal  Service Provision) Regulations 2002 (“USP 
Regulations”). The Fund commenced its operations in September 2002. The Fund is managed by the 
Commission Members and other key management personnel of the Malaysian Communications and 
Multimedia Commission (“the Commission “) in accordance to the aforesaid regulations.

The address of the principal place of business is as follows:

Malaysian Communications and Multimedia Commission
MCMC Tower 1, Jalan Impact, Cyber 6
63000 Cyberjaya
Selangor Darul Ehsan

These financial statements were authorised for issue by the Commission Members on 7 April 2022.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

2.1 Basis of preparation

The financial statements of the Fund have been prepared in accordance with Malaysian Financial 
Reporting Standards (“MFRSs”). The financial statements also comply with the International Financial 
Reporting Standards as issued by the International Accounting Standards Board.

The financial statements have been prepared on the historical cost basis except as disclosed in the 
accounting policies below. The financial statements are presented in Ringgit Malaysia (“RM”) and 
all values are rounded to the nearest thousand (“RM’000”) except when otherwise indicated.

2.2 Changes in accounting policies

On 1 January 2021, the Fund adopted the following new and amended  MFRSs mandatory for annual 
financial periods beginning on or after the dates stated below:

  Effective for annual
Description periods beginning on or after

Interest Rate Benchmark Reform - Phase 2 (Amendments to
  MFRS 9, MFRS 139 and MFRS 7) 1 January 2021

The adoption of the standards above have no material impact on the financial statements in the 
period of initial application.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTD.)

2.3 Standards issued but not yet effective

The standards that are issued but not yet effective up to the date of issuance of the Fund’s financial 
statements are disclosed below. The Fund intends to adopt these standards, if applicable, when 
they become effective.

  Effective for annual
Description periods beginning on or after

Amendments to Annual Improvements to MFRS Standards 2018-2020 1 January 2022
MFRS 9 Financial Instruments - Fees in the ‘10 per cent’ test 
  for derecognition of financial liabilities 1 January 2022
Onerous Contracts-Cost of Fullling a Contract (Amendments to 
  MFRS 137 Provisions, Contingent Liabilities and Contingent Assets) 1 January 2022
Classification of Liabilities as Current or Non-current 
  (Amendments to MFRS 101 Presentation of Financial Statements) 1 January 2023
Definition of Accounting Estimates - Amendments to MFRS 108 1 January 2023 
Disclosure of Accounting Policies - Amendments to MFRS 101 and 
  MFRS Practice Statement 2 1 January 2023
Deferred Tax related to Assets and Liabilities arising 
  from a Single Transaction - Amendments to MFRS 112 1 January 2023

The Commission expects that the adoption of the above standards will have no material impact on 
the financial statements in the period of initial application.

2.4 Income taxes

(a) Current income tax

Current tax assets and liabilities are measured at the amounts expected to be recovered from 
or paid to the tax authorities. The tax rates and tax laws used to compute the amounts are 
those that are enacted or substantively enacted, at the reporting date in the countries where 
the Fund operates and generates taxable income.

Current taxes are recognised in profit or loss except to the extent that the tax relates to items 
recognised outside profit or loss, either in other comprehensive income or directly in equity.

(b) Deferred tax

Deferred tax is provided using the liability method on temporary differences at the reporting 
date between the tax bases of assets and liabilities and their carrying amounts for financial 
reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary differences, except:

- where the deferred tax liability arises from the initial recognition of goodwill or of an asset 
or liability in a transaction that is not a business combination and, at the time of the 
transaction, affects neither the accounting profit nor taxable profit or loss; and

- in respect of taxable temporary differences associated with investments in subsidiaries, 
associates  and interests in joint controlled entities, where the timing of the reversal of the 
temporary differences can be controlled and it is probable that the temporary differences 
will not reverse in the foreseeable future.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTD.)

2.4 Income taxes (contd.)

(b) Deferred tax (contd.)

Deferred tax assets are recognised for all deductible temporary differences, carry forward of 
unused tax credits and unused tax losses, to the extent that it is probable that taxable profit 
will be available against which the deductible temporary differences, and the carry forward of 
unused tax credits and unused tax losses can be utilised except:

- where the deferred tax asset relating to the deductible temporary difference arises from the 
initial recognition of an asset or liability in a transaction that is not a business combination 
and, at the time of the transaction, affects neither the accounting profit nor taxable profit 
or loss; and

- in respect of deductible temporary differences associated with investments in subsidiaries,  
associates  and  interests  in  joint  ventures,  deferred  tax assets are recognised only to 
the extent that it is probable that the temporary differences will reverse in the foreseeable 
future and taxable profit will be available against which the temporary differences can be 
utilised.

The carrying amounts of deferred tax assets is reviewed at each reporting date and reduced to 
the extent that it is no longer probable that sufficient taxable profit will be available to allow all 
or part of the deferred tax asset to be utilised. Unrecognised deferred tax assets are reassessed 
at each reporting date and are recognised to the extent that it has become probable that 
future taxable profit will allow the deferred tax assets to be utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to 
the year when the asset is realised or the liability is settled, based on tax rates and tax laws that 
have been enacted or substantively enacted at the reporting date.

Deferred tax relating to items recognised outside profit or loss is recognised outside profit or 
loss. Deferred tax items are recognised in correlation to the underlying transaction either in 
other comprehensive income or directly in equity and deferred tax arising from a business 
combination is adjusted against goodwill on acquisition.

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to 
set off current tax assets against current tax liabilities and the deferred taxes relate to the same 
taxable entity and the same tax authority.

2.5 Recognition of income

(a) Contributions from licensees

Contributions are recognised on the accrual basis on the licensees’ annual Return of Net 
Revenue (“RONR”) stated at 6% on weighted net revenue of the prior calendar year. Licensees 
whose net revenue is below RM2 million in the previous calendar year are not required to 
contribute.

Potential contributions from licensees who did not submit their annual RONR are recognised 
based on preceding year’s RONR. If either of these is not available, revenue is not recognised 
due to the material uncertainty relating to the amount of contributions payable by the said 
licensees.

(b) Interest income

Interest income is recognised as it accrues using the effective interest method in the statement 
of income and expenditure.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTD.)

2.6 Claims by service providers

Claims are recognised as liabilities when the Fund has a present obligation as a result of a past 
event and it is probable that an outflow of resources embodying economic benefits will be required 
to settle the obligation, and a reliable estimate of the amount can be made.

A present obligation arises when a complete set of claims documentation is received and the 
progress of the projects has  been verified by the Commission. Claims are reviewed at each 
reporting date and adjusted to reflect the current best estimate.

2.7 Financial assets 

Initial recognition

Financial assets are classified, at initial recognition, as subsequently measured at amortised cost, 
fair value through other comprehensive income (“OCI”) or fair value through profit or loss.

The classification of financial assets at initial recognition depends on the financial asset’s contractual 
cash flow characteristics and the Fund’s business model for managing them. With the exception 
of contributions receivables that do not contain a significant financing component or for which the 
Fund has applied the practical expedient, the Fund initially measures a financial asset at its fair 
value plus, in the case of a financial asset not at fair value through profit or loss, directly attributable 
transaction costs. Contributions receivables that do not contain a significant financing component 
or for which the Fund has applied the practical expedient are measured at the transaction price 
determined under MFRS 15. Please refer to the accounting policies stated in Note 2.5(a).

Purchases or sales of financial assets that require delivery of assets within a time frame established 
by regulation or convention in the market place (regular way trades) are recognised on the trade 
date, i.e., the date that the Fund commits to purchase or sell the asset.

In order for a financial asset to be classified and measured at amortised cost or fair value through 
OCI, it needs to give rise to cash flows that are ‘solely payments of principal and interest (“SPPI”)’ on 
the principal amount outstanding. This assessment is referred to as the SPPI test and is performed 
at the instrument level.

The Fund’s business model for managing financial assets refers to how it manages its financial 
assets in order to generate cash flows. The business model determines whether cash flows will 
result from collecting contractual cash flows, selling the financial assets, or both.

Subsequent measurement

For purposes of subsequent measurement, financial assets are classified in four categories:

(i) Financial assets at amortised cost (debt instrument);
(ii) Financial assets at fair value through OCI with recycling of cumulative gains and losses (debt 

instruments);
(iii) Financial assets designated at fair value through OCI with no recycling of cumulative gains and 

losses upon derecognition (equity instruments); or
(iv) Financial assets at fair value through profit or loss.

The Fund categorises its financial assets based on the following:

(i) Financial assets at amortised cost

The Fund measures financial assets at amortised cost if both of the following conditions are met:

(i) The financial asset is held within a business model with the objective to hold financial 
assets in order to collect contractual cash flows; and

(ii) The contractual terms of the financial asset give rise on specified dates to cash flows that 
are solely payments of principal and interest on the principal amount outstanding.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTD.)

2.7 Financial assets (contd.)

Subsequent measurement (contd.)

(i) Financial assets at amortised cost (contd.)

Financial assets at amortised cost are subsequently measured using the effective interest rate 
(“EIR”) method and are subject to impairment. Gains and losses are recognised in profit or loss 
when the asset is derecognised, modified or impaired.

The Fund’s contributions and other receivables are categorised as financial assets at amortised 
cost.

(ii) Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets held for trading, 
financial assets designated upon initial recognition at fair value through profit or loss, or 
financial assets mandatorily required to be measured at fair value. Financial assets are 
classified as held for trading if they are acquired for the purpose of selling or repurchasing 
in the near term. Financial assets with cash flows that are not solely payments of principal 
and interest are classified and measured at fair value through profit or loss, irrespective of the 
business model. Notwithstanding the criteria for debt instruments to be classified at amortised 
cost or at fair value through OCI, as described above, debt instruments may be designated 
at fair value through profit or loss on initial recognition if doing so eliminates, or significantly 
reduces, an accounting mismatch.

The Fund’s other investments are categorised as financial assets at fair value through profit or 
loss.

Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar 
financial assets) is primarily derecognised (i.e., removed from the Fund’s statement of financial 
position) when:

(i) The rights to receive cash flows from the asset have expired; or
(ii) The Fund has transferred its rights to receive cash flows from the asset or has assumed an 

obligation to pay the received cash flows in full without material delay to a third party under a 
‘pass-through’ arrangement; and either (a) the Fund has transferred substantially all the risks 
and rewards of the asset, or (b) the Fund has neither transferred nor retained substantially all 
the risks and rewards of the asset, but has transferred control of the asset.

When the Fund has transferred its rights to receive cash flows from an asset or has entered into a 
pass-through arrangement, it evaluates if, and to what extent, it has retained the risks and rewards 
of ownership. When it has neither transferred nor retained substantially all of the risks and rewards of 
the asset, nor transferred control of the asset, the Fund continues to recognise the transferred asset 
to the extent of its continuing involvement. In that case, the Fund also recognises an associated 
liability. The transferred asset and the associated liability are measured on a basis  that reflects the 
rights and obligations that the Fund has retained.

2.8 Financial liabilities

Initial recognition

Financial liabilities are classified according to the substance of the contractual arrangements 
entered into and the definitions of a financial liability.

Financial liabilities are recognised in the  statement  of financial position when, and only when, the 
Fund becomes a party to the contractual provisions of the financial instrument. The Fund’s financial 
liabilities are classified as subsequently measured at amortised cost. The Fund has not designated 
any financial liabilities as at fair value through profit or loss.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTD.)

2.8 Financial liabilities (contd.)

Subsequent measurement

Other payables are recognised initially at fair value plus directly attributable transaction costs and 
subsequently measured at amortised cost using the effective interest rate method.

Derecognition 

A financial liability is derecognised when the obligation under the liability is extinguished. When an 
existing financial liability is replaced by another from the same lender on substantially different terms, 
or the terms of an existing liability are substantially modified, such an exchange or modification is  
treated  as  a derecognition of the original liability and the recognition of a new liability, and the 
difference in the respective carrying amounts is recognised in profit or loss.

2.9 Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, balances  and deposits with banks and are 
measured as financial assets at amortised cost in accordance with policy Note 2.7.

2.10 Impairment of financial assets

The Fund recognises an allowance for expected credit loss (“ECL”) for all debt instruments not held 
at fair value through profit or loss. ECL is based on the difference between the contractual cash 
flows due in accordance  with the contract and all the cash flows that the Fund expects to receive.

ECL is recognised in two stages. For credit exposures for which there has not been a significant 
increase in credit risk since initial recognition, ECL is provided for credit losses that result from default 
events that are possible within the next 12-months (a 12-month ECL). For those credit exposures for 
which there has been a significant increase in credit risk since initial recognition, a loss allowance is 
required for credit losses expected over the remaining life of the exposure, irrespective of the timing 
of the default (a lifetime ECL).

For contributions receivables, the Fund applies a simplified approach in calculating ECL. Therefore, 
the Fund does not track changes in credit risk,  but  instead recognises a loss allowance based on 
lifetime ECL at each reporting date. The Fund has established a provision matrix that is based on its 
historical  credit  loss experience, adjusted for forward-looking factors specific to the debtors and 
the economic.

A financial asset is written off when there is no reasonable expectation of recovering the contractual 
cash flows.

2.11 Fair value measurement

Fair value of an asset or a liability is determined as the price that would be received to sell an 
asset or paid to transfer a liability in an orderly transaction between market participants at the 
measurement date. The measurement assumes that the transaction to sell the asset or transfer 
the liability takes place either in the principal market or in the absence of a principal market, in the 
most advantageous market.

For non-financial asset, the fair value measurement takes into account a market participant’s 
ability to generate economic benefits by using the asset in its highest and best use or by selling it to 
another market participant that would use the asset in its highest and best use.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTD.)

2.11 Fair value measurement (contd.)

When measuring the fair value of an asset or a liability, the Commission uses observable market 
data as far as possible. Fair value is categorised into different levels in a fair value hierarchy based 
on the input used in the valuation technique as follows:

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities that the Fund 
can access at the measurement date.

Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or 
liability, either directly or indirectly.

Level 3: Unobservable inputs for the asset or liability.

The Fund recognises transfers between levels of the fair value hierarchy as at the date of the event 
or change in circumstances that caused the transfers.

2.12 Current and non-current classification

The Fund presents assets and liabilities in statements of financial position based on current and 
non-current classification.

An asset is classified as current when it is:

- expected to be realised or intended to be sold or consumed in normal operating cycle;
- held primarily for the purpose of trading;
- expected to be realised within 12 months after the reporting period; or
- cash and cash equivalents unless restricted from being exchanged or used to settle a liability 

for at least 12 months after the reporting period.

All other assets are classified as non-current.

A liability is classified as current when:

- it is expected to be settled in normal operating cycle; 
- it is held primarily for the purpose of trading;
- it is due to be settled within 12 months after the reporting period; or
- there is no unconditional right to defer the settlement of the liability for at least 12 months after 

the reporting period.

All other liabilities are classified as non-current.

Deferred tax assets and liabilities are classified as non-current assets and liabilities, respectively.

2.13 Significant accounting judgements and estimates

The preparation of the Fund’s financial statements requires the Commission to make judgements, 
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and 
liabilities at the reporting date. However, uncertainty about these assumptions and estimates could 
result in outcomes that could require a material adjustment to the carrying amount of the asset or 
liability affected in the future.

(a) Critical judgements made in applying accounting policies

There were no critical judgements made in applying the accounting policies of the Fund which 
may have significant effects on the amounts recognised in the financial statements.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTD.)

2.13 Significant accounting judgements and estimates (contd.)

(b) Key sources of estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at 
the reporting date, that have a significant risk of causing a material adjustment to the carrying 
amounts of assets and liabilities within the next financial year are discussed below:

(i) Income taxes

Significant estimation is involved in determining the provision for income taxes. There 
are certain transactions and computations for which the ultimate tax determination 
is uncertain during the ordinary course of business. The Fund recognises liabilities for 
expected tax issues based on estimates of whether additional taxes will be due. Where 
the final tax outcome of these matters is different from the amounts that were initially 
recognised, such differences will impact the income tax and deferred tax provisions in the 
period in which such determination is made.

(ii) Deferred taxation

Deferred tax assets are recognised for all deductible temporary differences to the extent 
that it is probable that taxable profit will be available against which the deductible 
temporary differences can be utilised. Significant management judgement is required to 
determine the amount of deferred tax assets that can be recognised, based upon the 
likely timing and level of future taxable profits together with future tax planning strategies. 
Further details are disclosed in Note 3.

(iii) Provision for ECL for contributions receivables

The Fund uses a provision matrix to calculate ECL for contributions receivables. The 
provision rates are based on days past due for groupings of various licensee segments 
that have similar loss patterns.

The provision matrix is initially based on the Fund’s historical observed default rates. The 
Fund will calibrate the matrix to adjust the historical credit loss experience with forward-
looking information. For instance, if forecast economic conditions are expected to 
deteriorate over the next year which can lead to an increased number of defaults, the 
historical default rates are adjusted. At every reporting date, the historical observed default 
rates are updated and changes in the forward-looking estimates are analysed.

The assessment of the correlation between historical observed default rates, forecast 
economic conditions and ECL is a significant estimate. The amounts of ECL are sensitive 
to changes in circumstances and of forecast economic conditions. The Fund’s historical 
credit loss experience and forecast of economic conditions may also not be representative 
of customer’s actual default in the future.

However, the Fund concluded that customers’ ECL does not have high correlation with 
forecast economic factors.

The information about the ECL on the Fund’s contributions receivables is disclosed in
Note 5.



57CHAPTER 6 •  FINANCIAL STATEMENTS

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTD.)

2.13 Significant accounting judgements and estimates (contd.)

(b) Key sources of estimation uncertainty (contd.)

(iv) Unbilled receivables

Unbilled receivables primarily relate to rights to consideration for contributions to be made 
by licensees but have yet to be notified at the reporting date. The rights to consideration 
for contributions are based on the USP Regulations, where the Fund has a right to estimate 
the contribution for a particular calendar year based on the information that is available 
and the decision of the Fund shall be final if the RONR and related documentations are not 
submitted within the stipulated deadline.

Contributions are recognised on an accrual basis on the licensees’ annual RONR stated 
at 6% on weighted net revenue of the prior calendar year. As such, the amount of unbilled 
receivables will be based on the latest RONR reports received from the licensees.

3. DEFERRED TAX ASSET

2021
RM’000

2020
RM’000

At beginning of year 3,540 3,489

Recognised in income statement (Note 12) (923) 51

At end of year 2,617 3,540

Deferred tax assets arose solely from temporary differences from allowance for ECL of contributions and 
other receivables.

4. OTHER INVESTMENTS

2021
RM’000

2020
RM’000

These comprise term deposits with:

- licensed banks 10,041,357 9,433,971

Short term deposits with licensed banks are made with maturities ranging from 3 to 12 months (2020: 3 
to 12 months). The deposits bore weighted average interest rate of 2.23% (2020: 2.62%).
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5. CONTRIBUTIONS AND OTHER RECEIVABLES

2021
RM’000

2020
RM’000

Contributions receivables 738,656 789,435

Less: allowance for ECL (Note b) (12,070) (15,145)

726,586 774,290

Unbilled receivables (Note a) 26,103 10,070

Total contribution and other receivables 752,689 784,360

Add: Cash and cash equivalents (Note 6) 85,355 471,257

Total financial assets at amortised cost 838,044 1,255,617  

(a) Unbilled receivables

Unbilled receivables primarily relate to rights to consideration for contributions to be made by 
licensees but have yet to be notified at the reporting date.

(b) Provision for ECL

2021
RM’000

2020
RM’000

At 1 January 15,145 14,964

Additions during the year - 510

Reversal during the year (3,075) (329)

At 31 December 12,070 15,145 

An impairment analysis is performed at each reporting date using a provision matrix to measure 
ECL. The provision rates are based on days past due for groupings of various licensee segments 
with similar loss patterns. The calculation reflects the probability-weighted outcome, the time value 
of money and reasonable and supportable information that is available at the reporting date about 
past events, current conditions and forecasts of future economic conditions. Generally, receivables 
are provided for if past due for more than one year and are not subject to enforcement activity.
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5. CONTRIBUTIONS AND OTHER RECEIVABLES (CONTD.)

(b) Provision for ECL (contd.)

Set out below is the information of the credit risk exposure on the Fund’s receivables using a provision 
matrix:

31 December 2021

Average 
ECL rate

Gross 
carrying
amount

Provision 
for ECL

% RM’000 RM’000

1 to 30 days 1% 23,088 327

31 to 60 days 0.1% 168,949 114

61 to 90 days 0.3% 306,269 937

91 to 120 days 4% 5,954 223

121 to 365 days 0.5% 224,963 1,036

More than 365 days 100% 9,433 9,433

738,656 12,070

31 December 2020

Average 
ECL rate

Gross 
carrying
amount

Provision 
for ECL

% RM’000 RM’000

1 to 30 days 4% 24,922 885

31 to 60 days 0.5% 174,292 822

61 to 90 days 1% 213,105 1,359

91 to 120 days 1% 348,272 2,030

121 to 365 days 5% 19,705 910

More than 365 days 100% 9,139 9,139

789,435 15,145
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6. CASH AND CASH EQUIVALENTS

2021
RM’000

2020
RM’000

Cash at bank 1,259 4,166

Deposits with licensed banks 84,106 467,091

Total cash and cash equivalents 85,365 471,257

Deposits with licensed banks are made for maturity periods between one day and 3 months depending 
on the immediate cash requirements of the Fund with weighted average interest rate of 1.80% 
(2020: 1.70%).

As at the reporting date, the Fund’s cash at bank balances was placed under a sweep arrangement in 
the name of the Commission on behalf of the Fund.

Information on financial risks of cash and cash equivalents are disclosed in Note 14.

7. OTHER PAYABLES

2021
RM’000

2020
RM’000

Accrued USP claims 229,753 488,074

Sundry payables 148 50

Total other payables, representing total financial liabilities 
at amortised cost 229,901 488,124

8. ACCUMULATED FUNDS

2021
RM’000

2020
RM’000

As at 1 January 10,087,477 9,404,652

Surplus after tax 559,952 682,825

As at 31 December 10,647,429 10,087,477

Payment out of the USP Fund is governed by the Communications and Multimedia (Universal Service 
Provision) Regulations 2002. The USP Fund shall be expended for advances for USP projects, claims from 
designated universal service providers and refunding any overpaid contribution.
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9. AUDIT FEE

Audit fee of RM90,000 (2020: RM80,000) is borne by the Commission.

10. CONTRIBUTIONS

Contributions represent funds received from licensees who are required to contribute to the Fund as 
stipulated in the licence granted by the Malaysian Communications and Multimedia Commission.

There are no disaggregated information to be presented as the Fund only has one source of revenue. 
Contributions are recognised at a point in time.

Information relating to contributions receivables balances arising from contracts with licensees is 
disclosed in Note 5.

11. CLAIMS BY SERVICE PROVIDERS

These relates to cost of USP projects, comprising both capital and operating expenditures. The cost is 
recognised as an expense when the Fund has verified the progress of the projects and are satisfied with 
the completeness of claims documentation received from the USP service providers.

12. TAX EXPENSE

2021
RM’000

2020
RM’000

Income tax expense

- Current year 247,776 263,374

- Under provision in prior years 21,608 3,884

269,384 267,258

Deferred tax expense (Note 3)

- Origination and reversal of temporary differences 923 (51)

Total tax expense 270,307 267,207

The Fund’s chargeable income is taxed at scaled rates that are applicable to individuals. The first RM1 
million is taxed at rates determined by the tax authority for each year of assessment. Chargeable 
income for the next RM1 million and beyond RM2 million are taxed at the statutory tax rate of 28%
(2020: 28%) and 30% respectively (2020: 30%).
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12. TAX EXPENSE (CONTD.)

A reconciliation of income tax expense applicable to surplus before tax at the statutory income tax rate 
to the income tax expense at the effective income tax rate of the Fund is as follows:

2021
RM’000

2020
RM’000

Surplus before tax 830,259 950,032

Tax on first RM1,000,000 238 239

Remaining tax at statutory tax rate of 28% and 30% 248,757 265,728

Income not subject to tax (296) (2,644)

Under provision of income tax in prior years 21,608 3,884

Total tax expense 270,307 267,207

13. COMMITMENT

2021
RM’000

2020
RM’000

Costs for the implementation of the Universal Service Provision:

Approved but not awarded 4,630,000 4,630,000

Awarded but not provided for 6,289,325 4,416,982

10,919,325 9,046,982

14. FINANCIAL INSTRUMENTS

(a) Financial risk management objectives and policies

The Fund is exposed to financial risks arising from its operations and the use of financial instruments. 
The key financial risks include interest rate risk (both fair value and cash flow), liquidity risk and 
credit risk.

The Commission reviews and agrees policies and procedures for the management of these risks, 
which are executed by the Chairman. The audit committee provides independent oversight to the 
effectiveness of the risk management process.

(b) Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of the Fund’s financial instruments 
will fluctuate because of changes in market interest rates.

The Fund’s exposure to interest rate risk arises primarily from deposits with licensed banks and 
financial institutions.

Interest on financial instruments subject to floating interest rates is contractually repriced at 
intervals of less than 7 days (2020: less than 7 days). The other financial instruments of the Fund 
that are not subject to floating interest rates will not be subject to interest rate risks.
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14. FINANCIAL INSTRUMENTS (CONTD.)

(c) Liquidity risk

Liquidity risk is the risk that the Fund will not be able to meet its project requirements as they fall due. 
The Fund’s exposure to liquidity risk arises principally from its other payables.

The Fund maintains sufficient levels of cash and cash equivalents to ensure, as far as possible, that 
it will be able to meet its liabilities when they fall due.

The Fund’s liabilities are all payable within one year after the financial year ends.

(d) Credit risk

Credit risk is the risk of a financial loss to the Fund if a service provider or counterparty to a financial 
instrument fails to meet its contractual obligations. The Fund’s exposure to credit risk arises 
principally from its contributions and other receivables and deposits placed with licensed banks.

Contributions and other receivables

As at the reporting date, the maximum credit exposure on receivables is limited to the carrying 
amount of the receivables less provision for expected credit loss.

The Commission has taken reasonable steps to ensure that receivables that are neither past due 
nor impaired are stated at their realisable values.

Details of expected credit loss in relation to receivables are disclosed in Note 5.

The Fund’s credit period with its licensees is generally for a period of 30 days (2020: 30 days), except 
for licensees who wish to contribute in two instalments, where the credit period for the second 
instalment is generally for a period of  180 days (2020: 180 days). The Fund seeks to maintain strict 
control over its outstanding contributions and has procedures in place to minimise credit risk. 
Overdue balances are reviewed regularly by senior management. Any outstanding contribution 
having significant balances past due more than 365 days, which are deemed to have a higher 
credit risk, will be monitored individually.

Deposits placed with licensed banks

Risk management objectives, policies and processes for managing the risk 

Deposits are allowed to be placed only with licensed financial institutions. 

Exposure to credit risk, credit quality and collateral

As at the end of the reporting period, the Fund has only placed deposits with domestic licensed 
banks. The maximum exposure to credit risk arising from deposits placed with licensed banks is 
represented by the carrying amounts in the statement of financial position.

(e) Fair value of financial instruments

The carrying amounts of cash and cash equivalents, contributions and other receivables and other 
payables reasonably approximate their fair values due to the relatively short term nature of these 
financial instruments.
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15. RELATED PARTIES

Identity of related parties

For the purposes of these financial statements, parties are considered to be related to the Fund if the 
Fund has the ability, directly or indirectly, to control or to jointly control the party or exercise significant 
influence over the party in making financial and operating decisions, or vice versa, or where the Fund 
and the party are subject to common control. Related parties may be individuals or other entities.

Related parties also include key management personnel defined as those persons having authority and 
responsibility for planning, directing and controlling the activities of the Fund either directly or indirectly. 
Key management personnel include all the Members of the Commission and senior management of 
the Commission.

The Government of Malaysia (“GOM”) including those entities controlled, jointly controlled or under 
significant influence by the GOM are considered as related parties of the Commission. All the transactions 
processed by the Commission for the GOM-related entities are conducted in the ordinary course of 
business.

There are no related party transactions during the current and prior financial year other than as disclosed 
elsewhere in the financial statements.

16. TRANSACTIONS WITH KEY MANAGEMENT PERSONNEL

There  are  no  transactions  with  key  management  personnel  in  the  current  and  prior financial year. 
The remuneration of key management personnel are paid by the Commission.

17. FUND MANAGEMENT POLICY

The primary objective of the Fund’s fund management is to ensure that it is able to meet its project 
requirements as and when they fall due and to achieve its operational objectives.

The Fund manages its accumulated funds by budgeting its funding needs ahead and adjust its 
expenditures as required. The Fund continuously monitors its budget against actual results and identify 
efficiencies in its operations.

No changes were made in the objectives, policies or processes during the years ended 31 December 
2021 and 2020.
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