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19™ INTERNATIONAL SCIENTIFIC CONGRESS pite ol calgul crololl 1oigoll
WEDNESDAY 26 AND THURSDAY 27 NOVEMBER 2014 [ 1€ )100qi/ cilUl (it TVg T 1 ywoedJig closll
PHOENICIA HOTEL / BEIRUT - LEBANON Ol — Uguu / Ui §iio

AUDIT COMPLEMENTARITY EFFECTS ON BUSINESS Jlocll cale b1l cao Jolall it

Wednesday November 26, 2014 YoV g AL G il YT o Loy ¥
Registration and welcome coffee L5 3443 Jumotl | 9:30-8:30
Opening Session Cl:a’s‘zll Lials
* National Anthem P L { R 9N { W
« Lebanese Music Lol ausgs ©
* Address of the Congress Secretary General, Dr. Daoud Youssef Sobh o canugy 39913 HgiSull a3l ‘aLg g_m;l S e 10:30-9:30
* Address of the International Federation of Accountants Representative rlmall Sloudl sLi¥l fias 30IS @
+ Address of the World Bank Representative ol clidl fian dalS @
+ Address of the LACPA President, Mr. Elie Abboud Sgue bl ¥ g2 Ot drul=tl ol ys Codv diS @
+ Address of his Excellency, Prime Minister of the Lebanese Republic, Mr. Tammam Salam ‘:)Lu ‘QLQS sl 10051 Galome ) Ago pa33ll el dalS @
Opening Exhibition o=l 7Lzsl | 11:00 - 10:30
Open Panel on the Concept of Audit Complementarity, Legal, Financial and Accounting Perspectives Acculdlg Adlllg 0 LY gl (po GBI 2 JolSiY | aggan J g A gion G Al
: 12:30 - 11:00
Objective: This panel aims to gather various views and opinions of regulatory bodies on audit activities Aula ) el i cilgagg syl e g ALYy Gl Jleel 2 Jalsall Alall el 3 cilisg!! FYVERNENERI RN PRV RVAEN V)

Break and Exhibition U pang dx il

1:00- 12:30
Practical Presentation S o e
First Working Session: Impact of Laws, Regulations and Standards on Audit Complementarity GBI JolSG 2 ,ulallg cnilgally Aol ¥ ,als :‘,ij Joatl Al
 _ .. X X . . , — 2:30 - 1:00
oo:ii(;tl;lﬁa;[:idsizi:; zlrrzstit:e:etermlne the correlation between legal requirements and international standards, and its impact 2405,15 .ol JL‘J e ausﬂ':;bﬁ Blartl el olah il gl ity mgem AS Ty e 6 ote el o2a CJJ“:‘ gl
LACPA Announcements dolsvdb=a | 3:00-2:30
Lunch slue | 4:15-3:00
Auditing on Financial Statments : Book Signing, 2nd Edition Dr. Daoud Youssef Soboh & Mr. Bassam Sobh o ﬁLu:. skl o Canagy 39910 HgiS ) = A0 Aads — LI £ ) - 20U ULl 3805 10l ags 4:15
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19TH INTERNATIONAL SCIENTIFIC CONGRESS
WEDNESDAY 26 AND THURSDAY 27 NOVEMBER 2014
PHOENICIA HOTEL / BEIRUT - LEBANON

AUDIT COMPLEMENTARITY EFFECTS ON BUSINESS

Thursday 27th, November 2014

pite ol c)gVl crolell 1oigoll
[ 1€ )100qi/ cilUl (it TVg T 1 ywoedJig closll
Ul — Ugpu / Ly o §aio

Jlocll cale b1l cao Jolall it

YoV E S GBS YV untaded |

Morning Coffee rhuallzsga | 8:30-8:00
Second Working Session: Audit Complementarity, the Supervisory Bodies’ Perspective A9 ,al Oliglpggan 2. GBI 2 JolSd A0l Joall Al
I ; ; ; , , ; . 10:00 - 8:30
Objective: This session communicates the Lebanese experience and the experiences of other Arab and foreign countries on the R X 2
4,50 il 303! =) ; ALasYlga | | Ly Olad &y daltl o1 3 caagdl
T e 8 il el ol Gd) 2 JalSill aggde 2. 3uin Vg A pall Joadl aany colands Olid & pad Aualanl ol 7y ot 1 by
Break and Exhibition U pang dx il
10:30 - 10:00
Practical Presentation (A (y s
Third Working Session: Audit Complementarity, the Regulatory Bodies Perspective Al Oligll pggan 2 GBI 2 JolsTll - LILT ! foall Al
11:45 - 10:30
Objective: This session discusses the Lebanese and foreign experience of the Audit Complementarity from the regulatory bodies’ perspective bl gl gt Gduadl 2 Jal<at! pogan 2 A yall Joudl (s Coplani GLLS & jod Aot 004 - 5l Bl
LACPA Announcements awlsiilhes | 12:15-11:45
Break and Exhibition U ang dxl il | 12:30 - 12:15
Fourth Working Session: Quality Control and Peer Review Programs sdaid Aaon | yo rals a9 2o 931 A0L8 31 rals oy sAanl 3T Joadf Aculs
Objective: This session sheds light on the quality control and peer review programs in Lebanon and calrifies the experiences of Ao | o el g e gl 15 )11 &y’ay%%;}?b A yall Jodl (o cgaall s laiy Olind & yond Aot o -yl 1 B gl 2:00 - 12:30
other Arab and foreign countries on this issue subat!
Lunch slue | 3:30-2:00
Fifth Working Session: Corporate Governance, the Public Sector and Private Sector polatiellaalig alall eliadt A%n 2 4eS gont | s duwalind! foaltl Gl
Objective: Thi§ session is composed of two parts, (l)n the thgmes gf corporat§ governance in the public and the private s'ector. Ol daly s aadaill 55 1 Lg3a 7 ko aladl g Laill 2 8 Syl pguinga S (ptansd (1] ualondl o3 6 @uud b gll 5:30 - 3:30
Moreover, it discusses the regulatory role of the Audit Bureau in setting a certain structure for corporate governance of public ad- Lot 3 - ‘ C Gl o Lzl 2 5 and] LS talall 35109 ZaSen 3 © 3 Lot : :
o . . FRRE i<
ministration. On the other hand, this session communicates the evolution of the corporate governance experiences in the private = > 048 C)Jm =os ¢ T 5}{ @m{ﬁ C’JA:' f) 23 = f_u) T
Coffee Break 39gd dxlmul | 6:00-5:30
Congress Recommendations and Conclusion ol alisly oluagitl oMel | 6:30 - 6:00
Gala Dinner e )S59 ranay sLiie -9:00
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International ) Eifth Avenise [
Federation T+ 1217 286-9349 F+1
of Accountants® wwrwifacorg

Message from Olivia Kirtley, President
International Federation of Accountants
On the Occasion of
Lebanese Association of Certified Public Accountants
19t International Congress
“Audit Complementary Effects on Business”
November 26-27, 2014

On behalf of the International Federation of Accountants (IFAC), its Board, and its more than 175
members and associates in 130 countries, | want to congratulate His Excellency, Prime Minister Mr.
Tammam Salam, and the Lebanese Association of Certified Public Accountants (LACPA) for hosting the
19t International Congress in Beirut.

LACPA plays an integral role as the regulating body for the auditing profession in Lebanon while
dedicating itself to preserving and promoting the interests of its members and the greater accountancy
profession. Guided by professional competence, integrity, and objectivity, LACPA continues to serve as a
strong advocate for its members, engaging in professional and public policy issues where the experience
and expertise of CPAs is relevant.

Reflecting IFAC’s commitment to “strengthening organizations, advancing economies,” LACPA has
dedicated itself to serving the public interest, enhancing the transparency and integrity of the nation’s
accountancy profession, and acting as a valuable resource for its member so they can thrive in a dynamic
and rapidly changing environment.

| commend LACPA and its members for their efforts to strengthen and sustain the profession in Lebanon
as well as globally through its affiliations with IFAC. | wish all of you great success during the LACPA 19t
International Conference.

Sincerely,

Ak ST
fe;{,...,._':&ij:_-'fn-sﬂr_-;
L
Olivia Kirtley
IFAC President
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PAY
ANYWHERE
ANYONE
ANYTIME

PinPay is a mobile payment app, allowing users to pay their
bills, pay a person, purchase tickets and vouchers, recharge
their internet accounts, mobile phones and much more!

X pinpay

everything

Go to our website to see the full list of services that we offer.
Register to PinPay today and start PinPay-ing!

CEEED EE

www.pin=pay.com
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Auditing Leadership

Written by Brian Kush, an experienced coach and CPA who
has worked with thousands of auditors, Auditing Leader-
ship: The Professional and Leadership Skills You Need,

might be the only book of its kind, brimming with practical
tips, insights, and ideas on becoming a leader in completing
audits, in the audit profession, and in the auditor’s life.

Auditors review companies' financial records in-
cluding taxes, receipts and purchase orders. They
scrutinize financial statements to make sure all the in-
formation is accurate and complies with laws and stan-
dards. For many auditors the job has become one of
ever greater demands.

Every business has become a service business and all
companies are becoming customer service companies.
In addition to increasing complex work demand, auditors
must retain client relationships, build new business, and de-
velop their personal brands all while flawlessly executing
their core job.

With high levels of stress and falling job satisfaction, today’s
auditors are in search of both professional and leadership
skills. Auditing Leadership: The Professional and Lead-
ership Skills You Need provide a comprehensive list and
discussion on an individual auditor's leadership and organi-
zational skills. It includes practical tips, ideas, and insights
on becoming a better leader in the audit profession.

As technical guidance dominates the average auditor's li-
brary, this is the first book created for auditors that solely
focuses on the "soft-skills" needed to excel in planning
and completing audits, and becoming a leader in the au-
dit profession. Auditing Leadership shows readers how
to become a better leader and the practical skills to excel
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in auditing, including client service and client management,
effective time management, personal branding, supervisory
tips and communication skills...

In a book divided into six main topics of 21 chapters, we
move from networking skills to time management and per-
sonal productivity skills. We discover that not all routines
are destructive, in fact, we learn how to identify Proactive,
Healthy Routines.

From networking to e-mail, from team-building to selling
yourself, the writer shows us how to create a well-organized
and effective working life.

The thought-provoking part in this book is the communica-
tion skills issue. Interesting to distinguish the difference be-
tween advice giving and advice receiving. Giving an advice
or a recommendation is not an easy task. Discover how to
transmit a reflective and productive advice.

The skills discussed in this book are centered on the
career of auditing, but they can be leveraged in many
aspects of life. Author and audit professional, Brian
Kush believes becoming a better leader does not per-
tain only to circumstances of leading a team; it pertains
to everything from “leading” a family to working alone
or working with a large group of people.
Hania Zeidan
LACPA
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IFAC and CIPFA Release Important New Framework for Good
Governance in the Public Sector

July 23, 2014

he International Federation of Accountants® (IFAC®)

and the Chartered Institute of Public Finance and Ac-
countancy (CIPFA)' have together developed the Interna-
tional Framework: Good Governance in the Public Sector,
to encourage more effective public sector governance.

Over the past few years, governance in public entities has
become a pressing issue gaining greater exposure as a
result of the financial and sovereign debt crises and a con-
stant stream of governance failures, including nepotism,
inefficiency, corruption, and poor financial management.

In response, the Framework encourages better governed
and managed public sector entities by improving how
they set and achieve their intended outcomes. Enhanced
stakeholder engagement, robust scrutiny and oversight of
those charged with primary responsibility for determining
an entity’s strategic direction, operations, and account-
ability leads to more effective interventions and better out-
comes for the public at large.

“Public sector governance must focus explicitly on sus-
tainable economic, social, and environmental outcomes,
and this publication is unprecedented in highlighting the
central role that outcomes and the public interest should
play in the processes and structures of public sector gov-
ernance,” said lan Ball, Chair of CIPFA International. “Our
focus on sustainability is also especially important as pub-
lic sector entities, from local councils to national govern-
ments, must consider the long term impact of their cur-
rent decisions, especially in safeguarding the interests of
future generations.”

Increased focus on the critical role that good governance
plays in the public sector has been an all-too-recent de-
velopment. Growing awareness of the substantial role of
poor public sector governance in the sovereign debt crisis
and other public sector failures has made the appropriate

1- About CIPFA

application of governance standards and arrangements
more pressing than ever.

On the launch of the Framework, IFAC CEO Fayez
Choudhury said, “Good governance in the public sector
requires an eye to the future, transparency, and account-
ability—principles that IFAC has consistently promoted,
in particular with respect to the effects they have on the
capacity to attract capital, global financial stability, and
long-term sustainability. While adopting the International
Public Sector Accounting Standards (IPSASs) is a critical
step, improvement of other governance arrangements is
essential if governments worldwide are to be successful
in the sustainable development of our economies and so-
cieties.”

Good Governance in the Public Sector establishes good
practice principles for the fundamental aspects of public
sector governance. The Framework also facilitates the
review and update of national governance codes for the
public sector and, where specific principles and guidance
do not already exist, stimulates improvement.

The ideas and insights outlined in the Framework, which
includes a foreword from Mervyn King, Chairman of the
International Integrated Reporting Council and author of
the King Report on Governance for South Africa, were
developed using a wide-ranging literature review and in
consultation with an International Reference Group. The
Framework is useful for all those specifically involved with
governance, including governing body members, senior
managers, and internal and external auditors. Further-
more, this Framework provides the public with a resource
to challenge substandard governance practices in public
sector entities.

A digital version of the report can be found at on
the IFAC and CIPFA websites.

CIPFA, the Chartered Institute of Public Finance and Accountancy, is the professional body for people in public finance. Our 14,000 members work
throughout the public services, in national audit agencies, in major accountancy firms, and in other bodies where public money needs to be effectively
and efficiently managed. As the world’s only professional accountancy body to specialise in public services, CIPFA's portfolio of qualifications are the
foundation for a career in public finance. Globally, CIPFA shows the way in public finance by standing up for sound public financial management and
good governance. We work with donors, partner governments, accountancy bodies and the public sector around the world to advance public finance

and support better public services.
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IFAC NEWS

August 14, 2014

he International Ethics Standards Board for Accoun-

tants® (IESBA®, the Ethics Board)' today released
for public comment the Exposure Draft (ED), Proposed
Changes to Certain Provisions of the Code Addressing
the Long Association of Personnel with an Audit or Assur-
ance Client.

The proposals respond to stakeholder concern about the
appearance of independence and the need to ensure that
the threats created by the long association of audit firm
personnel with an audit client are appropriately addressed
on all audit engagements.

"The IESBA has not received evidence that the current
provisions in the IESBA Code™ addressing long associa-
tion, including partner rotation, have not been working ef-
fectively in practice," notes interim IESBA Chair Wui San

Ethics Board Proposes Strengthened Auditor Independence Standard
Addressing Long Association in Ethics Code

Kwok. "However, developments in key jurisdictions and
substantive stakeholder feedback indicate that expec-
tations are shifting on what are considered acceptable
safeguards to effectively address long association risks.
The IESBA is responsive and is proposing to strengthen
certain safeguards in the Code, such as the engagement
partner ‘cooling-off’ provisions, to ensure continued public
confidence in the independence of the audit process."

Among the proposed changes are:

e Strengthened general provisions applicable to all
audit engagements regarding the threats created
by long association;

o With respect to partner rotation, an increase in the
mandatory “cooling-off’ period, from two to five
years, for the engagement partner on the audit of a
public interest entity;

1- About the IESBA

The International Ethics Standards Board for Accountants (IESBA, the Ethics Board) is an independent standard-setting board that develops and is-
sues, in the public interest, high-quality ethical standards and other pronouncements for professional accountants worldwide. Through its activities, the
1IESBA develops the Code of Ethics for Professional Accountants, which establishes ethical requirements for professional accountants. The structures
and processes that support the operations of the IESBA are facilitated by IFAC. Please visit www.ethicsboard.org for more information, and follow us

on Twitter @Ethics Board.
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e Strengthened restrictions on the type of activities
that can be undertaken with respect to the audit cli-
ent and audit engagement by any former key audit
partner during the cooling-off period; and

e A requirement to obtain the concurrence of those
charged with governance regarding the application
of certain exceptions to the rotation requirements.

The Ethics Board is also proposing strengthened provi-
sions in Section 291 of the Code dealing with assurance
engagements.

“The issues that the board considered are complex and
interconnected, particularly given that knowledge of and
experience with the audit client and its business are impor-
tant contributors to audit quality,” noted IESBA Technical
Director Ken Siong. “The proposals reflect extensive and
careful board deliberations into the options, weighing audit

IFAC NEWS

quality, cost, and practicality considerations.”
The development of the proposals was informed by
wide-ranging research, which included a benchmarking
exercise of jurisdictional requirements, stakeholder out-
reach, and a survey that yielded more than 400 respons-
es from standard setters, audit committees, regulators,
and firms.

How to Comment

The Ethics Board invites all those with an interest in inter-
national ethics standards for the accountancy profession
to respond to the Exposure Draft. To access the ED and
submit a comment, please visit the Ethics Board’s website
at www.ethicsboard.org. Comments are requested by No-
vember 12, 2014. The Ethics Board encourages national
and regional professional accountancy organizations to
share the ED and encourage participation from their mem-
bers and employees.

IAESB Adopts 2014-2016 Strategy to Support Revised International

Education Standards
August 13, 2014

he International Accounting Education Standards

Board™ (IAESB™) has issued its 2014-2016 Strategy
and Work Plan, which focuses on supporting the adoption
and implementation of International Education Standards™
(IESs™). This work will: assist International Federation of
Accountants® (IFAC®) member bodies, regulators, em-
ployers, academics, and students; improve the quality of
professional accounting education worldwide; and enhance
the competence and judgment of professional accountants.

In upholding its public interest mandate, the IAESB is pur-
suing the following strategic initiatives:

e Promulgating a series of high-quality standards
and other publications reflecting good practice in
the education, development, and assessment of
professional accountants;

e Promoting the adoption and implementation of the
IESs;

e Developing education benchmarks for measuring
the implementation of the IESs; and

o Periodically reviewing the need for further revisions
to any of the IESs, or for developing additional
standards.

“By continuing to enhance standards in international ac-
counting education, we are contributing to the improve-
ment of the professional competence and skills of profes-
sional accountants,” said IAESB Chair Peter Wolnizer.
“The aim of the2014-2016 IAESB Strategy and Work
Plan is to support the development of high-quality profes-
sional education programs by providing guidance to imple-
ment the existing requirements.”

As a result of these strategic initiatives, the IAESB has
identified the following work priorities:
e Setting and maintaining the IESs and considering
the need for additional IESs;
e Supporting adoption and implementation of the re-
vised |IESs; and
e Assessing the impact of the IESs by conducting a
baseline study and a post-implementation review.
The direction of further 2014-2016 activities will be based
on the results of these three work priorities, Prof. Wolnizer
explained.

The 2014-2016 IAESB Strategy and Work Plan can be
downloaded from the IAESB site: www.iaesb.org.
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IFAC NEWS

September 18, 2014

he International Public Sector Accounting Standards

Board® (IPSASB®)' has approved its Conceptual
Framework for General Purpose Financial Reporting by
Public Sector Entities (the Conceptual Framework).

The Conceptual Framework establishes the concepts that
will guide the IPSASB’s approach to standard-setting and
guidance. It addresses concepts applicable to both pub-
lic sector financial statements and a wider set of public
sector financial reporting needs. The Conceptual Frame-

1- About the IPSASB

IPSASB Approves Public Sector Conceptual Framework

work identifies and responds to the key characteristics
of the public sector, notably that the primary purpose of
most governments and public sector entities is to deliver
services to citizens and others. Therefore, the purpose of
financial reporting in the public sector is to provide useful
information for service recipients and resource providers.

“Approving the Conceptual Framework is a historic
achievement for the IPSASB and a landmark for setting
global accounting standards for the public sector,” said
IPSASB Chair Andreas Bergmann. “These concepts will
provide the basis for our ongoing development of con-
sistent and useful International Public Sector Accounting
Standards™ (IPSASs™) and Recommended Practice
Guidelines (RPGs). They will also provide guidance to pre-
parers faced with financial reporting issues not dealt with
by IPSASs or RPGs.”

The completed Conceptual Framework is expected to be
issued by the end of October 2014. The final four chap-
ters were approved by the IPSASB during its September
meeting. Those four chapters, which address the defini-
tion, recognition, and measurement of the “elements” (or
building blocks) of financial statements and presentation
in General Purpose Financial Reports, join the original
four chapters, which were issued early in 2013, bringing
the entire Conceptual Framework to eight chapters. The
development process included eight public consultations
with the IPSASB's global constituency.

The Conceptual Framework project has been the key stra-
tegic priority for the IPSASB in recent years. Its success-
ful completion allows the IPSASB to focus on projects to
be identified through its public consultation on strategy for
2015 forward and work program for 2015-2019, along with
projects already initiated, including social benefits. The
Conceptual Framework will provide a solid basis for future
standard setting by the IPSASB. The IPSASB will continue
to work in the public interest, responding to the global fi-
nancial reporting needs of governments and other public
sector entities as appropriate.

The IPSASB develops accounting standards and guidance for use by public sector entities. It receives support (both direct financial and in-kind) from
the World Bank, the Asian Development Bank, the Chartered Professional Accountants of Canada, the South African Accounting Standards Board, and
the governments of Canada, New Zealand, and Switzerland. The structures and processes that support the operations of the IPSASB are facilitated by

IFAC.
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IAESB Releases 2013 Annual Report: Enhancing Professional

Accounting Education

August 25, 2014

IFAC NEWS

he International Accounting Education Standards

Board™ (IAESB™)' has released its 2013 Annual Re-
port, Enhancing Professional Accounting Education. The
annual report highlights the IAESB’s work in the public
interest to enhance the quality and consistency of pro-
fessional accounting education practices throughout the
world and to strengthen the public’s confidence in the
competence and judgment of professional accountants.

Enhancing Professional Accounting Education covers
the release of three revised International Education Stan-
dards™ (IESs™) during the year, as well as the board’s
progress on its adoption and implementation projects and
activities to support the revised IESs. The report also sum-
marizes the IAESB’s outreach efforts designed to bring
greater awareness to its projects and activities.

1- About the IAESB

“The revised International Education Standards released
over the last year are intended to delineate the content of
professional accounting education programs,” stated Prof.
Wolnizer, IAESB Chair. “Together, these standards pre-
scribe the technical competence, professional skills, and
professional values, ethics, and attitudes that aspiring pro-
fessional accountants need to develop and demonstrate
by the end of initial professional development to perform a
role as a professional accountant.”

The document also includes a report from Prof. Aileen
Pierce, Chair of the IAESB Consultative Advisory Group
(CAG), which outlines the CAG’s work in providing input
to the IAESB.

The 2013 IAESB annual report can be downloaded
at www.iaesb.org.

The IAESB develops education standards, guidance, and information papers for use by IFAC® member bodies under a shared standard-setting process
involving the Public Interest Oversight Board, which oversees the activities of the IAESB, and the IAESB Consultative Advisory Group, which provides
public interest input into the development of the standards and guidance. The structures and processes that support the operations of the IAESB are

facilitated by IFAC.
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The Role of Professional Accountants
in the Proper Functioning of Taxation Systems

here has been much recent debate in many sectors of

the economy and among politicians about the role of
taxation in society, the extent to which tax planning is ap-
propriate, and taxpayer behavior.

Throughout the world, accountants—with their techni-
cal expertise and professional and ethical training—play
a key role in assisting client and employer taxpayers re-
garding tax obligations. A 2007 report by the Forum on
Tax Administration (consisting of Tax Commissioners from
45 countries) acknowledged the crucial role that interme-
diaries such as accountants play in ensuring tax systems
function properly.

So what role should accountants play?

At one extreme, it is clear that tax evasion—which is il-
legal—should be condemned by all parties and no profes-
sional accountant should ever be associated with it. At the
other, leveraging tax incentives in the way they are intend-
ed by governments is certainly appropriate. Between the
two extremes lies the complex question of “tax avoidance”,
which is by definition legal. This poses a difficult dilemma
for taxpayers and, thus, for the accountancy profession.
The nature and extent of the tax debate is very different
in different parts of the world; even in countries where the
debate is the most intense (some parts of Western Europe
and the US, for example) there are varying views.

For the profession, it is ultimately most important to
recognize that professional accountants:

* Are, and should be, a force for consistency and
stability in their economies, and have an important
role to play in the functioning of sound and effective
taxation systems. They help employers and clients
understand their fiscal and regulatory obligations
in relation to taxation and advise them on how to
comply;
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by Russell Guthrie, IFAC Executive Director,
Professional Relations and CFO | September 30, 2014

* Ensure that their employers and clients understand
the options available to them and assist them to be
as tax-competitive as possible (thus creating eco-
nomic wealth and employment), but should also
ensure that they understand the consequences of
each option (including potential reputational conse-
quences);

* Are obliged to comply with strict ethical principles
(e.g., the international Code of Ethics or the codes
of national professional and regulatory organiza-
tions), and are guided by the fundamental princi-
ples of integrity and professional behavior; and

* Play an important role in combating tax evasion.
For example, accountants in public practice help
clients comply with their legal obligations. If a cli-
ent is unwilling, an accountant considers options,
such as resigning from the account; in some cir-
cumstances, accountants may have a reporting
obligation to revenue or regulatory authorities.

Clearly, accountants play an important role—in effective
tax systems, employer and client education, business ad-
visory, ethics, and more. And taxpayers, of course, must
make the ultimate decisions about their activities and com-
pliance. But it is paramount to recognize that governments
are responsible for promulgating and implementing taxa-
tion laws that are clear, fair, and appropriate for our global
economy. They must carefully consider the consequences
of their decisions about taxation laws (including, poten-
tially, unintended consequences) and amend them if the
results are not as intended.

As this debate continues—as there is little doubt it will—
it is important to recognize that governments, taxpayers,
and professional accountants each have important re-
sponsibilities and crucial roles to play in efficiently func-
tioning taxation systems.

IFAC® Introduces New Guidance on Supplementary

Financial Measures

September 22, 2014

he Professional Accountants in Business (PAIB) Com-

mittee! of the International Federation of Accoun-
tants® (IFAC®) today issued International Good Practice
Guidance?, Developing and Reporting Supplementary Fi-
nancial Measures. The guidance provides recommenda-
tions for the use of supplementary financial measures as
part of high-quality financial reporting in organizations.

Since supplementary financial measures fall outside
the remit of Generally Accepted Accounting Principles
(GAAP), they may lack transparency, comparability, and
consistency—essential qualities for investors and other
stakeholders wanting to assess financial performance. To
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1- About the PAIB Committee

IFAC NEWS

address this challenge, the PAIB Committee’s guidance
establishes a set of principles that allows professional ac-
countants to develop and report useful measures in ac-
cordance with the qualitative characteristics of financial
information.

“Supplementary financial measures can provide stake-
holders with a greater understanding of an organization’s
financial performance, helping them make more informed
financial decisions,” said Charles Tilley, Chair of the PAIB
Committee. “Because supplementary financial measures
are widely used, and can contribute to the overall picture
of an organization, our aim is to improve their quality and
usefulness.”

The guidance builds on the qualitative characteristics of
useful financial reporting: relevant and faithful representa-
tion, as well as comparability, verifiability, timeliness, and
understandability.

“All measures in a financial report, whether they are pre-
scribed by GAAP or are supplementary, should be clearly
defined to provide comprehensive understanding of an
organization’s financial performance,” said Karyn Brooks,
Chair of the PAIB Committee’s Business Reporting Advi-
sory Group. “This guidance will serve as a reference for
the development, implementation, location, and disclosure
of supplementary financial measures.”

As part of IFAC’s commitment to strengthen financial re-
porting practices and the PAIB Committee’s efforts to sup-
port professional accountants in business, this guidance
reinforces accountants’ ability to produce high-quality re-
ports that enable sound decision making about organiza-
tions.

The PAIB Committee serves IFAC member bodies and professional accountants worldwide who work in commerce, industry, financial services, educa-
tion, and the public and the not-for-profit sectors. Its aim is to promote and contribute to the value of professional accountants in business by increasing
awareness of the important roles professional accountants play, supporting member bodies in enhancing the competence of their members, and facilitat-

ing the communication and sharing of good practices and ideas.
2- About International Good Practice Guidance

International Good Practice Guidance issued by the PAIB Committee cover areas of international and strategic importance in which professional
accountants in business are likely to engage. In issuing principles-based guidance, IFAC seeks to foster a common and consistent approach to those
aspects of the work of professional accountants in business not covered by international standards. IFAC seeks to clearly identify principles that are
generally accepted internationally and applicable to organizations of all sizes in commerce, industry, education, and the public and not-for-profit sec-
tors. Previously issued guidance is available on the IFAC website, including Preface to IFAC’s International Good Practice Guidance.
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Now Available
October 17, 2014

he International Federation of Accountants® (IFAC®)
today announced the availability of the 2014 editions
of the handbooks from the:

e International Auditing and Assurance Standards
Board® (IAASB®);

e International Accounting Education Standards
Board™ (IAESB™);

e International Ethics Standards Board for Accoun-
tants® (IESBA®); and

e International Public Sector Accounting Standards
Board® (IPSASB®).

2014 Handbook of International Quality Control, Audit-
ing, Review, Other Assurance, and Related Services
Pronouncements

The 2014 edition of the handbook includes ISAE™ 3000
(Revised) and Conforming Amendments. A third volume
has been added to the handbook that contains the Interna-
tional Framework for Assurance Engagements (previously
included in Volume Il of the handbook) and the recently
issued Framework for Audit Quality: Key Elements that
Create an Environment for Audit Quality.

To access an electronic copy of the handbook for personal
use, purchase print copies, or find information on recent
developments and outstanding exposure drafts, visit the
IAASB’s website at www.iaasb.org.

2014 Handbook of International Education Pronounce-
ments

2014 Handbooks From IAASB, IAESB, IESBA, and IPSASB

The 2014 handbook contains the IAESB’s suite of eight In-
ternational Education Standards™ (IESs™), including the
re-drafted IES 7, Continuing Professional Development,
IAESB Glossary of Terms, Framework for International
Education Standards for Professional Accountants (the
Framework), and three International Education Practice
Statements. It replaces the 2010 edition of the Handbook
of International Education Pronouncements. One of the
more significant changes to the handbook is the addition
of a new section that includes the newly revised IESs that
have been approved by the IAESB, but are not effective at
the time of the Handbook’s release.

To access an electronic copy of the handbook for personal
use, purchase print copies, or find information on recent
developments and outstanding exposure drafts, visit the
IAESB’s website at www.iaesb.org.

2014 Handbook of the Code of Ethics for Professional
Accountants

The 2014 IESBA Handbook contains the entire Code of
Ethics for Professional Accountants™. This edition incor-
porates several revised pronouncements that were pub-
lished previously and are now effective—addressing a
breach of a requirement of the Code, conflicts of interest,
and the definition of “those charged with governance.” It
also contains the revised definition of “engagement team”
(effective for audits of financial statements for periods end-
ing on or after December 15, 2014).

To access an electronic copy of the handbook for personal
use, purchase print copies, or find information on recent

LK THE CERTIFIED ACCOUNTANT Issuse #52 - 2014

developments and outstanding exposure drafts, visit the
IESBA's website at www.ethicsboard.org.

2014 Handbook of International Public Sector Ac-
counting Pronouncements

This Handbook contains the complete set of the Interna-
tional Public Sector Accounting Standards Board’s (IP-
SASB) pronouncements on International Public Sector
Accounting Standards™ (IPSASs™). It also includes
Recommended Practice Guidelines (RPGs), with the
introduction of RPG 1-Reporting on the Long-Term
Sustainability of an Entity’s Finances and RPG 2-Fi-
nancial Statement Discussion and Analysis, which
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were both approved in June 2013 and issued in July
2013.

To access an electronic copy of the handbook for personal
use, purchase print copies, or find information on recent
developments and outstanding exposure drafts, visit the
IPSASB’s website at www.ipsasb.org.

The standards and pronouncements in each of the hand-
books were developed by the IAASB, IAESB, IESBA, and
IPSASB, respectively. The structures and processes that
support the operations of these independent standard-
setting boards, including publishing the handbooks, are
facilitated by IFAC.

G-20: IFAC Proposes Eight Recommendations to Support Global

Growth and Resilience

October 8, 2014

gaining momentum on regulatory consistency;
public and private sector transparency; taxation
The International Federation of Accountants® (IFAC®),
the global organization for the accountancy profession
dedicated to serving the public interest, today submit-
ted eight recommendations to support global economic
growth and resilience for consideration at the forthcoming
G-20 Leader’s Summit in Brisbane, Australia, November
15-16.
IFAC’s eight recommendations to help achieve strong,
sustainable, and balanced growth are centered upon three
core themes:
e Global consistency for sound financial regulation
and standards for reporting and audit;
e Enhanced financial management, reporting, trans-
parency and accountability by governments; and
e Effective taxation systems.

Fayez Choudhury, IFAC Chief Executive, commented:
“IFAC understands that global economic growth, stabil-
ity, and long-term resilience can only be truly supported
once governments and the private sector ‘get the numbers
right.” Our detailed recommendations are aimed squarely
at regaining momentum toward globally consistent regu-
lation and adoption of high-quality international financial
reporting, auditing, and auditor independence standards
and requirements, improving both public and private sec-

tor transparency, and reducing taxation opacity.

“We have seen too many times throughout history how
flawed numbers, and the decisions they impact, can lead
to the unravelling of global economic stability. The most
recent financial crisis generated much global interest in
finally addressing the need for internationally consistent,
appropriate regulation to help avert future crises. That mo-
mentum has dissipated and we need to regain it. Instead,
unilateral government action is creating more divergence,
which does not augur well for a coordinated global re-
sponse to the next crisis.

“If adopted, our recommendations would serve the public
interest by placing integrity—in recognizing, measuring,
processing, and reporting financial transactions—at the
heart of the numbers relied upon by decision-makers to
maintain economic performance and social cohesion.

“The accountancy profession’s skills and experience are
essential to advancing economic stability, strengthening fi-
nancial systems and architecture, and promoting account-
ability and longer-term sustainability and growth. We have
proposed to the G-20’s leaders eight effective, practical
recommendations focused on protecting and serving the
global public interest, and which if adopted would signifi-
cantly enhance global economic stability,” he said.
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November 4, 2014

he International Ethics Standards Board for Accoun-

tants® (IESBA®, the Ethics Board) today released

for public comment the Consultation Paper, Improving the
Structure of the Code of Ethics for Professional Accoun-
tants™ (the Code). The paper seeks input from stake-
holders on approaches that could be taken to improve
the clarity and usability of the Code, thereby facilitating
its adoption, effective implementation, and consistent ap-
plication.

Among the various matters on which the Ethics Board is
consulting are:

e Restructuring the Code to more clearly distinguish
requirements from guidance;

e Reorganizing the content of the Code, including
rebranding the Code, or parts thereof, as interna-
tional standards;

e |dentifying responsibility for compliance with the
Code in particular circumstances; and

e Simplifying the wording of the Code so that it can
be more readily understood.

“This is a seminal initiative which could result in a com-
pletely new presentation of the Code that would make it
more accessible, understandable, and enforceable,” not-
ed Interim IESBA Chair Wui San Kwok, adding, “These
aims are central to enhancing the usability of the Code
and thereby its further adoption globally in the public inter-
est.”

The paper includes illustrative examples of how a re-
structured Code might be presented. The input received
from the consultation will supplement the Ethics Board’s
research to date and inform its views of the way forward.
This may in due course lead to the publication of an Ex-
posure Draft containing the Ethics Board’s proposals for
restructuring the Code and addressing any of the related
issues set out in the paper.

“The board has received strong support from stakeholders
to take a fresh look at the structure of the Code as a prior-

1- About the IESBA

IESBA' Consults on Restructuring Code of Ethics for Professional
Accountants; Focuses on Improved Usability

ity,” said IESBA Technical Director Ken Siong. “The cur-
rent thinking is that an improved structure would provide
a platform for future development and maintenance of the
Code, and allow for more user-friendly features, including
increased search and query capabilities.”

In connection with this project, a web-based version of
the Code—to enhance accessibility and navigability—is
currently in development and will be launched later this
month.

How to Comment

The Ethics Board invites all stakeholders to comment
on the Consultation Paper. To access the document and
submit a comment, please visit the Ethics Board’s web-
site at www.ethicsboard.org. Comments are requested
by February 4, 2015.
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The International Ethics Standards Board for Accountants is an independent standard-setting board that develops and issues, in the public interest,
high-quality ethical standards and other pronouncements for professional accountants worldwide. Through its activities, the IESBA develops the Code
of Ethics for Professional Accountants, which establishes ethical requirements for professional accountants. The structures and processes that support
the operations of the IESBA are facilitated by IFAC. Please visit www.ethicsboard.org for more information, and follow us on Twitter @Ethics Board.
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The Latest Global Knowledge, Resources and News

from the Gateway
November 10-14, 2014

Dear IFAC Members, Associates, Affiliates, Regional Or-
ganizations, and Accountancy Groupings:

The current edition of The Latest, our compilation of re-
cent additions to the IFAC Global Knowledge Gateway, is
here! We are running a special weekly edition in the lead-
up to the World Congress of Accountants (WCOA) 2014 in
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from several WCOA participants.
From November 5 - 11, we have added a new viewpoint
on fairness in taxation policy, numerous discussions, news
and resources in all topic areas.

Subscribe in the IFAC Global Knowledge Gateway http://
www.ifac.org/global-knowledge-gateway and receive the

Rome on November 10 — 14 to reflect Viewpoints featured

Global accountancy and resources’ news and updates.

IPSASB' Publishes Public Sector Conceptual Framework

October 31, 2014

he International Public Sector Accounting Standards

Board® (IPSASB®) has published its Conceptual
Framework for General Purpose Financial Reporting by
Public Sector Entities (the Conceptual Framework), fol-
lowing the approval of the final four chapters at its Sep-
tember 2014 meeting.

The publication of the Conceptual Framework provides
the IPSASB with the concepts that will underpin the de-
velopment of International Public Sector Accounting Stan-
dards™ (IPSASs™) and Recommended Practice Guide-
lines (RPGs) in the coming years. It enables the IPSASB
to further improve the consistency of its standard-setting
by strengthening the linkage between IPSASs. Addition-
ally, the transparency of the concepts underpinning the de-
velopment of IPSASs and RPGs enhances the IPSASB’s
accountability.

The primary objective of most public sector entities is to
deliver services to the public, rather than to make prof-
its and generate a return on equity to investors. The
Conceptual Framework responds to key public sector

1- About the IPSASB

characteristics in its approach to elements (the building
blocks of financial statements), the measurement of as-
sets and liabilities, and the presentation of financial re-
ports, while focusing on service recipients’ and resource
providers’ needs for high-quality financial reporting in-
formation for both accountability and decision-making
purposes.

“The publication of the Conceptual Framework is a land-
mark in global public sector financial reporting and is indic-
ative of the IPSASB’s growing maturity as a global public
sector standard-setter,” said IPSASB Chair Andreas Berg-
mann. “It reflects the unique characteristics of the public
sector and puts the IPSASB in a strong position to focus
on key standard-setting activities over the next few years.
The IPSASB has already made sound initial progress on
its social benefits project and the completion of the Con-
ceptual Framework provides further impetus for this impor-
tant initiative.”

Prof. Bergmann said the IPSASB will be making decisions
on new projects in early 2015.

The IPSASB develops accounting standards and guidance for use by public sector entities. It receives support (both direct financial and in-kind) from
the World Bank, the Asian Development Bank, the Chartered Professional Accountants of Canada, the South African Accounting Standards Board, and
the governments of Canada, New Zealand, and Switzerland. The structures and processes that support the operations of the IPSASB are facilitated by

IFAC.
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Rome, Italy, November 10, 2014

The International Federation of  Accoun-
tants® (IFAC®), the global organization for the ac-
countancy profession with members and associates in
130 countries, presented its International Gold Service
Award (IGS) to lan Ball, PhD, of New Zealand. The
award was presented today by Warren Allen, President
of IFAC, at the 2014 World Congress of Accountants?
(WCOA) Opening Ceremony in Rome, Italy.

1- About the IFAC International Gold Service Award

IFAC Lauds lan Ball's Contributions to Accountancy Profession
with International Gold Service Award'

“Itis indeed a great honor to present lan with this award,”
Mr. Allen said. “As an international thought leader, lan
has played a lead role in addressing issues associated
with government financial reporting and financial man-
agement. He has been and continues to be a strong and
vocal proponent of government transparency and ac-
countability.”

In presenting the award, Mr. Allen highlighted Dr. Ball’s

The IFAC International Gold Service Award was created by the IFAC Council in 2010 to recognize outstanding individual contributions to the accoun-
tancy profession. Past recipients include Mervin King of South Africa (2012), Sir David Tweedie of the UK (2011), and Stephen Zeff of the US (2011).

2- About the World Congress of Accountants (WCOA)

Sponsored by of the International Federation of Accountants (IFAC), the WCOA is the foremost international event for the profession, bringing together

thousands of delegates from around the world to discuss, share, and debate ideas and global solutions to the issues affecting the profession in the in-

terest of the worlds citizens, investors, and businesses. It has been held every five years since 1977 and every four years since 2002, and attended by
professionals and prominent business leaders, including professional accountants, international regulators, standard setters, government officials, and

corporate leaders.

WCOA 2014, hosted by the Consiglio Nazionale dei Dottori Commercialisti e degli Esperti Contabili (CNDCEC), takes place November 10-13 in

Rome’s Auditorium Parco della Musica. The theme—2020 Vision: Learning from the Past, Building the Future—explores the pivotal role of account-
ing amid rapid economic, political, and social change. The Chartered Global Management Accountant (CGMA) designation is the imperial sponsor.
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extensive experience in designing and managing public
sector financial systems and implementing public sec-
tor financial reforms. While serving as the Director of
Financial Management Policy and then as Central Fi-
nancial Controller at the New Zealand Treasury, Dr. Ball
designed and implemented the government’s financial
management reform process, leading to the adoption of
accrual accounting for the New Zealand Government’s
budgeting, appropriations, and financial reporting. New
Zealand was the first nation to undertake reforms of this
kind, which have since become a model for other na-
tions.

Dr. Ball's contributions to public sector accounting have
had a significant and lasting impact at the global level. As
a member and then Chair of the International Public Sec-
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tor Accounting Standards Board (then the IFAC Public
Sector Committee), Dr. Ball initiated setting International
Public Sector Accounting Standards® (IPSASs®), which
are now seen as global benchmarks. Through his influ-
ence and actions, more than 80 governments and public
sector entities use or are planning to adopt IPSASs.

Dr. Ball served as CEO of IFAC from 2002 to 2013. Pre-
viously, he was a member of IFAC’s Nominating Commit-
tee as well as Chair of its Public Sector Committee. Dr.
Ball currently serves as a Board Member and Chair of the
Working Group for the International Integrated Reporting
Council. He became Chair of the Chartered Institute of
Public Finance and Accountancy (CIPFA), International
in September 2013, where he has continued to address
global issues of public sector finance and transparency.

Survey to Investigate Key Issues Facing SMPs in the Global

Accounting Profession

November 7, 2014

he International Federation of Accountants (IFAC),

the global organization for the accountancy profes-
sion, has launched its 2014 IFAC Global SMP Survey to
investigate current opportunities and challenges faced by
small- and medium-sized practices (SMPs) in the account-
ing profession worldwide.

Available in 21 languages, the survey is open through
December 15, 2014, and takes less than 10 minutes to
complete.

Conducted annually, the survey tracks prominent trends
and developments and generates an overview of the fi-
nancial health of SMPs in the industry. This year, survey
questions were designed with the assistance of several
academics and lead researchers at the University of Day-
ton in the US.

Results from the survey, which will be published by IFAC in
early 2015, will help IFAC to better understand the country-
specific and industry-wide needs and challenges of SMPs,
and shape future programs and initiatives.

Dear LACPA Member

Are you a practitioner working in
a small- or medium-sized
practice (SMP)?

Make sure your voice is heard.
Take the 2014 IFAC Global SMP
Survey.

The survey should take less than
10 minutes to complete and is
available in 21 languages.

By participating, you’ll give IFAC
and the LACPA invaluable
insights that will help us better
understand and address your
needs and challenges.

Access to take the
survey
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About IFAC

International

sl IFAC is the global organization for the accountancy profession

of Accountants™

dedicated to serving the public interest by strengthening the

www.ifac.org  profession and contributing to the developmentofstrong international
economies. IFAC is comprised of 179 members and associates in 130
countries and jurisdictions, representing approximately 2.5 million
accountants in public practice, education, government service,
industry, and commerce.

IFAC Announces Election of New President,
Olivia Kirtley of the United States

Nov 07, 2014, Rome, Italy

Rachel Grimes of Australia Elected Deputy President;
Board Members Elected and New Members Admitted

he International Federation of Accountants® (IFAC®),

the global organization for the accountancy profes-
sion, today announced the election of its President, Olivia
Kirtley of the United States, for a two-year term ending in
November 2016. Ms. Kirtley is the first female President of
IFAC, as well as the first from business and industry rather
than public accounting. The IFAC Council also announced
the election of Rachel Grimes of Australia as Deputy Pres-
ident, a position previously held by Ms. Kirtley.

“This is an exciting time for IFAC with challenges and op-
portunities for the profession at every level,” Ms. Kirtley
said. “As President, | look forward to engaging with mem-
ber bodies and our many stakeholders as we seek ways
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to advance the impact and value of our profession, and in
serving the public interest.”

Ms. Kirtley, a Certified Public Accountant and Chartered
Global Management Accountant, is a non-executive direc-
tor of US Bancorp, Papa John’s International, and Res-
Care, Inc. She began her career with an international
accounting firm, followed by 20 years of executive man-
agement positions with a publicly traded global manufac-
turer and subsequent joint venture of Emerson Electric
Co. and Robert Bosch GmbH. She is a former Chair of the
American Institute of Certified Public Accountants (AICPA)
and the AICPA Board of Examiners. Ms. Kirtley is a recog-
nized advocate for strong corporate governance and was

named by the National Association of Corporate Direc-
tors (NACD) Directorship 100 as one of the top corporate
directors and governance professionals in the US. First
elected to the IFAC Board in 2007, Ms. Kirtley became
Deputy President in November 2012. She has chaired the
Planning and Finance Committee, Constitution Review
Working Group, and a task force for enhancing service to
professional accountants in business, in addition to being
a member of the Nominating Committee, Regulatory Liai-
son Group, and the independent Task Force on Rebuilding
Public Confidence in Financial Reporting.

Ms. Grimes is CFO Technology at Westpac, a multination-
al financial services firm; she previously served as Direc-
tor of Mergers and Acquisitions. She has more than 24
years of experience across the financial services sector, at
Westpac/BT Financial Group as well as at PwC. A mem-
ber of Chartered Accountants ANZ and CPA Australia, Ms.
Grimes has served the Australian accounting profession
over a significant period. She was elected to the Board
of the Institute of Chartered Accountants Australia in 2006
and was appointed President in 2011. Ms. Grimes became
a member of the IFAC Board in November 2011. As Depu-
ty President, she will chair the Planning and Finance Com-
mittee; previously she was a member of this committee, as
well as the former Governance and Audit Committee.

Commenting on the leadership transition, outgoing IFAC
President Warren Allen said, “As | hand over the presiden-
cy to Olivia, | know that | will be leaving IFAC in the most
capable of hands. She has been a great source of support
for me during my term, and was a leader on key initiatives
that have enhanced and will sustain the accountancy pro-
fession and help to transform IFAC into a more responsive
and sustainable organization.”

“Rachel’s experience in the financial services indus-
try, focusing on acquisitions, accounting processes, and
technology, and the need for global policies that enhance
transparency, together with her experience as a volunteer
leader of a major member body, will be an asset in the
Deputy President’s role,” Mr. Allen added.

New Board Members Elected

The IFAC Council also elected five new members to the
IFAC Board: Raphael Ding (Hong Kong), Richard Petty
(Australia), Kumar Raghu (India), Shinji Someha (Japan),
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and Joy Thomas (Canada). The IFAC Council also re-
elected Ahmadi Hadibroto (Indonesia) and Masum Turker
(Turkey). These members add to the diversity of the IFAC
Board—in gender, geography, and professional experi-
ence.

IFAC Admits New Members

The IFAC Council admitted three new associates: the
Chamber of Authorized Auditors of Republic of Serbia, the
Indonesian Institute of Public Accountants, and the Non
Profit Audit Association “Sodruzhestvo” of Russia. Two ex-
isting associates were admitted as members: the Associa-
tion of National Accountants of Nigeria and the Institute of
Certified Management Accountants of Sri Lanka. Addition-
ally, IFAC admitted the Dutch Institute of Management Ac-
countants as a member.

For a full listing of IFAC members, see the membership
section of IFAC’s website.
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The Pomodoro Technique®
Staying Focused Throughout the Day

Do you find that your productivity fluctuates from one day to the next? Some days, you fly
through your tasks in no time. But other days just drag and, no matter how many hours you
put in, you just can't seem to get things done? Then, try The Pomodoro Technique.

t is a technique that was developed by Francesco Cirillo in
the 1980s, and published in his book of the same name.

"Pomodoro" is ltalian for tomato. The technique works by
getting you to structure your work in 25-minute sessions,
each separated by a short break called "pomodori." After
each session, you take a five-minute break. When you have
completed four pomodori, it's time for a longer break of 20 to
30 minutes.

It's a simple technique, it's easy to use, and it could have big
benefits for both you and your health productivity

Follow the steps below to start using the Pomodoro Tech-
nique:

Step 1: Check Your Schedule

Your first step is to check your schedule. Look at your To-Do
List or Action Program, and think about what you need to
do today.

Step 2: Set Your Timer

Before you start, make sure that you have everything you
need to begin on your tasks, as well as a notepad and pen.
Set your timer for the work period you've settled on.

Make a commitment to work only on the task at hand. Re-
member, you have a limited time in which to focus your at-
tention on it. Do what you can to minimize interruptions
before you begin.

Step 3: Work on Your Task, and Only That Task

Devote all of your attention to the task at hand for the dura-
tion of the session. Don't allow yourself to become distracted
if ideas or thoughts about other tasks pop into your head.
Write these down on your notepad and then set them aside
for later.

Step 4: Take a Short Break

When your timer goes off, take a five-minute break. You
should do this even if you're "in flow," because these breaks
are your time to rest and "recharge your batteries."

For maximum benefit, use your breaks to get away from your
desk. Move around, take a walk.

Also, resist the urge to use your breaks to catch up on
social media, email or surf the Web.

Step 5: Continue Your Work Sessions and Take a Longer Break
When your break is over, reset your timer for the next ses-
sion and continue your work. When you've completed four
pomodori, take a 20- to 30-minute break.

Pros and Cons of the Pomodoro Technique
There are several benefits of using the Pomodoro Technique

Even "Super You" needs help and support. There is no shame
in asking for assistance. Push aside the pride and show
respect for the talent others can bring to the table.

And, remember that there is no such thing as a single-handed
success: when you include and acknowledge all those in
your corner, you propel yourself, your teammates and your
supporters to greater heights.

Some factors that contribute to the delegability of a task
include:

1. The project's timelines/deadlines.
o How much time is there available to do the job?

to manage your time.

v highly focused work sessions helps you manage your
time more effectively

v" makes large projects seem less overwhelming.

v'encourages you to minimize distractions

v improve your concentration, which raises productivity
levels.

v" method suitable for people with Attention Deficit Dis-
order (ADD)

v" more opportunities for those "lightbulb moments"

v feel less tired in the afternoon.

Don't feel that these rules are set in stone, set it on your own
pace! Try it, and see if it works for you!

Hania Zeidan

LACPA

2
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www.mindtools.com

o Isthere time to redo the job if it's not done properly
the first time?

o What are the consequences of not completing the
job on time?

2. Your expectations or goals for the project or task(s),
including:

o How important is it that the results are of the highest
possible quality?

o Isan "adequate" result good enough?
Would a failure be crucial?

o How much would failure impact other things?

www.mindtools.com
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Case2: The interest rate on the bond is usually lower than the
interest rate on bank loans in equal maturity dates. Why?

1. Debt securities more liquid than credits and can be trad-
ed in financial markets.

2. But if some institutions in sophisticated monetary market
needed liquidity, they would sell part of its loans to an-
other bank at a discount from face value, as the buyer's
Bank follow collection benefits and repayment of loans.

Case3: Preferred stocks are less costly than the common stocks.
Why?

Preferred stock has a specific dividend so the required return
to buy preferred stock is less than the required return to buy
common stock to the stockholder’s so it is less risky than the
common stock. So the corporation pays less dividends on the
preferred stock to the stockholder’s

Numerical Example: the following information on sources of
funding for one of the companies.

. Percentage Cost
Source of funding of total

debts 30% 10%
Preferred stocks 10% 12%
Common stocks 35% 15%

Retained earnings 25% 13%

Tax rate=40%

What is the WACC on the assumption that these percent-
ages represent the optimum capital structure?

Solution:

Initially found the cost of debts after tax:

10% (1% - 40%)=6%

WACC=25% x 13% + 35% x 15% + 10% x 12% + 30% x 6%
=11.5%

We indicate that computing the cost of capital has a high impor-
tance, especially when used to determine the economic feasibil-
ity of various projects.

When we use net present value cost of capital is used as a
discount rate
1. Net Present Value Method (WACC = Discount rate)/ com-
pare 2 PVs)

Making decision about investment
In Cash Flow (RETURNS) Out Cash Flow (WACC)
Positive decision PV(l) > PV(O) (+)
Negative decision PV(l) < PV(O) (-)
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When using internal rate of return
2. IRR Method (PV(l) = PV(O) /compare 2 rates
Making decision about investment

In Cash Flow (IRR)
Positive decision
Negative decision

Out Cash Flow (WACC)
IRR >WACC (+)
IRR <WACC (-)

Conclusion: the costs of funding sources vary according to the
degree of risk associated with each of them, in accordance with
the forward relationship between return and risk.

(WACC) is used as the discount rate for cash flows related to
investment or as a criterion, to reject or accept available invest-
ment alternatives.

Thus, the lower the rate increased the ability competitiveness
of the company to take advantage of investment opportunities
that are often limited, hence the importance of the relationship
between capital structure and its costs on one hand, and the
market value of the company in other hand. And to maximize
this value, which is the main goal of the company, it should have
access to a mix of funding to ensure minimal costs.

BAMNKERS
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Leverage Theory and Order Theory:

Indicate if the change in the funding structure led to increase (or
decrease) in the degree of leverage that would be a positive
(or negative) on the price of the company's shares traded on the
market. so the funding by borrowing is better than the property.

Asymmetric Information Signaling Theory and Order The-
ory:

Unbalanced information content pointed out that the choice of
the company to external sources of finance, carries in inner self
informational symptoms to the market not positive about the prof-
itability of the investment opportunities available to them which
will reflect negatively on their stock prices in the market.

So the internal sources of Finance (stock dividends from re-
tained earnings) have preference over external sources of
funding (table4®)

table 4.
HH Inc. Before After Net
Dividend Dividend Change
Stockholders' equity
Paid-in capital
Common stock, $1 par, 5,000 issued
and outstanding $ 5000 $ 5500 $ 500
Paid-in capital in excess of par 45,000 64,500 19,500
Retained eamnings 110,000 90,000 (20,000)
Total stockholders' equity $ 160,000 $ 160,000
Outstanding shares 5,000 5,500
Book value per share $ 32 $ 29

Asymmetric Information Signaling suggests that selection owner-
ship tools of the company, carries in inner self a message(signal)
to the market that the company’s stock prices known only by
the management company are Overvalued. Therefore source
of external finance by borrowing have preference to funding in
ownership tools.

Informational efficiency

Financial markets are informationally efficient if the current mar-
ket price of a security instantly and fully reflects all relevant avail-
able information.

This definition implies that market participants use all relevant
available information bearing on the appropriate values of se-
curities to produce a set of security prices which is such that
unusual exante profits cannot be made on a consistent basis
using given known information set. If markets are informationally
efficient this can help to ensure that scarce capital is efficiently
allocated amongst its alternative uses. Firms with the best pro-
spective profitability profiles should see this reflected in rises in
their share price and they should find that they can raise new
capital more easily and at cheaper cost than firms with poor
profit potential. Furthermore, firms that fail to use their capital

5- Accounting Principles weigandt kimmel keiso
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efficiently will find that their share price is depressed and they
may well become takeover targets which usually results in a new
management team that hopes to use the capital base more pro-
ductively. Hence, informational efficiency is not entirely divorced
from the idea of allocative efficiency.

Fama (1970) distinguishes between weak-form efficiency, semi-
strong-form efficiency and strong-form-efficiency.

Three levels of efficiency
Following Eugene Fama, an efficient market is conventionally
defined as one in which prices always «fully reflect» available in-
formation (1970). The definition implies that market participants
use all relevant available information bearing on the appropriate
values of securities to produce a set of security prices which is
such that unusual ex ante profits cannot be made on a consis-
tent basis using given known information set.
In connection with this broad definition there are two key con-
cerns:
* Is new information instantaneously and fully absorbed
into a share’s price? and
* What is relevant and what is irrelevant information?
Fama provided an operational base for testing market
efficiency by distinguishing between three types of effi-
ciency: weak-form efficiency, semi-strong-form efficiency,
and strong-form efficiency.

Weak-form efficiency
A market is said to be weak-form efficient if the current prices of
securities instantly and fully reflect all information of the past his-

tory of security prices. In other words, it should not be possible
to make consistent excess returns on securities by looking at the
past history of their price movements and using this as a basis
for future trading. Note that this definition restricts the informa-
tion data set to the past price history of security prices.

Semi-strong form efficiency

A market is said to be semi-strong-form efficient if the current
prices of the securities instantly and fully reflect all publicly avail-
able information. In other words, it should not be possible to
make consistent excess returns on securities by using publicly
available information as a basis for future trading. The publicly
available information set includes not only the past history of se-
curity prices, but also all publicly available relevant information
such as earnings, details in company reports, announcements
made by the firm, information about the state of the economy
and the like.

Strong-form efficiency

A market is said to be strong-form efficient if the current prices of
securities instantly and fully reflects all information, both public
and private. In other words, even traders, directors or analysts
with access to privileged inside information should not be able
to make consistent excess returns on securities by using inside
information as a basis for future trading.

Analysis of theories of capital structure

The results of many studies and researches, which tested
the previous theories of corporations and their impact on
the market stock prices:

1. borrowing tools lead to rise in share prices of issuing cor-
porations

2. property tools lead to the lower share prices of issuing
corporations

3. the issuance of convertible financial instruments (espe-
cially bonds) led to lower prices for shares of issuing cor-
porations

The convertible bonds carries the essence of property funds,
and thus leads to lower Leverage and not to increase it.

As Asymmetry Information Signaling Theory, it is expected that
all issuances of the property tools carries negative symptoms for
the market, thus reducing the price of company shares, and vice
versa for the issuance of debts, as tested studies have shown
the validity of these forecasts

Example: In a study on the effect of type of finance in merger
and join transactions on the value of holding company shares
(Travlos, 1987):

When announcing the deal, indicate that the market responds in
a negative (or positive) issuance of stock (or bond) fund merg-
ers.

Weighted Average Cost of Capital WACC)®

« Capital cost means the cost of different sources of fund-
ing.

* The company usually seeks to reach optimum structure
of the capital that is a combination of, borrowing, pre-
ferred stock, common stock and retained earnings.

* Diminution of the cost of capital will lead to maximizing
the value of the business.

* The cost of funding for each source of funding is the re-
turn acceptable by the investor.

* Required return varies proportionally with the risk of re-
turn.

* Risk of return varies as the sources of financing.

So, the cost of financing varies according to the source of fund-

ing.

Case1: Financing by debt is the cheapest, why?
1. bonds get interest before any dividends at common and
preferred stocks
2. in the case of bankruptcy, the debt securities has the right
to priority over other sources
Therefore investors require a rate of interest on the bonds less
than the required return to buy common and preferred stock
So the borrowed pay less interests on the bonds to the investors

6- Ahmad Nour&Ahmad abd | al 1993, managerial accounting
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Dr. Marwan Karaki - LACPA Member

Capital Structure
and its Relation in Financing
the Corporations

The objective of this article is to define the capital structure in corporation and identify the
sources of financing it and how to perform the process, as well as the cost of financing a cor-
poration showing the importance of Weighted Average Cost of Capital (WACC) in the process to

get the optimal capital structure.

Capital structure:

Stockholder’s Equity (table’)
a) Capital stocks: common and preferred stock
b) Additional paid in capital
¢) Retained earnings

Long Term Liabilities(table?)

d) Long term debts: bonds and mortgage notes payable

e) Lease liabilities
Table 1.
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Table 2.
Balance Sheet (partial)
Lomg-term liabilithes
Bonds payable 10%: due in 2017 51, 0HND (N
Lesss Discount on bonds pavable R0 S 920,000
Morigage notes payable, 1%, due
m 2023 pnal secured by plant assets SN
Lense Tunbility L0 AN
Total long-torm liabilitics S 1,560,000

is there a so-called optimal financing structure in corporations?
If the answer is "Yes", what are the mechanisms to do so then?

Before answering these questions, we can browse the different
financing structure theories that have emerged in the literature
finance during the second half of this century?

* The Traditional Theory:

1. Reasonable borrowing to maintain.

2. Abalance between the degree of the risk associated with
increasing the size of the debt and the use of their advan-
tages.

3. Financial leverage = long term liabilities/ total assets.

As traditional theory: capital structure affects the market val-
ue of corporation

3- Finance and financial market keith Pilbeam 2005,2" ed.

e M&M theory
Denies any link of the funding structure to the market value of
the company.
Companies similar in all aspects of their activities and not in their
funding structures, equal in market value, and leverage will
not affect the market value of companies

Amendment on the theory: the market value of the borrowed
company raise the ownership one, due to the tax of borrowing
interests (TAX Shelter)

Conclusion: the maximum market value of the company
achieved when funding company limited by only the tools of bor-
rowing (table3%.)

Table3.
Plan A Plan B

Issue Stock Issue Bomds
Income before interest and taxes 51,500,000 S1,5000.000
Interest (8% 5 55,000,000) A00.000
Income before income faxes 1, SHLIHI0 L L0
[ncome tax expense (309 ) 4500100 J3ANND
MNet income S 1,050,000 £ 770000
Outstanding shares SOM,O00 | (HIANHD
Earnings per share S350 S7.70

* Free Cash Flow Theory
Agency cost increase the cost of borrowing

1. Negative impact of borrowing on the market value of the
company

2. Costs resulting from weaknesses in the administrative ef-
ficiency (Efficiency Costs)

3. Borrowing costs will increase costs because of the risk of
bankruptcy as the more the company expanded in bor-
rowing the more this type of costs rose so the weighted
average cost of capital (WACC) rose

Misuse of Excess Liquidity and Agency Cost:
The borrowing will provide better oversight, on the management
of the company, it is expected to use borrowed funds at the be-
ginning:
1. In new investment, and then
2. Buy a part of the company's shares
3. The remaining funds will be directed to service the com-
pany's debt reduced management opportunities for mis-
use of excess cash and on the other hand, threat of finan-
cial failure ,to work more efficiently which will reduce the
costs of the Agency

e The Pecking — Order Theory
Theory of funding sources selection sequence. According to this

4- Accounting Principles weigandt kimmel keiso

theory, the arrangement of long-term funding by its Preference
for companies is as follows:
1. Self-financing
2. If there is a need for external financing to the company
she would issue bonds
3. Then resort to issuing hybrid financial instruments such as
convertible bonds or preferred stocks
4. Common stock issuance comes as a last resort

Dividends policy and order theory:
The companies must adapt its policy on distribution of profits
with investment loans available
A. IfIn Cash Flow exceeded Out Cash Flow:
Retain cash or
Temporary investments or
Declares dividends or
Retire part of its shares in circulation (treasury stocks) or
Repay outstanding debts
If Out Cash Flow exceeded In Cash Flow
Pay out cash
Sell part of its investment, or
Resorting to external borrowing, or
4. 1t will end up issuing common stocks.
This theory showed the correlation between dividends and in-
vestment and financing decisions.
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Friederich Roedler?

WCOA Rome 2014

Taxation is essential to the functioning of a society—indeed, it is a strong indication that
“civilization” actually exists. Consequently, the manner in which tax is levied and administe-
red has always been a vitally important question for society as a whole and this is truer today

than ever before.

Governments are increasingly being held to account for their
spending yet they are finding it difficult to maintain their tax
base in the face of a dematerializing economy and increasingly
mobile and sophisticated taxpayers. Domestic and international
rules on the taxation of cross-border profits have not kept pace
with the fundamental changes brought about by globalization
and new business practices in a digital environment where in-
tangible assets and mobile capital become ever more important.
Public perceptions and expectations as well as political dynam-
ics have also changed drastically in a very short timeframe. At
the same time, there is an intensive debate in the public about
where the line between what is acceptable tax planning and
what counts as aggressive and no longer socially acceptable tax
avoidance should be drawn. As a result there is now a commit-
ment to international cooperation between governments to a de-
gree never seen before in the area of taxation. The public debate
on compliance and fairness in taxation has become rancorous in
many countries, carrying the risk of reputational damage for tax
payers (and the professionals advising them) even when they
comply with the law.

This is an extremely complex subject and | believe that it should
not be left to taxation authorities, taxpayers, their professional
advisors and the public to decide what constitutes aggressive

1- Appeared in the Latest, an IFAC compilation of recent additions to the IFAC Global Knowledge Gateway, to keep updated and receive its benefits, subscribe

through the IFAC website: www.ifac.org

2- Friedrich Roedler is Chair of the Fédération des Experts Comptables Européens (FEE) Tax Policy Group. He will be chairing Promoting Fairness and Growth

Fairness in Taxation'
Viewpoint from a WCOA participants

Chair, FEE Tax policy Group Novemver 2014

through Global Cooperation on Taxation (Session 2.8) at the World Congress of Accountants 2014 this November 12, in Rome, Italy. He will be joined by Bill

Dodwell, Head of Tax Policy, Deloitte, UK, Stefano Marchese, Member, International Ethics Standards Board for Accountants, Italy; Grace Perez-Navarro, Deputy
Director, Centre for Tax Policy and Administration, Organization for Economic Co-operation and Development, France,; and Rob Whiteman, Chief Executive, Char-

tered Institute of Public Finance and Accountancy, UK.
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and undesirable tax avoidance/planning. It requires the accep-
tance by all relevant parties (legislators, taxation authorities,
taxpayers and the profession) of their duties with a concomitant
change in attitude to determine what constitutes responsible tax
planning.

| believe that this change must start with the legislators as they
are in control of the matter. It should not be beyond the ingenuity
of mankind to construct an integrated and fair taxation system,
clear in its intention, logical and easy to understand. If legisla-
tors do not wish their legislation to be misinterpreted or misused
it must be drafted to clarify the intent and remove the opportunity
for misinterpretation.

They also need to ensure that tax law applies equally to all tax
payers. Governments lose credibility with their citizens, with
a consequent reduction in tax morale, if the perception is that
some sectors of society are above the law or that certain taxes
are “optional” if one has sufficient resources and good advisors.
Moving on to taxation authorities, it is their duty to collect the tax
intended by the legislation—no more, no less. If the amount of
tax due is unclear from the law, then the law should be changed.
Leaving it to be decided in court always creates uncertainty.

If taxation authorities want all taxpayers to abide by the legisla-
tion then all taxpayers should be, and be seen to be, equally
targeted by administrative measures. Crucially, taxation authori-
ties must recognize that the vast majority of taxpayers and their
advisors are honest and have a genuine desire to fulfil their ob-
ligations. However, taxation systems are complex, mistakes will
occur and tax authorities should not automatically assume that
every failure to comply is deliberate and fraudulent.

Regarding taxpayers, their duty is to pay the amount of tax that
is due according to the law—nothing more and nothing less. In
order to do this they need to be able to correctly determine the
amount of tax, which brings us back to the point regarding clear
tax legislation.

However, they also need to appreciate that tax evasion and fraud
are not victimless crimes—if they are not paying their share they
are robbing other taxpayers who have to take up the slack.

Tax avoidance is more complex, especially the vexed question
of “aggressive” tax planning or avoidance. While this is not il-
legal, there is an increasing groundswell of opinion that it can
be inappropriate, especially when based around “artificial” ar-
rangements that defeat the purpose of the legislation. Like it or
not, more and more people across constituencies see a moral
dimension in taxation.

Taxpayers rarely enter into such arrangements without consult-
ing one of the several professions competing in the field of tax
advice. Qualified professional accountants are prime providers
of tax advice and the only one to abide by a global Code of Eth-
ics.

It is often said by the accountancy profession that is in a difficult
position—sandwiched between its duty to clients, who demand
to pay the least tax possible (a duty confirmed by many Courts

of Law), and taxation authorities expecting them to act as unpaid
tax inspectors. Taxpayers have become increasingly litigious
where they feel that their accountant has failed to provide them
with appropriate advice, including advice on what could be per-
ceived by others as aggressive tax avoidance schemes.
However, the profession should not feel sorry for itself. It plays
a vital societal role for the smooth running of the tax systems
in most countries, not least due to their complexity. The profes-
sion also provides invaluable assistance to taxation authorities in
managing tax compliance and collection and in assisting policy
makers in both determining the costs of their programs and in
the creation of new tax legislation.

We should not waste any time bemoaning the present but rather
concentrate our attention on doing the right thing and on the pro-
fession’s role in the future.

The profession does have a duty of care to their clients to act
in their best interest. However, “best interest” should not solely
to be measured in financial terms but also in terms of social im-
pact—in practice, managing risk. This is not an abstract concept
but rather the very real risk that, in a world of near instantaneous
communication, reputational damage can lead to financial dam-
age. One can debate endlessly whether “fairness” is a concept
that should play a role in taxation—the current reality is that
perceived “fairness” is playing a role in the future of taxation.
The profession is proud of its ethical principles and in acting in
the public interest. We seek to stand apart from other profes-
sions that do not meet our self-imposed high standards. We
need to stand by these principles, and be seen to be doing so by
the world in general.

Consequently, the profession should lead the debate as to what
is acceptable tax planning and what constitutes unacceptable
tax avoidance. It needs to accept that being seen to participate
in or promote “aggressive” tax planning could harm its reputation
in the long term and possibly even lead to its licence to practice
being revoked. Finally, the profession must be forthright in its
condemnation of tax evasion so that the general public is left in
no doubt that tax evasion is not acceptable to the profession.
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Banking

Banking

enter another OTP while processing his application: one at the
login page in order to verify the user identity, another is when the
transaction is submitted or even when the online banking page
has been idle for a longer time. The attacker uses advantage of
these options and uses them to tricking the user to generate an
OTP and input it to field totally controlled by the attacker, and
thus trick the user into providing him with an un-used ready to be
used OTP. The attacker then makes use of this newly generated
OTP to conduct a fraudulent transaction while using the correct
credentials of the victim.

In both examples, Banks involved in these transactions can’t de-
tect that the transactions are fraudulent, since they appear to be
originating from the authentic customer himself, and therefore
these transactions will be normally processed and flagged le-
gitimate.

So, to sum up the basic flow of a Man
in the Browser Attack:
1. A customer gets infected by a Trojan designed to launch
an MITB attack
2. When the customer is initiating an online transaction, the
Trojan is activated
3. The victim will affect all his credentials and authentica-
tions required
4. The Trojan will modify the transaction details.

5. The Trojan tricks the user by displaying fake pages, s
howing transaction details originally entered by the user.

MITB attacks are not targeted to one region or geography; they
are a global threat affecting all regions. Since they are hard and
expensive to conduct, they are usually performed by well fund-
ed and well organized cyber criminals. These criminals mostly
target clients or accounts with high volume of transactions and
multiuser authorizations: accounts that are managed by multiple
users within an organization.

MITB Mitigation

Ensuring user confidentiality and integrity of their online banking
services, as well as reducing financial impact caused by online
frauds are of high importance to financial institutions. Although
hackers will keep on finding several technical and non technical
ways to conduct fraudulent malicious activities, there are some
concepts and methods, in the case of MITB, that could lead to
the reduction of financial impacts.

The first would be implementing an Out-Of-Band Authentica-
tion and Transaction Verification. An OOB requires that authen-
tication and transaction verification are performed outside the
customer’s web browser and essentially outside the customers
PC. A common form of OOB authentication is delivering an SMS

Man-in-the-Browser Attack

Primary Objective: spy on browser sessions
{mostly banking) while intercepting and
modifying the web page contents transparently
in the background. Typleally, what the user Iz
cesing on histher browser windew is not
something which the actual server sent
Simflarty. what the server ses: on the other end
might not ba what user was Intending to send.
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123456
PASSWORD

OTP along with the details of the transaction and therefore allow-
ing the user to review and confirm the details of the transaction
before entering the OTP into his PC browser.

The second method would be implementing an enforced secure
browsing environment. For example, some financial institutions
provide their users with portable web browsers stored on the
USB authentication tokens, this USB flash device is set as “Read
Only” which prevents any user, malicious attacker or any soft-
ware from modifying the data stored on it, this setup which will
prevent any infection from reaching the stored portable browser
application. Moreover, this trusted browser can be pre config-
ured by the bank to open specific internet pages and block any
attempt to navigate into other un-assigned sites.

Another effective method to mitigate risks arising from MITB is to
use Fraud Detection Based on behavior. User profiling will cre-
ate a baseline normal behavior so that abnormal behavior can
be detected and the user can be alerted before an actual trans-
action takes place. For example if a bank detects that an online
banking customer is conducting an abnormal and unusual trans-
action (maybe using a new beneficiary, a newly used currency,
a new location to establish the online banking session, etc...) it
will stop the transaction and require direct intervention from the

user in order to verify the validity of this transaction either by us-
ing SMS, Email or even phone calls. The bank systems will learn
the patterns and behavior of this user in order to improve their
screening process.

There are several ways to fight MITB attacks, but the most effec-
tive one is user awareness. Total dependency on the technical
aspects is insufficient. When indulging in an online Bank agree-
ment with its customers, Banks should provide adequate train-
ings, materials and even awareness quizzes and instructions
that aim to educate the user into spotting any inappropriate and
malicious activity being conducted on his PC, and in his browser
specifically. Yet banks should acknowledge that protecting their
security should be extended outside their parameter to reach the
client side.

Finally a combination of customer awareness and educa-
tion, the correct and appropriate use of alerting systems,
along with the keen screening behavior and monitoring
systems can provide the online banking industry with an
effective protection against MITB attacks. Although these
protective measures will not guarantee a safe and fraud free
environment, but it will significantly lower the risks of get-
ting bitten by a malicious attacker.
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Man in the Browser
The Online Banking Nightmare

Since 2004 the popularity of online banking has been rising rapidly, Hackers, fraudsters, cy-
bercriminals and other individuals with malicious intentions present heavy threats to online
banking. These people have led banks to adopt internal and external security countermea-
sures; some of the internal measures include deploying multiple defense layers, DMZ, filters,
firewalls, intrusion prevention systems, honey pots, packet analyzers and so on. While on
the external level banks were able to impose some security features on their clients including
strong password, double factor authentications, tokens, virtual keyboards, secure socket
layer (SSL) encryptions, and awareness guides to their clients.

hen these cybercriminals realized that targeting banks is

now hectic and will require lots of time and effort, they
switched to the weaker link, the USER, the person that is using
the online banking service.

And therefore a new attack emerged, the Man In the Browser
Attack or: MITB attack is an attack that threatens the current
online banking systems not by addressing the top notch security
implemented by banks but by targeting the less aware and vul-
nerable end users.

Two-Factor Authentication

Two-factor authentication also known as two-step verification is
a process involving two stages to verify the identity of a person
trying to access services on a computer or in a network. One
of which is typically something memorized, such as a security
code, password or PIN, and the other of which being an OTP
(One Time Password) generated by a physical token, such as a
card, or even mobile verification (SMS).

Since this method elevates the level of security and decreases
the incidents of identity thefts, it has not only been adopted by
financial institutions (online banking), but also by several online
services providers (Social Media, Cloud Storages and Email
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Services).

The adoption of TFA or Two-Factor Authentication significantly
decreased the fraud figures in the last two years. For example if
hacker succeeded in unveiling a customer’s login password by
either cracking it, regardless of its strength and complexity using
commonly used technical tools, or by stealing this password by
the use of spear phishing, the hacker will not be able to proceed
without supplying the online banking website with the another
verification OTP that is sent to the customer via his personal
mobile phone (SMS). In this case the hacker along with having
the first password is required to have access to the customer’s
mobile phone to utilize the received code in order to proceed
with any transaction.

Moreover, TFA provide an elevated sense of security to the cus-
tomer and to the issuing financial institution. But then the MITB
attack was introduced.

MITB: Man-In-The-Browser-Attack

Man in the Browser or a modified version of the notorious
Man in the Middle Attack is a form of internet threat introduced
to the victim’s system using a malware, mainly a Trojan that
infects the web browser by taking advantage of vulnerabili-

ties in the browser security and it aims to modify web pages,
transaction content or even insert additional transactions. All
of these modifications are done in a completely covert fashion
invisible to both the user and host web application. An MITB
is created to intercept data as it is transmitted over the secure
communication channel between the victim and the online ap-
plication. The Trojan responsible for the infection hides itself
deep into the browser code and can be programmed to launch
itself when the user accesses a specific online banking web-
site.

The malware responsible for infecting a user’s PC is usually
introduced to the victims system when the user is tricked into
clicking on an applet placed in a fraudulent website; usually this
applet claim that an update or so called advantage is needed
to view the un-displayed content. Upon clicking on this applet a
script is executed allowing the malware to run and accordingly
infect the browser.

When MITB Attack is running it has the ability to intercept, ma-
nipulate and modify the contents of online banking WebPages
by adding extra fields in order to trick and outsmart second au-
thentication mechanisms.

Two famous examples are widely spread and can explain the
situation clearly,

Example1: when a user with an infected browser initiates a
transaction, the attacker has the ability to change several param-
eters of this transaction including but not limited to the amount
or the beneficiary but the victim’s browser will still display to the
user the original and correct information, tricking him into believ-
ing that he had entered the valid data. Thus the user inputs his
authentication credentials along with the OTP generated for this
transaction and submits the transaction for processing. The at-
tacker can even modify statement of accounts in order to trick
the user into seeing the legitimate transaction being processed.
Example 2: Some online banking services require the user to
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An Ambitious Program of a Fine Profession

This is the first time I address my colleagues through our magazine, the Certified
Accountant.

We have come to the LACPA as a professional council having a professional and
ambitious program and a clear vision for the advancement of our association.
Now, we have started to reap the benefits of our efforts.

Our program encompassed several objectives which turned into a roadmap that
we plan to attain for serving the profession. These objectives vary from effective
presence to professional development. This could be achieved by intensifying
our training courses and activating and strengthening our cooperation with all
international regulatory as well as professional bodies. This goes in parallel to our
active international presence and monitoring of professional development.

Our roadmap turned into intense workshops full of professional renewal and
development factors. This started by opening several communication channels
with leading international professional bodies. I would like to inform you that
we are receiving the positive feedback regarding the MOUs signed with the
association of Chartered Certified Accountants and the Institute of Management
Accountants IMA in July.

In addition, we have re-actived our cooperation agreement with the Ministry of
Finance and have built effective communication with regional and international
professional bodies.

Since our profession is closely related to the various professional bodies in
Lebanon, in the public and private sectors. We have started on strengthening the
relationship with various local regulatory bodies.

The presence of professional local, regional and international associations in
our 19" International Scientific Congress Audit Complementarity Effects on
Business, organized by the LACPA in collaboration with the World Bank, is an
indication for this cooperation, a cooperation that shape up our vision for the
future.

With regard to the LACPA international presence. We have regained our
international presence through the effective contribution in the Intergovernmental
Working Group of Experts on International Standards of Accounting and
reporting ISAR in the United Nations, UNCTAD, through presenting a paper
on its 31 session, as well as participating in the International Conference of
Accountants WCOA 2014 recently in Rome.

The advancement of the Association is our objective. And our core objective is
the amendment of the current law regulating the profession. That should comply
with the latest professional and economic development, including protecting
the professional interests of LACPA members. In this context, the professional
working group will issue the final draft of the proposed amended law regulating
the profession by the end of 2014. And we will exert all the necessary effort
in collaboration with our colleagues to communicate with all the parliament
members to ratify the proposed law.

President

Elie Abboud
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