Internal Control Systems in
West Malaysia's State Mosques

Maliah Sulaiman, Sti Alawiah Sraj,
and Shahul Hameed Mohamed |brahim

Abstract

The embezzlement of fundsfrom religious organi zations, partic-
ularly in western church ingtitutions, is becoming more com-
mon. Such scandals have raised concerns about their internal
control systems. Despite the lack of any reported financial scan-
dals in mosques, there is a growing concern as to whether they
experience the same deficiencies as other religious institutions
do.

Our study examinesthe internal control procedures related to the
receiving income and disbursing funds in West Malaysa's sate
mosgues. A questionnaire survey and informal interviews were
used to collect the data. The results indicate that these mosques
have astrong internal control system vis-avisthesetwo activities.
This study aso revealsthat their practice of several basic control
activities (eg., segregating duties, recording financia transac-
tions, and authorizing particular activities) is satisfactory. Though
thisis an exploratory study, the results may provide a benchmark
for further studies examining interna control practicesin rdigious
organizations.

I ntroduction

Recent reports on the mismanagement of church funds have cdled into
question the internal control system found in religious organizations.* In this
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article, aninternal control systemis defined as the policies and procedures
put in place to ensure the protection of an organization's assets and the reli-
ability of financid reporting. Implementing a proper system will help the
organization's operations become more effective and efficient.? Studies
examining the internal control systems of churches in the West have con-
cluded that the lack of such a system may be attributed to accounting (and
thus internal controls) being regarded as “secular” support activities® More
specifically, R. Laughlin arguesthat the Church of England regards account-
ing as an activity that

... should nat interfere with the more important spiritual endeavours of
the Church of England. They are alowed to exist to asig the created
internal resourcing units, but their role is clearly limited. Thus, parish
accounting systems are rudimentary, precisely because they actualy have
no part to play in this clearly demarcated spiritua unit.*

Accordingly, it is no surprise that the church, more often than not, views
internd controls as unnecessary and irrelevant.s While there has been an
increase in the number of studies examining churches internd control sys-
tems, there has been a paucity of studies examining the same issue in
mosgues. Given that Idam, at least theoreticaly, does not separate what is
secular and what issacred, it would beinteresting to determineif thelax inter-
nal controls present in churches aso exist in mosques. More specificaly, the
two research questions of interest are as follows:

RQ1: Do state mosques in West Mdaysia have adequate systems of
internal control on the receipt of income?

RQ 2: Do state mosques in West Mdaysia have adequate systems of
internal control on the disbursement of funds?

This paper is part of alarger study examining the financia management
prectices of Malaysid s state mosques. Our article contributes to the existing
literature in several important respects. Firdt, as indicated earlier, previous
studies on accounting and interna control systemsin religious organizations
havefocused largely on churchesin theWest.® Our study, which examinesthe
internd control systems of Malaysid s state mosques, attemptsto redressthis.
Second, in the case of western church ingitutions, the belief that human activ-
ities can be divided into the “sacred” and the “profang’ was found to have
contributed to lax accounting practices. Church members resigt accounting,
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because they do not think that it helps preserve their church’s transcendental
identity.

However, the same may not be true for mosques, snce Idam (and there-
fore Idamic organizations) has no sacred-profane divide.” Accordingly, the
accounting practices and internal control systems prevailing in mosgues may
differ from those found in western churches. The results of this study may
illuminate this issue to some extent. Finally, state mosques receive the bulk
of their funds from the Maaysian government. Given this, it is expected that
they will gtrictly follow the procedures laid down in the treasury instructions
(TI [Mday: arahan perbendaharaan]) pertaining to custody of assets
belonging to the state government. Whether this is actualy happening in
prectice is a subject for empirical testing.

The remainder of the paper is structured as follows: Section 2 provides
a background on Maaysia and how it administers Idamic affairs, section 3
describes mosques and their administration aswell as the Idamic concept of
accountability, section 4 discusses the research method, section 5 presents
the results, and section 6 concludes the study.

The Background of Mosque Administration

MALAYsIA. Maaysiaismade up of fourteen states: Negri Sembilan, Pahang,
Perak, Selangor, Perlis, Kedah, Johore, Kelantan, Terengganu, Malacca,
Penang, the Federa Territory, Sabah, and Sarawak. The last two are in East
Malaysia, while al of the others are in West Mdaysia

Our study focused only on mosgues in West Maaysia. With the excep-
tion of Mdacca, Penang, and the Federd Territory, dl West Maaysian states
are ruled by the sultans. Malacca and Penang areruled by the Yang Di Pertua
Negeri, who enjoys the same status as the sultans, while the Federal Territory
is under the federal government’s jurisdiction. Idam is the country’s officia
reigion, and thus the government’s involvement in disseminating Idamic
teachings and ingtilling Idamic values among Mudim Maaysiansis consid-
erable. Government involvement, both at the federal and state levels, signi-
fiestheimportance of Idam in shaping Ma aysan society, whichismore than
60 percent Mudim. Although Idam plays a significant role in Malaysian
society, the country is multi-religious and practices religious tolerance.

The federd congtitution delineates the power of the federa and date
governments with regards to administering Idamic affairs. Each state gov-
ernment’s power is restricted to administering the Shari'ah and Idamic
affairs in its own particular state.® More specifically, the federal condtitu-
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tion’s ninth schedule states that, among other things, the administration of
Malay customs and state mosgues comes under the purview of the state gov-
ernments. Accordingly, each state has its own methods of administering
Idamic affairsand dealing with Maay customs. Consequently, thismay con-
tribute to the variations found in how the states implement and enforce the
Shari“ah and administer Idamic affairs.

ADMINISTERING |sLAMIC AFFAIRS. There are two important organs in each
dtate’'s administration of Idamic affairs: the Idamic Rdigious Council (IRC)
and the Idamic Rdigious Department (IRD). The IRC isresponsible for pol-
icymaking, and the IRD is responsible for carrying out the policies and pro-
ceduresfor developing and advancing Idam in each state. At thefederd level,
the Department of Idamic Development (JAKIM) coordinates the standard-
ization of each state’'s method of administering its Idamic affairs.

TheIRC isthe stat€' s highest authority with regardsto devising policies
to administer Islamic affairs. In addition, it promotes Idam’s devel opment
and advancement in each State and advises the state rulers on al aspects of
administering Idamic affairs. Apart from the key role of giving advice, most
IRCs are actively involved in economic programs designed to benefit the
gtate’'s Mudims. For ingtance, the IRC manages wagaf (endowment) prop-
erties. Asfor the zakah funds (wealth tax), most states have privatized their
management so as to be more efficient and effective in collecting and redis-
tributing these funds to the beneficiaries. For instance, the Selangor IRC
established the Selangor Zakah Centre to manage the zakah funds collected
on behdf of the state of Selangor. Other states (viz., Pahang, Kedah, and
Kdantan) ill collect and distribute the collected zakah funds through their
respective state IRCs.

The IRD is responsible for developing and advancing Idam in each
dtate. As regards administering Idamic affairs, the IRD plans, coordinates,
and executes Islamic programs and activities designed to develop and
advance Idam as outlined by the IRC. It also provides basic infrastructure,
such as primary- and secondary-level religious schools and mosques, to
serve the community. Generally, this department’s administration comprises
divisons entrusted with overseeing religious education, propagating Iamic
teachings, operating the Shari ah courts and the mosgues, as well as under-
taking appropriate research and devel opment activities.

As indicated earlier, because each sate administers its own Idamic
affairs and Malay customs, these practices tend to vary. To minimize such
variations, the federal government established the Idamic Affairs Division
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(now renamed JAKIM) in 1968. Its primary objectiveisto strengthen efforts
to develop and enhance the Mudims' achievementsin Maaysia. As a cen-
tral agency, it has also been tasked with enacting, standardizing, and coordi-
nating the Shari"ah’s implementation and enforcement as well as adminis-
tering the states’ Idamic affairs.

Mosgues and Internal Control

Inldam, al places of worship are called mosques. Theoriginal Arabic word,
magid, means*“aplacefor progration.” During thetime of Prophet Muham-
mad (pbuh),® this word referred to a house of worship, whether this was a
church, synagogue, or temple. However, today magid or mosque normally
refers to a place where Mudims perform their daily, congregational, and
weekly Friday prayers.

Although mosgues were initially meant for religious purposes, their
functions have evolved over time. For example, after Prophet Muhammad
(pbuh) established the Idamic gtate in Madinah, mosgues not only func-
tioned as places of worship but a so as administrative centers. Although they
no longer function in such a capacity, their role in shaping society continues.
InMalaysia, for instance, amosque servesasavehiclefor transforming gov-
ernmenta policies within the society. Programs and activities with an
Idamicinput are carried out in mosquesto ingtill and strengthen Islamic val-
ues among community members. Additionally, the proper management and
supervision of mosgues fecilitates their services to the community.

Generdly, Mdaysa's mosques can be categorized as state, didtrict,
garyah,” and private mosgques. While it would be interesting to study each
type, due to time and cost constraints we chose to study only the country’s
state mosgues. As this is an exploratory study and given that no published
studies examine the interna control systems of mosques, this choice is fit-
ting. Most importantly, given that state mosques are public-sector organiza-
tions, it would be useful to ascertain whether or not they have proper inter-
nal control procedures in place. Table 1 provides alist of West Mdaysias
state mosgues.

State governments manage state mosques through the relevant agencies
and aso finance their staff and operational costs. Any donations received
from the public are used to finance part of the mosque'sreligious and socia
activities. Although most state mosgues appoi nt mosgue committeesto man-
age their operations, such committees do not normally play an active role
when it comes to managing the mosques’ funds.
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Table 1: State Mosquesin West Malaysia

No. Sate Name of State Mosque

1 Perlis Masjid Negeri Perlis

2. Kedah Masjid Zahir

3. Perak Masjid Sultan Idris Shah 11

4. Selangor Masjid Sultan Salahuddin Abdul Aziz Shah
5. Negri Sembilan Masjid Negeri Negri Sembilan
6. Malacca Magid Al Azim

7. Johor Masjid Sultan Abu Bakar

8. Pahang Magjid Sultan Ahmad Shah ke 2
9. Terengganu Magid Abidin

10. Kelantan Masjid Muhammadi

1. Penang Masjid Negeri Pulau Pinang

12. Federa Territory Masjid Wilayah

MANAGING STATE MosqQues. Traditionaly, churches and other reigious
organizations are managed by people from diverse educational backgrounds
who have very little knowledge of management or accounting. These organ-
izations are run by governing boards or committees whose members do not
always know their responsibilities and who are often insufficiently informed
about the organizations.™ Perhaps the same can be said of mosques in
Malaysia. Here, two groups of people are entrusted with managing State
mosques. The first group consists of salaried individuals employed by the
government, namely, the mosgue's officers, who are generally appointed by
the IRD or the IRC. Usudly, these are the imam besar (chief deric), the
imam (cleric), the khatib (Friday sermon reader), the bilal (muezzin), and
the siak (mosque keeper) who, in generd, perform only religious duties. The
sole exception is the siak, who looks after the mosque's cleanliness. The
other officers are responsible for ensuring that the mosque’s programs and
activitiesare properly organized and other specific duties. The second group,
the mosgue committee, is comprised of religious officialsfrom both the IRC
and the IRD, as well as representatives from various government agencies,
who serve voluntarily.

Generdly, Maaysid's state mosgues are not autonomous with regardsto
managing their financid affairs. Their funds come from two sources. date
government allocations and public donations. Through interviews with the
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relevant officers, we ascertained that funds from donations constitute amere
10 to 20 percent of the funds received from the state government.”? The | at-
ter funds are used mainly to maintain the mosques and conduct religious
activities; public donations are used to finance some religious and social
activities that are not funded by the government. A good example of thisis
the mosgue-sponsored feast and prayers for those of its members who are
undertaking the haj.

Since the funds are derived from two different sources, the relevant
administrative procedures also differ. The tate IRD administers those funds
alocated by the state government, while the state mosque committee man-
ages the public donations. However, as R. K. Edwards suggested, it isvery
difficult for the religious organizations to implement the appropriate segre-
gation of duties and a proper system of interna controls, given their limited
funds.® This may, in turn, lead to a misappropriation of funds.

AcCOUNTABILITY. Given that the Idamic concept of accountability differs
from how this concept is generally understood in the West, it is necessary to
explore both of them before describing the internal control systems estab-
lished for mosque funds. In Idam, accountability is viewed from two per-
spectives: humanity’s accountability to God and humanity’s accountability
to other people (i.e, society). Furthermore, accountability is derived from
the concept of amanah (trust),** which, in turn, is related to another impor-
tant concept: khilafah (vicegerency). Thus, people worship God and fulfill
al of their duties as a khalifah (vicegerent). This may be regarded as their
primary accountability.

A secondary accountability is established through a contract among peo-
ple. More importantly, one's relationship with other individuals mirrorsone's
relationship with God. Simply put, one's transcendent accountability to God
isthe “vertical” accountability, and one’s accountability to other individuas
constitutes the “horizontal” or lateral accountability. Examples of the latter
include agency contracts between owners and managers, employers and em-
ployees, and superiors and subordinates® Additionally, khilafah entails the
understanding that the ownership of resourcesis an amanah from God. Thus,
any financia resources made avail able to a state mosgue' s management com-
mittee congtitute an amanah. In our study, the rel ationship that arises between
the fund providers (viz., the donors, the congregation, or the government)
and the state mosques' management committees are quite pertinent.

State mosques are funded by the state governments, except for the state
mosque of the Federd Territory (funded by the federa government) and
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Terengganu (funded by public donations). The State Treasury Department,
with the assistance of the respective IRD, manages the funds of dl state
mosques funded by the various dtate governments. Accordingly, State
mosque committees are only responsible for managing public donations.
Therefore, their interna control systems conform to the financial manage-
ment procedureslaid out in the TIs as regards preparing annual budgets, dis-
bursing funds, and reporting activities.® Another important point that needs
to be emphasized here isthat funds allocated to state mosques are based on
requests made by these mosques.

Given that state mosgues receive thar funds from the state govern-
ments, mosque committees are not directly involved in financial manage-
ment. In fact, the financial controls related to budgeting and documenting
thefunds' disbursement are handled by the relevant IRD. Similarly, the state
treasury handles such other activities as accounting, recording, and report-
ing on the funds' disbursement.

Funds collected from the public are generdly placed under the individ-
ual mosque committee's purview, which functions as the funds' trustees and
has full authority to manage public donations. However, exceptions do
occur. For example, the state mosques of Sdangor and Kedah are only
responsiblefor collecting public donations; their disbursement is handled by
the state IRC. In this case, the state IRC acts as the funds' trustee.

INTERNAL CoNnTROLS. As aluded to earlier, one possible reason why fraud
and misappropriation of fundsoccur is poor (or the lack of) internal controls.
A proper interna control system ensures that the organization’s managers
would utilize the financia resourcesin away that will safeguard the inter-
ests of the donors and/or contributors. The Treadway Commission’s Com-
mittee of Sponsoring Organizations defines interna control as “a process,
effected by an entity’sboard of directors, management, and other personnd,
designed to provide reasonable assurance over the achievement of objec-
tives regarding effectiveness of operations, reliahility of financial reporting,
and compliance with applicable laws and regulations.”*

However, religious organizations appear to lack expertisein and commit-
ment to proper internd control practices.® Furthermore, previous studies
have suggested that the lack of regulations and a proper code of conduct as
regards accounting and financial management practices in churches (and
other religious organizations) has contributed to their inefficiency.® J. B.
Duncan and D. L. Flesher claimed that fraud and embezzlement are becom-
ing more common in western church ingtitutions.® For example, the VA
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Sreet Journal reported that Roman Catholic priests and diocesan administra-
tors misappropriated more than $3.5 million within three years. Although
churches and other religious organizations are built on the concepts of trugt,
honesty, and truthful ness,* the ubi quitous fraud and embezzlement that occur
within them indicates a need for ingtituting a good internal control system.

P. Booth further claimed that the lack of commitment to accounting and
other management practicesin churchesis partly dueto the division between
the “secular” and the “sacred.”# Accounting and interna control procedures
areregarded as secular activitiesand, therefore, as secondary to sacred activ-
ities. Prior studies examining internal control procedures in western church
organizations have identified various factors that can explain the lack of
internal control systems in such organizations.® G Woodbine and J. B. Dun-
can, D. L. Flesher, and M. H. Stocks argued that the degree of resstance to
internal control systems, aswell as areas of emphasis in controls, are influ-
enced by the church’s denominationa affiliation. Woodbine posited that
the controls’ effectivenessis also influenced by such socioeconomic factors
as funding capacity, membership size, and staff demographics.® Similarly,
Duncan, Flesher, and Stocks suggested that the design of the specific
church’sinternd control system depends upon the number of members and
its governing rules.®

Thefinancid resources of West Malaysid s state mosgues are generally
in the form of cash. Given that cash is most susceptible to theft and fraud, it
is important that state mosques ingtitute proper internal control systems to
minimize losses More specificdly, those systems related to receiving
income should include physical custody, segregation of duties, authoriza-
tion, recording of transactions, and periodic reconciliation of the funds.

In order to have adeguate internal controls on the disbursement of funds,
al payments (except those from the petty cash fund) should be made by
check, as this provides a written record of each disbursement. Every trans-
action should also be verified, approved, and recorded before the check is
issued. However, minor expenditures and payments in cash, made from the
petty cash fund only, are acceptable. Given that cash is very susceptible to
fraud and theft, the internal control system related to its di sbursement should
include physical custody, segregation of duties, authorization, recording of
financid (cash) transactions, and periodic reconciliation.

Data Collection and Analysis

The data collection involved three stages. Initial telephone interviews were
conducted to inquire about the nature of and parties involved in the finan-
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cia administration of the twelve state mosques. We communicated with
each one's imam besar or office administrator. These officers were able to
provide most of the information we requested about the mosque's financial
adminidration. During this initial stage, we discovered that two State
mosques were not involved in administering the mosque funds — one
mosque did not collect any donations from the public, while the other
informed us that the state’'s IRD managed the donations. Accordingly, we
excluded them from our study. Thus, our final sample consists of ten State
MOSqUES.

The second stage of data collection consisted of mailing out the ques-
tionnaire to these ten mosques. The second author personaly collected the
guestionnaire from eight of the ten mosgues. Due to time and financia con-
straints, we decided not to visit the state mosgues of Johore and Malacca, but
to conduct telephone interviews with the appropriate officers. The inter-
viewswere not designed to ask follow-up questions from the questionniare.
However, given that the second author personaly collected the question-
naire, it was agood opportunity for usto ask the officers how they perceived
the issue of accountahility. More specificaly, we wanted to examine if,
indeed, adistinct divide existed between the secular and the sacred readms.
Interestingly, al of the officers interviewed talked about accountability to
God, besides their accountability to the government and the congregation.

During our dte vidts, we clarified questions that the respondents had
found hard to answer and sought further clarification on general issues that
may provide further ingght on the mosque's interna contral systems. In
addition, these visits were invaluable in terms of confirming the respon-
dents answers. For example, we observed that the donation boxes were
properly secured and that al checks were put in locked drawers.

RESEARCH INSTRUMENT. The questionnaire was composed of two parts.
Part 1 focused on generd information, such asthe staffing of state mosgues,
existing committeg(s), sources of funds, and the availability of written
financial procedures. Part 2 concentrated on our research objectives: the
internal control systems related to receiving income and disbursing funds.
Two types of questions were designed to obtain this data. The first s,
which focused on control systems, required respondents to check either
“YES’ or “NO” in the boxes provided. The second set of questions, which
was designed as a very smal part of the overall questionnaire, sought to
obtain additional information on the control systemsin place. In fect there
were only two-open ended questions pertaining to cash receipt and dis-
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bursement.® The questions on the internal control systems for cash are
found in tables 2 and 4.

The questionnaire was adapted from audit working papers on internal
control systemsfor cash. Accordingly, the questionnaire' sreliability may not
be a serious issue. However, apilot study was doneto test its validity. Given
that the questionnaire was sdlf-administered, the issue of “readability” may
also not be a problem, as the second author was on hand to clarify al of the
respondents’ questions.

ResuLTs. Given that the ten state mosques congtitute amost the entire pop-
ulation of West Maaysia's state mosques, advanced statistical analysis was
not undertaken. Only a descriptive analysis was performed. To preserve
anonymity, we assigned each mosque a letter (from A to M). Theresults are
summarized using frequency distribution tables. In analyzing the results, we
first tabulated the number of mosques that answered “YES’ to a particular
control (see tables 2 and 4). In order to examine the extent to which each
mosque had ingtituted an internal control system for the receipt of income
and the dishursement of funds, we tabulated the resultsfor each mosque (see
tables 3 and 5). The average (AVE), discussed below, was then calculated
and compared with the controls prevailing in each state mosgue. Those
mosques that had tighter controls performed better than the AVE.

RecelpT OF INCOME. The important control systemsfor recelving income are
physica custody of the funds, segregation of duties, and recording (seetable
2, panels A, B, and C).® Physical custody is divided into three stages: col-
lection, banking-in, and “ safekeeping.” Questions 1, 2, 4, and 5 are internal
controls related to the collection stage; questions 8, 9, and 10 are internal
controls for “banking-in"; and questions 11 and 12 focus on the “ safekeep-
ing” aspects. Astable 2 indicates, nine of the ten state mosques have finan-
cia control systems for collecting and safekeeping funds.

At the collection stage, three control systems are implemented in al of
the ten state mosques: collection boxes are seded or locked, they can be
opened only in the presence of at least two persons (minimizes the chances
for theft or fraud and provides an additiona check), and collections are
counted as soon as the collection box is opened (adelay may lead to theft or
fraud). However, there were instances where collections were not banked on
the next working day, as stipulated in T1 no. 78.* Such a delay may expose
the money collected to opportunities for theft and misappropriation. Further-
more, only six of the mosques deposited the collections in the bank intact;
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Table 2: Internal Control on Receipt of Income

No. Controls No. of state % of Fre-
mosguesim-  quency
plementing
the control

Panel A: Physical Custody
1  Collection: Are al collection boxes sealed or locked? 10 100.0
2 Areall of these boxes opened regularly? 9 90.0
4  How many people are present during

the opening of the collection boxes?

i. One person 0 0.0
ii. Two persons 10 100.0
iii. More than two persons

5 Isthe counting of money from collection boxes 10 100.0
done promptly once opened?

8 Bankingin: Are all monies received through public or congre- 7 70.0
gational donations banked at least on the next working day?

9  Areall incoming monies banked intact? 6 60.0

10 Do you use incoming monies not deposited in the bank to 5 50.0
pay any expenses (i.e without banking-in first)?

11 Safekeeping: Are dl cash/cheques received placed in a safe 9 90.0
place (e.g safe, locked box or locked drawer) if it cannot be
banked on the same day?

12 |saccessto the safe/locked box limited to authorized 9 90.0
person(s) only?

Panel B: Segregation of Duties
6 Isthe counting the money from collection boxes done by adiffer- 7 70.0
ent person from the person who makes entries in the cashbook?

Panel C: Recording of Transactions

3 Recording: Doesthe mosque maintain a cashbook for 10 100.0
cash/cheques received?

13 Arechecks conducted to ensure the incoming receipts 7 70.0
are recorded regularly?

14 Veification: Are cash/cheques recorded in the cashbook 8 80.0

verified with the bank pay-in dipsregularly?
15 Arethe pay-in slips and/or cash receiptsrecorded in the
cashbook verified with the relevant bank statements? 8 80.0
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the others used part of the money to meet small cash expenditures dueto the
absence of a petty cash fund.

On the segregation of duties, seven state mosgues assigned different
peopleto count and record the collectionsin a cashbook. The absence of this
control system in the other three mosques was due to a shortage of staff.
However, discussons with the relevant personnel revealed that this was
actudly the result of a lack of sufficient knowledge concerning the impor-
tance of therelevant interna control systems. Thisappears morelikely, since
state governments normally do not turn down requests for funds to engege
more staff and thus institute proper interna controls.

The proper recording of financial transactions is necessary, for it pro-
vides aproper audit trail. Ensuring the accuracy of the recorded transactions
also means that the recorded transactions have to be verified, an equally
important task. Accordingly, the recording aspect includes verifying the
transactions. Questions 3 and 13 are related to recording financial transac-
tions; questions 14 and 15 arefor verification controls. Ten of West Malay-
sa’'s state mosgues recorded their financial transactionsin the cashbook, but
only seven of them conducted spot checks to ensure that dl financia trans-
actions were recorded on aregular basis. One problem that may arise when
therecording of financia transactionsis delayed isthat the transactions may
not be recorded at al. Subsequently, this will lead to theft or the misappro-
priation of funds. As for the verification controls, eight state mosques both
recorded and verified the recorded transactions on income receipts.

Table 3 shows the extent to which each mosque instituted internal con-
trols for recelving income. As dluded to earlier, the overdl average (AVE)
was then caculated as follows: “AVE = (Totd score of controls actualy
implemented divided by Total score of controls that should be implemented)
x 100.”%

Table 3: Internal Control on the Receipt of Income for Each State Mosque

State Mosques Controlsfor % of State Mosques  Controls for % of

Each Mosque Scores Each Mosque Scores
(Max = 14) (Max = 14)

A 1 786 G 10 714

B 12 85.7 H 14 100.0

C 1 786 J 13 92.9

E 10 714 K 14 100.0

F 10 714 L 1 78.6

Total: 116

AVE-| = (116/140) x 100 = 82.8%
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On average, West Malaysia's state mosgues implemented 82.8% of the
control procedures related to income received. Four of them, namely, B, H,
J, and K, implemented more than 85% of the control systems, and the rest
implemented more than 70% of the control systems.

DisBurRsEMENT OF Funps. The internd control system related to disbursing
funds is divided into three activities: authorization, segregation of duties,
and physical custody. As table 4 shows, all state mosques use payment
vouchers to authorize each disbursement. However, these documents vary
from one mosgue to another and depend upon the type of payment, as not
al documents are common for al payments. For example, a quotation is
only required to support payments above a certain amount. In other
instances, acknowledging deliveries was simply recorded on the invoice
rather than on a separate ddivery note or order.

Table 4: Internal Control on Disbursing Funds

No. Controls No. of state % of Fre-
mosgues imple-  quency
menting the

control

Panel A: Authorization
1  The payments are supported by documents such as:

i Quotation 7 70.0
ii. Purchase order 7 70.0
iii. Invoice 9 90.0
iv. Delivery note/order 6 60.0
v. Others:

2 Arepayment vouchers prepared when 10 100.0
making payments?

6  Arethereany limitsimposed on payment approvals 5 50.0
at various levels of the committee members/staff
of the mosque?
Panel B: Segregation of Duties

3 Isthe person preparing payment vouchers differ- 9 90.0
ent from the person preparing cheques?

4 Isthe person preparing payment documentation 9 90.0
different from the person signing cheques?

5  Isthe person approving payments different from 9 90.0
the person preparing cheques?

Panel C: Physical custody
12 Are chequebooks kept in a safe place? (e.g safe,
locked box or locked drawer) 10 100.0
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However, it is surprising to note that in one state mosque an invoice was
not always a mandatory supporting document for making a payment. In that
particular case, the mosque's managers alowed the staff to advance pay-
ments to suppliers and present clams for reimbursements a a later date.
Only five state mosques imposed limits or thresholds concerning payment
approvals to authorized personnel. Based on persond discussions with the
relevant state mosque officias, the absence of this control was found to be
due to the limited number of staff available to handle financial transactions.
Furthermore, nine state mosques segregated duties when making payments.
Additiondly, dl state mosques kept their check books in a safe. However,
we found that some mosques did not restrict access to the safe only to
authorized staff.

Table 4 presents the extent to which each mosque ingtituted interna con-
trol systems for disbursing funds. Overall, it appears that West Maaysids
state mosgues have strong interna controls when it comes to disbursing
funds The average of 77.3% testifiesto this. Three state mosques, F, Jand K,
appeared to have implemented all control procedures for disbursing funds.
However, one state mosque implemented less than 50% of the control sys-
tems that it should have ingtituted. This particular mosgue clamed that a
shortage of human and financia resources was the primary reason for this.
However, wefail to undersand how a state mosque, which can request funds
from the state government, could cite such a reason to justify its dismal per-
formance as regardsits internal control system related to disbursing funds,

Table5: Internal Control on Disbursing Funds for Each M osque

State Mosques Scores on Financial Controls % of Scores
of Disbursements of Expenditure
(No. of Control Proceduresis 11)

454
63.6
81.8
63.6
100.0
81.8
63.6
100.0
100.0
72.7
77.3

rXoeIOmmOm@>

[ R o P
RopbREv~oR~o~Nu

Total

AVE-Il = (85/110) * 100 = 77.3%
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Conclusion

To some extent, the results suggest that Maaysia's state mosgues have imple-
mented a proper system of interna controls to safeguard their assets (funds).
The findings provide some indications as to the security of the public dona
tions (sadagah) made to West Malaysias state mosques. The existence of
adequate internal controls indicates that their management committees take
their duty to safeguard the public monies entrusted to them quite serioudly.
The existence of such controls also provides assurance that public moniesare
used and accounted for properly.

Given that the state government uses TIsto dictate how funds are to be
recorded, these results are to be expected. However, just because these Tls
exist does not necessarily mean that they are followed strictly, particularly
since public donations are not required to follow them. Thisis evidenced by
the lessthan-satisfactory performance of one state mosgue (pertaining to
internal controls on disbursing funds). But since thisis the exception rather
than the norm, the government may well feel some assurance that the funds
allocated to state mosques are, indeed, well controlled. Overall, it is reassur-
ing (to the state government and the public) to know that TIsare actualy fol-
lowed by the respective state mosques. Particular attention, however, needs
to be given to the banking-in procedures. Severa state mosques did not bank
the collection on the same day, or &t least on the next working day. Some of
the mosgues even used the collection to meet other expenses before banking
the receipts.

The results of our study are somewhat interesting when compared to
previous studies on interna control systems in churchesin the West and in
other religious organizations. Prior studies on churches have found that they
regard accounting as a secular activity, which accountsfor the distinct divide
between secular and sacred activities. However, our study provides some
support for the statement that I9am does not separate these activities. This
isseen clearly in our informal interviews with mosque officials, dl of whom
indicated that their ultimate accountability isto God. What is pertinent here
isthe Idamic concept of accountability. While theindividua (and by exten-
sion, the committee) is accountable to God, he/she is aso accountable to
other individuas, for his/her relationship with other individuals mirrors his/
her relationship with God.

The results should be interpreted in light of two important limitations.
Thefirst isthe assumption that all control systems are equally important to
al state mosques. A more informative result would be achieved if each
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interna control procedure were to be weighted according to itsimportance.
The second pertains to the scope of the research. The study was limited to
West Malaysia's state mosques, as we did not examine internal control sys-
tems in their East Malaysian counterparts. Additionaly, our study was
designed as an exploratory examination of the internal control system per-
taining to receiving and disbursing funds collected by the country’s state
mosques. Future studies that include more background detals of the
mosques under study, including data about the number of employees, aver-
age annua funds received and disbursed, and the percentage of funds
received from government and public donations, all of which were not col-
lected in this study, will provide more insight into why certain mosgues
have poor interna controls.

Other pertinent areas worthy of study are the mosques budgetary con-
trol procedures aswdl as the internal control systems found in private, dis-
trict, and/or garyah mosgues. Examining the internal control procedures of
such other Idamic organizations as zakah management centers, wagaf insti-
tutions (endowment funds), and the baitul mal (the treasury) would aso be
fascinating, given that such organizations are entrusted with managing pub-
lic monies. In addition, analyzing internal control procedures via a qualita-
tive approach would give us a more accurate and fuller picture of what is
actudly going on in these mosques. Mogt importantly, the results of our
study may provide an important platform upon which such studies can be
based.
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