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In conjunction with the issuance of MASB Exposure Draft 74 Amendments to Financial 
Reporting Standards arising from Reduced Disclosure Requirements (RDR), the Malaysian 
Accounting Standards Board (Board) is conducting a survey on the Exposure Draft proposed 
for private entities and entities other than private entities (herein referred to as non-private 
entities) that do not have public accountability.  
 
Background 

 
The Board in 2008 announced its plan to converge with International Financial Reporting 
Standards (IFRS) in 2012. Compliance with IFRS, besides facilitating comparability and 
increase transparency of businesses, will aid to give Malaysian companies and our capital 
market the recognition they deserve as they operate in an increasingly global environment. 
 
Whilst this move is necessary for certain non-private entities, e.g. public listed companies, 
banks, credit unions, insurance companies, securities brokers/dealers, mutual funds and 
investment banks, some constituents are of the view that non-private entities that do not 
have public accountability should not be subjected to the same reporting requirements. 
These constituents also noted that IFRS in the future will be more challenging to apply given 
the increasing demand for transparency by users of financial statements in the global capital 
market and as a result may increase the cost of financial reporting in Malaysia.  
 
In view of the concerns raised, the Board consequently embarked on a project to seek an 
alternative financial reporting framework and the outcome of the project proposals are 
contained in the Exposure Draft. The Board is conscious that the alternative framework 
proposed would have to be distinct from the existing FRS framework so as not to affect the 
Board’s IFRS convergence policy in 2012. 
 
In this regard, you are invited to complete the Questionnaire in Appendix I as the Board 
would like to hear your views on whether these groups of entities should be given an option 
to adopt an alternative framework to the existing FRS framework.  
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Who would be affected? 

The Board proposes that MASB ED 74 to be applicable to: 

(A) subsidiary, associate or jointly-controlled entity, whose parent, investor or venturer 
respectively is not a private entity1, but by itself (i.e. the subsidiary, associate or 
jointly-controlled entity) is a private company2 and does not: 

• submit financial statements to either the Securities Commission (SC) or the 
Bank Negara Malaysia (BNM).  

• have public accountability3. 

(B) private entity that has no public accountability which uses FRS.  
 
The proposed scope of MASB ED 74 is formed based on the structure of the definitions of 
private entity and public accountability.  

The Board decided to use the definitions of private entity and public accountability on the 
basis of consistency with the existing financial reporting framework which the Board expects 
would be well understood by the accounting fraternity. 

Illustrations 
 
The charts below illustrate the proposed scope for the FRS-RDR framework. 
 
 
 

 

 

                                                           
1  A private entity is a private company, incorporated under the Companies Act 1965, that–  

• is not itself required to prepare or lodge any financial statements under any law administered by the 
Securities Commission or the Bank Negara Malaysia; and 

• is not a subsidiary or associate of, or jointly controlled by, an entity which is required to prepare or lodge 
any financial statements under any law administered by the Securities Commission or the Bank Negara 
Malaysia.  

2  A private company is as defined in Section 15(1) of the Companies Act 1965. 
3  The definition of public accountability is found in the IASB’s International Financial Reporting Standards for 

Small and Medium-sized Entities (IFRS for SMEs). An entity has public accountability if:  

(a) its debt or equity instruments are traded in a public market or it is in the process of issuing such 
instruments for trading in a public market (a domestic or foreign stock exchange or an over-the-counter 
market, including local and regional markets), or 

(b) it holds assets in a fiduciary capacity for a broad group of outsiders as one of its primary businesses. 
This is typically the case for banks, credit unions, insurance companies, securities brokers/dealers, 
mutual funds and investment banks.  

The Board in March 2010 issued IFRS for SMEs as MASB ED 72 FRS for SMEs. For more information 
about MASB ED 72, visit www.masb.org.my. 
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Illustration A 

Subsidiary / associate / jointly-controlled entity, whose parent, investor or venturer respectively is 
not a private entity, but by itself (i.e. the subsidiary / associate / jointly-controlled entity) is a private 
company and does not 

- submit financial statements to either the SC or the BNM  

- have public accountability. 

 

� = denotes eligible to apply the proposed FRS-RDR framework 

� = denotes ineligible to apply the proposed FRS-RDR framework 
 
 
Illustration B 

Private entity that has no public accountability which uses FRS 

 
� = denotes eligible to apply the proposed FRS-RDR framework 

� = denotes ineligible to apply the proposed FRS-RDR framework 
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Size threshold 

The Board considered using a size threshold to prescribe the applicability of the RDR 
framework but decided not to, on the grounds that: 

(a) size threshold are arbitrary; 

(b) keeping size threshold to identify entities could involve additional maintenance and 
monitoring costs; and 

(c) using public accountability as a basis would be consistent with international 
requirements.  

 
What are MASB ED 74 proposals? 
 
The Exposure Draft proposes to introduce a framework known as Financial Reporting 
Standards – Reduced Disclosure Requirements (FRS-RDR) which would allow entities that 
meet the specified criteria to provide lesser disclosures than those required under the 
existing FRS framework.  
 
In developing the proposal, the Board considered the financial reporting framework applied 
by entities that do not participate in public capital markets and have no public accountability 
in other jurisdictions, such as Australia, Hong Kong, Singapore and the United Kingdom.  
 
The Board preferred the reduced disclosure requirements framework as adopted by 
Australia. This is because disclosures requirements are reduced substantially whilst the 
recognition and measurement requirements are identical to the FRS framework. As FRS 
127 Consolidated and Separate Financial Statements requires consolidated financial 
statements to be prepared using uniform accounting policies, the Board does not believe it 
would reduce the cost of financial reporting if different recognition and measurement bases 
are prescribed for the subsidiaries, associates and joint ventures, that do not have public 
accountability, of non-private entities.  
 
In determining disclosures under the proposed FRS-RDR framework, the Board uses the 
succeeding approach adopted by Australia: 

(a) following the IFRS for SMEs approach to reduce disclosures in cases where the 
recognition and measurement requirements under the proposed FRS-RDR align 
with those available under the IFRS for SMEs; and 

(b) applying the “user need” and “cost-benefit” principles of the IFRS for SMEs (that is, 
the same principles used by the IASB in determining disclosures under the IFRS for 
SMEs) to arrive at reduced disclosure requirements in cases where the recognition 
and measurement requirements under the FRS-RDR differ from those under the 
IFRS for SMEs.  
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In the Board’s judgement, the IFRS for SMEs is appropriate to be used as a basis in 
prescribing the relevant disclosures under the proposed FRS-RDR framework as it is a set 
of high-quality and understandable global financial reporting standards that was developed 
based on the basis of users’ needs and cost-benefit analysis. 
 
When is MASB ED 74 effective and is it mandatory? 
 
The Board will determine the effective date of MASB ED 74 after considering public 
comments and all relevant factors.  
 
The Board proposes that the FRS-RDR framework to be an option instead of a mandatory 
requirement. This is because the Board in its consultation with affected parties noted that 
some parent, investor or venturer may require its subsidiaries, associates and joint ventures 
that do not have public accountability to provide disclosures under the FRS framework.  
 
Disclosures under the FRS-RDR framework are the minimum disclosures required to be 
included in the financial statements of entities that meet the specified criteria. If in its 
judgement it determines that disclosures in addition to the FRS-RDR framework are 
required to meet the objective of financial reporting, the entity should include the additional 
disclosures using requirements in FRSs as a guide.  
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Name:  Email:  

Organisation:  Designation:  

Contact no.:  Fax no.:  

You are: (   ) Preparer of financial statements (   ) Others (please specify) 

 (   ) User of financial statements  

 
Kindly return the Questionnaire to MASB on or before 31 January 2011   

via email technical@masb.org.my or fax at +603.2240.9300. 
 
 
Please tick (√) the appropriate boxes and provide your reasons for your answer. 
 
[1] Do you agree with the Board’s proposal to permi t the FRS-RDR framework as a 

financial reporting option for subsidiaries, jointl y controlled entities and 
associates as defined in the preamble of this Quest ionnaire? Why or why not? 

 

(A) Yes  
   

(B) No  

Please proceed to answer Question [2] if you answered “Yes”.  
 

Comments: 

 

 

 
 
[2] Do you agree with the proposed definition of en tities eligible to apply the 

proposed FRS-RDR framework? Why or why not? 
 

(A) Yes  
   

(B) No  

Please proceed to answer Question [3] if you answered “No”.  
 

Comments: 
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[3] Alternatively, do you think the applicability o f the proposed FRS-RDR framework 
should be limited to: 

(i) wholly owned subsidiary whose parent is not a p rivate entity, but by itself 
(i.e. the wholly owned subsidiary) is a private com pany and does not 

- submit financial statements to either the SC or t he BNM  

- have public accountability. 

(ii) private entity that has no public accountabili ty which uses FRS. 
 
In other words, partially-owned subsidiaries, assoc iates and jointly controlled 
entities would not be eligible to apply the propose d FRS-RDR framework. Why or 
why not? 

 
(A) Yes  
   

(B) No  

Please proceed to answer Question [4] if you answered “No”.  
 

Comments: 

 

 

 
 
 
[4] What entities do you believe should be eligible  to apply the proposed FRS-RDR 

framework and why? 
 
Comments: 

 

 

 

 

 

 

 

 
 


