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seminar on Operational Audit

The Institute of Internal Auditors with Scientific
Accounting Association held a successful seminar at
lbn Khaldoun Hall, Qatar University on “Operational
Auditing — What are the Criteria” on 28th December
08. Larry Hubbard a professional trainer from USA
presented synopsis from his just developed Operational
Auditing intensive workshop research material.

“Things to remember” on often confused scope of
operational auditing were listed. “Auditor should
develop criteria to evaluate against operations they
audit- and it must be agreed in advance with the
management.

We think this is a better way is not acceptable” Larry
stated. “Operational auditing is still auditing and not
the same thing as consulting. Consulting requires
direct experience and expertise in the operations
while auditing requires experience and expertise
in applying the agreed upon criteria and familiarity
with the operation” he clarified. Auditors were
told to accept the fact that people in operations are
experts and they know more. Auditors often thrust
their recommendations stating it as best practices but
“Best practices” require evidence and are unique to
the organization.

13

Larry had significantly different thoughts about risks
and controls. “You cannot flowchart risks- the real
problems are non process related such as soft controls,
ethical climate, management style etc” His opinion on
control is “Setting organizational objectives is one of
the most important internal control. No manager uses
internal control to achieve business objective instead
they use management methods and models. Controls
are not things required to do the job. But control
failures are more likely than unknown risks”

Another path breaking advice Larry gave to auditors
was “Auditors should find fraud”. “Every audit, in the
end is a compliance audit. There is no benchmark
how audit time should be spend between financial,
operational, compliance or fraud prevention audits. It
is better left to the best judgment of the auditor on
the scene” he stated. Many questions on contentious
issues and forthright statements were replied with
ease by the speaker.

Sundaresan Rajeswar President of the IIA introducing
the speaker told auditors to follow professional
standards to drive quality and consistency in their
workplace and to guide their judgments. Professors
and scholars from Qatar University were present
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The role of Corporate Governance

by : Houda Arouri
Investment Analyst - Qatar Univerisity

During last decades, multiple modifications affected financial
capitalism and gave a new relief to the value creation for the
shareholders. That had like consequence the appearance of
a form of management directed to develop this value and
mobilize the managers towards this objective. This focusing
on the value creation requires an installation of an effective
corporate governance Ssystem aiming to carry out a good
performance. In fact, a good corporate governance must be in
conformity with ethics, legal and institutional rules, take part
in the transparency and the efficiency of the markets, protect
shareholder's rights, extend and recognize stakeholders
rights, ensure the board of director’s piloting, create an active
co-operation between the companies and stakeholders,
guarantee the diffusion of reliable and significant information
concerning the company. Shleifer and Vishny (Journal of
Finance 1997) define the corporate governance as the study
of processes by which resources supplies reduced to the
only financial investors, guarantee the profitability of their
investment.

How thus to allow the company to function by minimizing
the costs of transaction? How to ensure the integrity of
the companies and to monitor management to protect
shareholder’s interest? How to control manager's behavior
and decrease their discretionary latitude (asymmetry of the
information and manager’s opportunism)? The objective of
this article is therefore to propose some assumption in order
to implement good corporate governance in the firm.

Transparency and the relationship with investors: The
effectiveness of the CG should contribute to the transparency
and guarantee the diffusion, at suitable time, of an exact
information concerning the company. Indeed the potential
shareholders and investors need to have periodically access
to either financial information (the accounting income, the
turnover....) or not financial (the objective of the company, the
system of remuneration of managers) reliable and detailed
to be able to evaluate the managers and to exert the voting
rights. This information can also be vigorous because it can
influence the behavior of the companies, protect the investors
andmaintainconfidence onthe market through comprehension
of company’s structure, activities and strategies.

The role of the shareholders: ownership of the capital:
Generally, shareholders within the company, has the right to
be informed on the suitable time of any type of relevant and
significant information that is financial (the result, the sales
turnover...) or not - financial (strategy, objective composition

of the board of directors...) relating to the company to be
able to participate in the decisions of the company (transfer or
acquisition of assets). Moreover, the shareholders have also
the right to contribute in the general assemblies to exert their
vating rights, to choose or evoke the administrators, to share
the benefit and to yield or transfer their actions. The role of
shareholders also appears in the action of the control, For
example in case of the conflict of interest between managers
and shareholders, the majority shareholders (how owns more
than 20% of the capital), possessor sufficient voting rights
can either sell his actions or exert effectively the control
by supporting the costs of control and reducing the cost of
agency in order to minimize the manger’s opportunism and to
convince them to participate the shareholders of any decision
taken.

The role of the managers: The manager must inform the
board of directors and the shareholders at convenient time of
any information relevant, significant and reliable bearing on
the firm and influencing the profitability of the businesses.
The relationship managers- shareholders s illustrated
according to Charreaux (1997, Journal of Finance), in three
different designs: the theory of divergence of the interests,
theory of neutrality and the theory of the rooting. (These
theories will be developed in the following articles)

The board of director’s structure: To ensure the strategic
piloting of the company and the effective monitoring of
management, the board of directors must include not
only the manager but it must include internal and external
administrators.  The financial literature treated the
composition of board of directors: in 1980, Fama suggested
to include the internal administrators in the board of directors
in order to improve independence and to increase the quality
of control. In 1998, A Klein judges that the board of director’s
efficiency can be achieved only by the presence of the internal
administrators. We particularly deduced from the agency
theory which approaches 3 major aspects for an effective
board of directors:

- The presence of the internal and external administrators.

- Percentage of capital held by the administrators.

- The nature of the administrators (financial, institutional,
the State etc.). It is just an overview through it, we have
defined the Corporate Governance and we have developed
the necessary conditions to achieve this new form of
management. However this article will be soon completed
by empirical cases and justified by advanced econometric
studies applied to banks traded in Doha Stock Market.
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What is IFRS?

International Financial Reporting Standards (IFRS)
is a set of accounting standards developed by the
International Accounting Standards Board. It is
considered to be the global standard for the preparation
of public company financial statements.

What is the IASB?

The International Accounting Standards Board (IASB)
is an independent accounting standard-setting body
based in London. It consists of 14 members from nine
countries. The IASB began operations in 2001 when
it succeeded the International Accounting Standards
Committee. It is funded by contributions from major
accounting firms, private financial institutions and
industrial companies, central and development banks,
and other international and professional organizations
throughout the world.

How widespread is the adoption of IFRS around
the world?

More than 12,000 companies in almost 100 nations
have adopted IFRS, including listed companies in the
European Union. QOther countries, including Canada
and India, are expected to transition to IFRS hy
2011. Some estimate that the number of countries
requiring or accepting IFRS could grow to 150 in the
next few years. Other countries, such as Japan and
Mexico, have plans to converge (eliminate significant
differences) their national standards with IFRS.

What are the advantages of converting to IFRS?
By adopting IFRS, a business can present its financial
statementsonthe samebasisasits foreigncompetitors,
making comparisons easier. Furthermore, companies
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International Financial Reporting
standards (IFRS)

by Dr. Rajab Abdulla Al-Esmail

with subsidiaries in countries that require or permit
IFRS may be able to use one accounting language
company-wide. Companies also may need to convert
to IFRS if they are a subsidiary of a foreign company
that must use IFRS, or if they have a foreign investor
that must use IFRS. In addition, companies may benefit
if they wish to raise capital abroad.

What could be the disadvantages of converting
to IFRS?

Many countries that claim to be converting to
international standards may reach 100% compliance.
Most reserve the right to carve out selectively or
modify standards they do not consider in their national
interest, an action that could lead to incomparability —
one of the very issues that IFRS seeks to address.

What regulatory body is responsible for the
adoption and implementation of IFRS in Qatar?
The Doha Stock market, in conjunction with Qatar
Financial Markets Authority, is responsible for the
supervision and regulation of the securities industry for
all publicly traded companies. The Ministry of Business
& Trade is responsible for the legal enforcement of the
use of IF_F'iE in all public companies.

D=
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CurrentStatus ofthe Accounting
Academic Community

by : Sue Haka , AAA president
Source: Accounting education News

The decline has been documented in a recent AAA /
AICPA co-sponsored study that reveals the disturbing
current state of U.S. accounting faculty. David Leslie,
the Chancellor Professor of Education at College of
William and Mary, completed the study using the
National Survey of Post Secondary Faculty data base.
This data base is maintained by the U.S. Department
of Education. The survey is compiled every five years
and includes U.S. faculty in all disciplines. Professor
Leslie’s results show that the number of U.S. accounting
faculty at all types of institutions (2-year, 4-year, and
PhD granting) has declined by over 13 percent in the
last ten years. During this same period, recent AICPA
results show the number of accounting undergraduates
has increased by more than 12 percent.

In addition, the Leslie study shows that accounting
faculty numbers at institutions that offer, at minimum,
a baccalaureate degree have declined by over 19
percent over the past ten years. For other disciplines in
business schools, faculty numbers have increased by
over 20 percent. It appears that faculty positions are
migrating out of accounting and into other disciplines.
In addition to these current demographics, the future
outlook is even more disturbing. The average age of
current accounting faculty is 57 implying half of current
faculty members are eligible to retire within the next
five to ten years. Professor Leslie reports that U.S.
institutions historically graduate between 140-150
accounting PhDs per year, but the number of expected
faculty retirements is projected at 500 per year for the

next ten years. The evidence suggests that without
an investment by universities in future accounting
faculty, accounting may eventually disappear from
universities.

However, | am not discouraged because current global
trends create a dynamic and interesting atmosphere
for the accounting academy. The increasing global
focuses on and cooperation about accounting
issues emphasizes the importance of accounting in
global markets. Further, the world-wide demand for
accountability and changing technological capabilities
are the very trends that are attracting record numbers
of students to accounting.

The challenge to the accounting academic community
and to all those who believe that accounting has a
place in universities, is to leverage the current world-
wide interest in accounting as a means to attract
future faculty. In my conversations with academic
accountants, | encourage them to explain to their
students the benefits of an academic life; the joys
of teaching and the exhilaration that comes from
investigating the role of accounting in society. These
are the makings for a wonderful life’s pursuit. Some
evidence exists that formal efforts to inform current
students about academic accounting careers are being
integrated into curricula across the country. Will your
institution join in that effort?
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in current textbooks and management accounting
practice. Many of the techniques recommended by the
textbooks writers were not widely used in practice.
Part of the reason for this state of affairs if that the
recommended management accounting techniques
may be inappropriate to the manager’s needs (Otley,
1985, p.20). Otley suggested that “ there is a need
to get to grips with what is actually happening in
practice... more intensive research methods that study
situations ‘in the round” will yield better grounded
theories for subsequent testing”.

These two lines of criticisms have spawned two lines
of research which are sometimes convergent, other
times divergent. The first line has culminated in the
development of new techniques of cost accounting and
management, which include Activity based costing,

Yool ol o gualud sl o« e Aacls o Acwlonall Arelall inammt! (pe yobial A giu Camd Al | Aaulsuall jlini

Strategic cost management, life cycle costing, to
name but a few. Associated with the development
of these techniques has been research concerned
to investigate the extent to which these new
techniques are being embraced (e.g. Guilding, 1999).
The other line of research has focussed on studying
management accounting practice, specifically with the
use of case studies. A series of articles by Kaplan and
Johnson during the 1980s encouraged researchers to
study management accounting practices. This line
of research was best summed by Drury et al. (1993,
p.1) who suggested that “Further studies are needed
to examine more closely exactly how management
accounting informationis used, why specific techniques
are, or are not, employed and other issues arising from
this study”.
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" For the past 20 years, there has been growing
interest in the literature (mainly from the United
States and the United Kingdom) about management
accounting and costing in particular. One evidence of
this interest has particularly been the wide ranging
criticisms of prevailing management accounting both
in the professional and academic accounting literature
(Drury, 1996) ".

These criticisms are best captured in Johnson
and Kaplan's (1987) treatise, The Rise and Fall of
Management Accounting. These criticisms may be
summarised as follows:

- Conventional management accounting does not
meet the needs of today’s manufacturing and
competitive environment.

- Traditional product costing systems provide
misleading information  for  decision-making
purposes.

- Management accounting practices follow, and
have become subservient to, financial accounting
requirements.

- Management accounting focuses almost entirely
on internal activities and relatively little attention
Is given to the external environment in which the
business operates.

Kaplan (1984) argued that many companies still use
the same cost accounting and management control

The Rise and Fall of Management
Accounting

by Dr. Khalid Al-khater

systems that were developed decades ago for a
very different competitive environment from that of
today. This is in spite of the fact that there have been
stupendous changes incompetition, technology, and the
economic deregulation of industry in many countries.
Furthermore, there has been little innovation in the
design and implementation of cost and management
accounting systems in the last 60 years, Kaplan
continued. He pointed out that the challenges of the
competitive environmentin the 1980s should encourage
us to re-examine the traditional cost accounting
and management accounting system. The criticisms
culminated in calls for just such innovations:

" Practitioners have generally failed to keep pace
with the significant changes taking place in the
manufacturing and competitive environment ......
and management accounting researchers know little
about how these changes in manufacturing and
the competitive environment are actually affecting
management accounting practice, particularly in those
companies that are experimenting with change in their
practice (Spicer, 1992, p. 2)".

The other interest in management accounting research
has been the focus on a discernible gap between
academic research and management accounting
practice (see Scapens, 1983; Otley, 1985; Mclean,
1988; Edwards and Emmanuel, 1990). Scapens (1990)
argued that there is a considerable difference between
the theory of management accounting as described
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Project was just a part of the any financial feasibility
study, nowadays, the market become floating with
the investment opportunities, but the Finance of any
of it has become the main difficulty. Most of the
investment plans around the word have been canceled
or suspended until unknown time due to the lack in
financial resources (funds), banks are stipulating
insuperable terms of lending, and the cost of funds
has become very high, despite of the governmental
efforts in reducing the lending rates around the world,
provided that these constrains are not limited on the
new investment plans, but also become affecting the
current operating activities of some businesses.

Reduce of Costs & Human Resources Challenges:
Finance managers are assigned to propose for the
owners their plans for cutting costs, this assignment
considered as the greatest dilemma for the Finance
Managers, due to the difficulty in determining the
priorities out of the costs that has to be reduced, most
of the organizations around the word started cutting
jobs as part of their plans in facing the impacts of the
financial turmoil based on the advice of the Finance
Managers, such decision may cause an indirect loss
for the organizations due to the loss of part of the
skilled & knowhow staff those have cost the company
huge values paid for orientation and training , in some
cases the loss of some key staff may cause a loss of
part of the company's income, the recruitment of same
fired staff in future may cost very huge budgets.

Another side effect for the job cuts, that some of
those staff could be from Finance Department that
will indirectly affect the quality of the department’s
performance, especially the financial controls those
may become loose & weak due to the breach in
some internal control requirements, for example:
the implementation of “segregation of duties rule”
will be affected harmfully by job cuts, most of the
permission and responsibilities of the fired staff will be
redistributed and assigned to the retained employees,
those will be having more and more accessibility on the
organizations’ systems that will create an attractive
environment for illegal acts and fraud cases in the
near future.
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Based on the previous illustration, we can summarize
the following suggestions and recommendations for
the Finance Managers in order to help them in facing
the mentioned challenges:-

Strategic Planning and Projection Challenges:

Have at least 3 scenarios for each plan, one of them
must be very pessimistic, considering that every thing
is possible, another scenario to be average and the
third to be little optimistic but still conserved.
Markets are showing from time to time some fake
positive signals, so, the Finance Manager has to be
careful.

The main focus has to be on the main operations of
the business, all funds and resources to be directed to
support the operation, any new investment plans to be
financed from the excess cash after considering the
worst possible scenario.

Finance Constrains Challenges:

New borrowing has to be used only for supporting
the main operations of the business, avoiding the
borrowing for new investments.

A deep review for the capital structure has to take
place in order to decide the best finance option
(internal or external) priority has to be given for the
internal finance if possible.

Reduce of Costs & Human Resources
Challenges:

Job cut is not always the correct decision for reducing
the costs, some times the businesses has to think also
in increasing the income.

Finance jobs, internal control jobs & key sales jobs
have to be the last jobs subject for cut plans.

An accurate calculation for the cost & benefit of each
staff has to be done before any job cut decision.

Finally, we can look to the current financial crisis as
a very tough test for: businesses, financial systems,
financial experts, governments, rules & regulations &
professional standards.
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Since the mid of September 2008 all global economies
and businesses started facing new challenges due to
the effects and the side effects of the Global Financial
Crisis, which started -and still- attacking those
economies & businesses one by one.

The most significant impact of the financial crisis;
that it has redirected the growth trend of most of
economies & organizations from an “accelerating
trend” to a “decelerating trends”.

Since that time, Finance Managers are facing a lot of
difficulties and challenges that we can summarize it in
the following three main Challenges: -

Strategic Planning and Projection Challenges: As we
know, the Finance Manager has to design his strategic
financial plans and provide it for the decision makers in
order to enable them taking the appropriate investment
decisions, but most of the planning work is depending
on the future expectations, but the future has become
unforeseen and unpredictable, because nobody still
able to determine the endpoint of the crisis. Any new
investment proposal may cause an additional burden
for the financial position. For example, some companies
have decided to invest in some global real-estate
markets during the last 2 months, expecting that the
prices have reached the bottom; unfortunately, the
fact was completely different, same case also applied
in the securities & currencies markets, the bottom is
still unclear.

Other challenges facing Financials while preparing
their financial plans, like the calculation of the financial

After September 2008
New Challenges Facing Finance
Managers

Nidal Ahmed Al-Khouli
Financial Controller Nehmeh Group

ratios and the opportunity cost. After the crisis, the
industrial benchmarks have become unknown, new
benchmark has taken place Called “Survival”, that the
main concern of most of the companies has become
“how to sustain” nobody is thinking about the return
or the positive bottom line in the same way of thinking
in the “Survival” issue, so the financials have to focus
in their plans on adopting the best scenario that helps
the organization passing the turmoil safely. On the
other hand, a lot of investment formulas are breaking
day by day, for example: in the stock markets, most
of the investors used to buy the shares based on the
calculated P/E ratio for the share, they were accepting
this ratio between 5 up to 20 and some times reaching
more than 30, nowadays a lot of shares are trading
below P/E 5 down to 2 or less, but still not considered
as attractive option; due to the doubt in the “going
concern” of the company, or in the ability of making
the same historical returns.

Another example, the Financials were using the
common Interest rate as the minimum opportunity
return in the market, nowadays, the interest rates are
fluctuating in very wide ranges and a huge gap has
accrued between the official interest rates determined
by the central banks and the actual rates traded in the
markets, due to the additional risk margins added to
the official rates, the same is applied on the fixed
deposits interest also.

Finance Constrains Challenges: Before Sept. 08 the
main concern of the investors was to find the most
feasible investing opportunity, the finance of the
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for trading category are permitted in rare circumstances.
These amendments bring this aspect of IAS 39 closer into
line with US GAAP. Amendments have also been made to
the disclosure requirements in IFRS 7.

The ASB {3} has agreed to make equivalent amendments
to FRS 26 and FRS 29, and will issue these amendments
immediately. In view of the need to take urgent action,
the ASB — like the IASB — has not followed normal due
process SEC Office of the Chief Accountant and FASB Staff
Clarifications on Fair Value Accounting with the current
environment has discussed what can determine fair value
particularly challenging for preparers, auditors, and users
of financial information. The SEC and the FASB have been
engaged in extensive consultations with participants in
the capital markets, including investors, preparers, and
auditors, on the application of fair value measurements in
the current market environment.

There are a number of practice issues where there is a
need for immediate additional guidance. The SEC, the
FASB and the IASB have, conclude that fair Value can be
measured in different environment:-

A) Management's internal assumptions (e.g., expected
cash flows) can be used to measure fair value when
relevant market evidence does not exist.

When anactive market for a security does not exist, the use
of management estimates that incorporate current market
participant expectations of future cash flows, and include
appropriate risk premiums, is acceptable. Statement 157
discusses a range of information and valuation techniques
that a reasonable preparer might use to estimate fair value
when relevant market data may be unavailable, which may
be the case during this period of market uncertainty. This
can, in appropriate circumstances, include expected cash
flows from an asset. The determination of fair value often
requires significant judgment. In some cases, multiple
inputs from different sources may collectively provide
the best evidence of fair value. In these cases expected
cash flows would be considered alongside other relevant
information. The weighting of the inputs in the fair value
estimate will depend on the extent to which they provide
information about the value of an asset or liahility and are
relevant in developing a reasonable estimate.

B) Broker quotes may be an input when measuring fair
value, but are not necessarily determinative if an active
market does not exist for the security. In a liquid market, a
broker quote should reflect market information from actual
transactions. However, when markets are less active,
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brokers may rely more on models with inputs based on
the information available only to the broker. In weighing
a broker quote as an input to fair value, an entity should
place less reliance on quotes that do not reflect the result
of market transactions. Further, the nature of the quote
(e.g. whether the quote is an indicative price or a binding
offer) should be considered when weighing the available
evidence.

C) Transactions that are determined to be disorderly
representative of fair value. The results of disorderly
transactions are not determinative when measuring fair
value. The concept of a fair value measurement assumes
an orderly transaction between market participants.
An orderly transaction is one that involves market
participants that are willing to transact and allows for
adequate exposure to the market. Distressed or forced
liquidation sales are not orderly transactions, and thus
the fact that a transaction is distressed or forced should
be considered when weighing the available evidence.
Determining whether a particular transaction is forced or
disorderly requires judgment.

D) Transactions in an inactive market can affect fair value
measurements. A quoted market price in an active market
for the identical asset is most representative of fair
value and thus is required to be used (generally without
adjustment). Transactions in inactive markets may be
inputs when measuring fair value, but would likely not
be determinative. If they are orderly, transactions should
be considered in management's estimate of fair value.
However, if prices in an inactive market do not reflect
current prices for the same or similar assets, adjustments
may be necessary to arrive at fair value. A significant
increase in the spread between the amount sellers are
«asking» and the price that buyers are «bidding,» or the
presence of a relatively small number of «bidding» parties,
are indicators that should be considered in determining
whether a market is inactive. The determination of
whether a market is active or not requires judgment.
Many banks and industry organisations have blamed fair
value accounting for the downward economic twisting,
saying that many organisations became enviable based
only on paper losses. Critics have also changes that it is
impossible to determine fair market value in an illiquid
market, such as the one that began to materialize after
the risky trading of mortgage-backed securities reversed
course.
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This article confronts the view that the reform of
accounting principles in accordance with fair value would
provide better information, and that more transparency
would reinforce the resilience of the economy. Actually,
fair value gives at each instant a seemingly relevant
liquidation value, but obscures the value creation process
by mixing present profit with unrealised capital gains and
losses. This difference increases with an increased degree
of uncertainty, which is at odds with widely held beliefs
about the efficiency of existing financial markets. Fair value
introduces an accounting accelerator on top of the already
present and typical financial accelerator. It extends to the
entire economic system, the source of financial fragility
typical of the 1990s. If fair value accounting is applied to
banks, an extra volatility may be created unless a new
wave of innovations introduces countervailing forces
This article consider how to measure and disclose the
fair value of financial instruments when markets are no
longer active. We can summarising the meaning of fair
value within the requirements of the GAAP.

A)Onmeasurement, markets fairvalue could be determined
using a ‘fundamental value" approach based primarily on
management’s estimate of future cash flows. The basis
provided for this view is that fundamental value is not
consistent with the objective of a fair value measurement;
where a current transaction price for the same or a similar
instrument can be found it provides evidence of fair value.
It notes that forced transactions, involuntary liquidations
and distress sales are rare and evidence is needed before
it is determined that a transaction has not taken place at
fair value. When valuing instruments for which there is
not an active market, an entity uses a valuation technique
involving models and assumptions calibrated on a regular
basis. The need for judgement to estimates of fair value
for the same instrument and both entities might still meet
the objective of fair value measurement.

B) On disclosure, the requirement for entities to use
judgement in deciding how they disclose information

Fair Value and the Financial Crisis

DR. Ayad A M Ahmad

about fair value measurement allows the most relevant
information in the most understandable format to be
provided on how entities measure fair value and the
assumptions used.

Separately, the International Accounting Standard Boar
(IASB) and the US Securities and Exchange Commission
(SEC) and the Financial Accounting Standards Board
(FASB) {1}. Those bodies have clarify the Fair Value
Measurements, to provides additional guidance for
determining fair value in inactive markets. The IASB staff
has reviewed the clarification and considers it consistent
with IAS 39 Financial Instruments: Recognition and
Measurement. The FASB has also published for comment
a Proposed FASB Staff Position (No. FAS 157-d) which
proposes inserting an additional example into SFAS 157
to provide further guidance on measuring fair value when
observable data do not exist, or when observable market
information relates to a market that is not active.

The ongoing financial crisis has spurred much finger-
pointing at fair value accounting for financial instruments,
as set out in both leading sets of accounting standards
used by listed companies around the world, namely US
Generally Accepted Accounting Principles (US GAAP) and
International Financial Reporting Standards (IFRS)

Credit Crunch

The recent market uncertainties across the world have
resulted in extensive discussion on the operating and
regulation of markets and financial information. Some
commentators have gone further by questioning the
adequacy of financial reporting requirements including
consolidation requirements and the use of fair values in
illiquid markets.

In October 2008 the IASB made an amendment to IAS
39,{2} effective from 1 July 2008, permitting entities to
reclassify certain financial instruments. The main effect
is to permit reclassifications from held for trading or
available for sale into the loans and receivables category
(and therefore accounted for at amortised cost rather
than at fair value) if the entity has the intention and
ability to hold the instrument for the foreseeable future
or until maturity. Reclassifications are made at fair value
at the date of the transfer. Other transfers from the held
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