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Abstract

The issue of terrorism is experienced at the global level, and it has been recognised that such activities
need financing from various sources, legitimate and illegitimate. A legitimate source is via non-profit
organisations. It has been advocated that effective investigation and information gathering be done
at the country-level to facilitate the detection of terrorist abuse of non-profit organisations; such
information would include financial information. In view of the foregoing, a comprehensive
assessment of the financial reporting quality of non-profit organisations would be a useful step in
conducting an overall risk analysis of the non-profit sector. The objective of this study is to assess
the financial reporting quality of charities in Malaysia. The financial statements of 235 companies
limited by guarantee were extracted for the years 2016, 2017 and 2018 resulting in 7,056
observations. Digital analysis was performed to review the conformity of first and second digit
distributions with that of Benford’s Law; the main statistics of the log mantissa and the Mean
Absolute Deviation were also computed. Subsequently, statistical tests were run to evaluate data
conformity to Benford’s Law. Findings were found to be mixed and inconclusive. Implications of the
study’s findings and suggestions for further research were further discussed.
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Introduction

Terrorism is an ongoing global issue, and there have been many terrorism-caused incidents in recent
times. Of course, the incident that remains in the global psyche is the September 11 Twin Tower
attack in 2001. Since then, there have been numerous incidents in the Asian region. For example,
the Abu Sayaaf group had been committing criminal acts of bombings, kidnappings, assassinations
and extortions from the early 1990’s until the present day, in the Phillippines and Malaysia
(Wikipedia, n.d.). The latest recorded terrorism incident in the South East Asian region was on 28
March 2021 which involved a church cathedral bombing in Makassar, Indonesia during a Sunday
service, allegedly caused by an ISIL-linked group Jamaah Ansharut Daulah (Sriregar, 2021).
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