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ABSTRACT 

This thesis examines the relation between Earnings Quality and Board characteristics 

of Shariah-compYiant securities companies in Malaysia. The study integrates Shariah 

Principle as additional layer of regulation to examine the importance of having 

Shariah Supervisory Board in these companies. Three empirical studies were 

undertaken and the findings was triangulated to provide more comprehensive picture 

of the results. First, accruals quality models (Jones, 1991; Modified Jones, 1995) 

have been examined and reviewed in the new dataset; and Modified Jones model has 

been identified as the model that could accurately measure the quality of earnings 

reported. Second, the level of EQ has been examined from year 2003 to year 2012. 

The multivariate analysis revealed that independent director, financial and 

competency; and director with Shariah background influenced the level of EQ. The 

composition of the board members is revealed to have influence over the quality of 

Shariah decisions issued by the board. Moreover, the integrity of the board members, 

such as their ethical value, reputation and scholarly background, was found to be 

important in influencing its accountability and independence. Third, the response 

from external Shariah committee has been investigated. The result from Path 

Coefficient Evaluation provide evidence that most of the Shariah committees agree 

that Shariah-compXmnt securities companies (SCC) should have their own internal 

Shariah committee since it will improve the quality of earnings of SCC in Malaysia. 

Findings were then being triangulated to develop the Islamic Corporate Governance 

(i-CG) model for SCC and stakeholder's reference. The contributions of this study 

include: i) a new research setting, where the study used within-triangulation method 

provides new research evidence on the relationship of EQ, boards attributes, 

requirement of SSB and i-CG in Shariah-compXmnt securities companies; ii) the 

Modified Jones model could be used by the stakeholders to assess the earning 

situation of the Malaysian companies; iii) the findings regarding positive response 

from external Shariah committee and Shariah advisers on the importance and the 

need of internal Shariah committee sits in SCC to monitor and improve the business 

processes as well as in issuing Shariah compliance reports which leads to the 

development of Islamic Corporate Governance (i-CG) model. However, the internal 

Shariah reviews were found not to be effectively implemented by the Securities 

Commission (SC) thus raising concern regarding the quality of the Shariah status 

issued by the SC highlighting both the importance and need for an internal Shariah 

committee. 
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