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PREFACE:

It is the pleasure of the Financial Accounting Standards
Board for Islamic Banks and Financial Institutions to
present a summary of its activities in the period from
its first meeting on 9,6.1411H corresponding to
26.12.1990. The Board invites those concerned with the
development and promotion of accounting thought for
Islamic Banks and Financial 1Institutions and the
preparation of accounting standards for it, to furnish
the Board with their comments in general and on the
studies and researches summarised in this report in
particular. These include:

1. Objectives of financial accounting for Islamic
Banks and Financial Insitutitouns (Appendix (1)
includes summaries of papers presented on the
topic).

2. Financial accounting concepts for Islamic Banks
and Financal Institutions (Appendix (2) includes
summaries of papers prepared on the topic).

3. Presentation and general disclosure standard
(Appendix (3) includes summaries of papers
prepared on the topic).

4. Objectives concepts and standards of Financial
Accounting in the countries where there are Islamic

Banks and Financial Institutions. Aand the role of

governmental, national and professional bodies in
the preparation of Financial Accounting objectives,
concepts and standards (Appendix (4} includes
summaries of the papers presented on the topic)

Comments are to be sent to the following address:
The Financial Accounting Organization for
Islamic Banks and Financial Institutions

P O Box 1176, Manama Bahrain
Tel: 244496 Fax: 250194 Tlx: 7585

FPinancial Accounting Standards Board for
Islamic Banks and Financial Institutions
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SUMMARY OF THE ACTIVITIES OF THE FINANCIAL ACCOUNTING
BOARD POR ISLAMIC BANKS AND FINNCIAL INSTITUTIONE FROM
THE FIRBT MEETING ON 9.6.1411H CORRESPONDING TO
26.12.1990 TO THE 4.7.1412H CORRESPONDING TO
9TH JANUARY 19%2.

INTRODUCTION

Steps were taken in relation to the preparation of the
financial accounting standards for Islamic Banks and
Financial institutions since the agreement of
association was signed on 30.3.1410H corresponding to
29.10.1989 and the first meeting of the Supervisory
committee on 9.6.1411 corresponding to 26.2.1990 and its
registration as a legal entity in Bahrain under No.
24524 on 12.9.1411H corresponding to 27.3.1990. The
agreement of association and the constitutions and the
due process are shown in appendix (5), (6), (7) and (8).

Decisions have been taken so that the board will take
the necessary steps to implement the duties assigned to
it and to achieve the objectives of the the Financial
Accounting Organization for Islamic Banks and Financial
Institutions. The following  meetings and the
discussions resulted in a number of papers, studies,
researches and reports which were bound in five volumes
and deposited with the Islamic Research and Training
Institute of IDB. These assisted in specifying the idea
of standards preparation and determining the
organizational frameworkX for preparing the bylaws which
regulate the activities of the Board and its committees.
Consultants in Sharia and accounting are assisting the
Board's efforts as will be detailed in section (1) on
the products of studies and technical research.

The Financial Accounting Standards Board held two
meetings todate. The first one was held in Bahrain on
the 9.6.1411H corresponding to 26 December 1990. The
second one was held in cCairo on the 12.11.,1411H
corresponding to the 26th of May 1991. A detailed
report on the activities of this period was prepared and
sent to the board members. This report may be consulted
at the organization's HQ in Bahrain.

The planning committee held 17 meetings since the first
meeting on 9.6.1411 corresponding to 26.12.1990. In
those meetings a number of decisiona concerning the
administrative and the organizational matters have been
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taken, also decisions pertaining to the tehnical
activities have been taken. Those decisions laid down
the basis and the framework within which the different
papers and studies have to be conducted and presented.

Each paper or study passes through certain channels in
order to reach the final shape which would allow the
standards to be promulgated.

In order to focus attention on the results of those
studies and researches and to draw light on the efforts
made the subjects concerned are listed below. A brief
on each topic is given in section (1) and an appendix on
each paper of what was prepared is attached.

Objectives of financial accounting for Islamic
Banks and Financial Insitutitouns (A .ppendix (1)
includes summaries of papers presented on the
topic).

Financial accounting concepts for Islamic Banks
and Financal Institutions (Appendix (2) includes
summaries of papers prepared on the topic).

Presentation and general disclosure standards
(Appendix (3) includes summaries of papers
prepared on the topic).

The role of governmental, national and professional
bodies in the preparation of Financial Accounting
objectives, concepts and standards (Appendix (4)
includes summaries of the papers presented on the
topic)

The report also includes a brief on the administrative
affairs of the financial accounting organization as
shown in (2) and the financial position of the financial
accounting organization as shown in (3).

1. PRODUCTS OF STUDIES AND RESEARCH

1.1 OBJECTIVES OF FINANCIAL ACCOUNTING FOR ISLAMIC
BANKS AND FINANCIAL INSTITUTIONS

1.1.1 Methedelogy of the Study
From the methodological discussions to prepare the
objectives, two approaches were presented; one of those

approaches is by induction from the users of financial
accounting reports for Islamic Banks and the second one
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is deduction of what is considered has an objective in
the Islamic perspective. This last methodology allows
going into two directions; looking to the objectives as
known in the western accounting thought and adapting it
to the Islamic principles. The other one is a more
original path, i.e. to take from Islamic knowledge what
is considered as objectives of accounting and from human
thought what does not contradict with Islamic
principles. This is in line with the fact that wisdom
is the fact sought by the believer who takes it wherever
he finds it. It has been decided that the second method
and the second path is the most appropriate. It will
ensure the originality of the product and will make it
responsive to the needs of the present time.

1.1.2 A brief on the papers prepared on objectives
of accounting

The planning committee has commissioned a number of
consultants in Sharia and in accounting (who formed a
joint team), to prepare papers on financial accounting
objectives. This involved exchange of views between
consultants in Sharia and in accounting, commenting on
papers and providing alternatives to determine a number
of objectives which have been surveyed as a subject of
discussion and as a preliminary unified paper. This
initial paper was discussed in a joint meeting which
included the members of the joint team, the members of
the planning committee, some of the members and the
Sharia Fugaha who are members in the accounting
standards board.

Those who were present reached the conclusion that one
of the consultants in accounting should edit the paper,
in the light of the comments which were presented in the
meeting. The editing was presented to a small committee
which was selected from amongst those who were presnt in
the meeting. That small committee reviewed the paper

introduced. The objectives were specified in 13
objectives. The same paper was presented in a number of
meetings which included consultants in Sharia and
Accounting.

It is hoped that this paper after final review and
editing will be the final proposal for approval from the
Accounting Standards Board. The paper is highlighted in
the following:
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1.1.3 A brief view on the paper on objectives which
has been prepsented to the meeting of the
planning committee

1.1.3.1:

The paper has been called (Accouting Objectives and
Financial reports) January 1992.

1.1.3.2:

The number of pages of the paper were (22) and it
included the objectives and related matters as follows:

1.1.3.2.1:

Historical Study and definition of the approach the
paper is prepared.

1.1.3.2.2:¢
Users of Financial Reports.
1.1.3.2.3:

Differences in the objectives of Accounting and Report
in Islamic Banks and Financial Institutions.

1.1.3.2.4:
I 4
Objectives of Accounting and Reports for Islamic Banks
and Financial Institutions.
1.1.3.2.5:
Arabic references.
1.1.3.2.6:
Foreign references.
1.1.3.3:
Some explanations were attached to some of the
objectives to show why they have been chosen or why they

are distinguished. Quotations to demonstrate the
importance of the objectives are made.
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1.1.3.4:

The 13 objectives are arranged as mnuch as possible
according to their importance.

1.1.4 Summary

Inspite of the major differences between the western
system, and the Islamic system and 4inspite of the
positive effects of Islamic financing there are still a

number of shared aspects between the two systems. Islam
is a reforming revolution having the wisdom of taking
from the experience of mankind and building on it.
Based on the fact that the human being is originally
good and alsc because taking from human experience is
one of the sources of Islamic Jurisprudence. The fact
that Riba is forbidden does not necessarily mean that we
should refuse all that is in banking business. This
should just be limited to deviations and contradiction
with Islam. There are things which may be accepted and
accommodated in Islamic banking in view that it is of
the good human experiences. We should take all that
into consideration in the process of preparing
objectives for accounting and reports in 1Islamic Banks
and financial Institutions. As we look intc the origins
of Islam we should consider the results of human
experience in this field.

1.1.5 The presant cost of preparing the study on
the objectives of financial accounting for
Islamic Banks and Financial institutions

The total cost for this stﬁdy is 29,200.91 Dollars paid
to six consultants who prepared papers and/or
participated in the discussion.

1.2 CONCEPTS OF FINANCIAL ACCOUNTING FOR ISLAMIC
BANKS AND FINANCIAL INSTITUTIONS

1.2.1 PFigh terms-A brief on the papers prepared

It has been proposed to present some preparatory papers
in the field of accounting concepts,by chosing fron
amongst a large number of Figh terms and concepts
relating to financial transactions, based on the need
for finding channels of communication between those
concerned with accounting and those concerned with
Islamic Figh. The Sharia consultants were assigned this
task. They selected approximately 300 Figh terms having
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a close relationship with the topics of financial
accounting. Definitions for those terms are included
references showing their details are mentioned and
explanations of the differences between similar terms
are shown.

The list of terms was revised by exchanging it between
the Sharia Consultants. It is arranged in its final
shape in two ways; 1) according to the topics to
facilitate finding terms relating to single topics 2)
it is arranged alphabetically to facilitate going back
directly to the requaired term.

1.2.2 Accounting terms

It was decided to put before the Sharia Consultants

the important Accounting Terms used in financial
reports. The Accounting Consultants were assigned to
prepare accounting terms and general definitions to
them.

1.2.3 Concepts of financial accounting

Methodology of the study and brief on the papers
prepared on it:

One of two of the consultants (in accounting and Sharia)
was assigned to present the papers on financial
accounting concepts for Islamic Banks and Financial
Institutions. The paper has been reviewed in a meeting
which included the joint team and some of the members of
the planning committee and the standards board. Some
comments were presented regarding the editing of the
paper and others related to the references on Sharia
contained in the paper.

It has been requested from the Consultants in Sharia and
in Accounting, Board members. And the planning
committee members who attended the discussion of this
paper to send their comments so that it will be taken
into consideration to prepare afinal draft which is
assigned to one of the consultants who participated in
the preparation of the paper.

1.2.4 A brief review on the draft paper on concepts
prepared to the meeting of the planning
committee

A brief of this paper is shown hereunder. Currently the

paper is being finalized in preparation for its
approval.
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1.2.4.1:

The paper is called (Financial Accounting Concepts for
Islamic Banks and Financial Institutions) Jan 1992.

1.2.4.2:

The total number of pages is 40. It included the
following six items.

1.2.4.2.1:

Definition of the basic items of financial statements.
1.2.4.2.2:

Concepts of the guality of accounting information.
1.2.4.2.3:

Accounting asumptions.

1.2.4.2.4:

Accounting principles.

1.2.4.2.5:

Principles presenting constraints or exceptions.
1.2.4.2.6:

Concepts on the characteristics of financial accounting
measurement.

The present cost for preparing the study on the concepts
of financial accounting.

The present cost of this study is 27,718.42 Dollars paid
to five consultants who prepared papers and/or
participated in discussion.

1.3 GENERAL PRESENTATION AND DISCLOSURE ESTANDARDS

1.3.1 Purpose of the study

The purpose of this standard in the field of banks and
financial institutions is to show how information is

presented, the nature and kind of information which
should be disclosed when preparing financial reports.
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1.3.2 Brief on the papers prepared on the general
presentation and disclosure standard

Two consultants in accounting were assigned to prepare
papers on the general presentation and disclosure
standards. Each of the two papers is distinguished by
certain features. The first one is to make the copy
easier for the Sharia consultants and the other paper
was concerned with including certain issues from an
Islamic perspective. 1In discussing the two papers in
the meeting of the joint team, it has been decided that
the two papers should be combined in one detailed paper.
The combined paper was referred to one of the
consultants in accounting to crystalize the concepts
presented in the previous papers. When he finishes
that, the consultants and the members of the planning
committee were regquested to send their comments which
will be taken into consideration to prepare the final
draft which will be presented to the board for approval.
Another consultant has prepared a proposal on the
general presentation and disclosure standard. This was
presented to the meeting of the planning committee held
in Bahrain on 8.1.1992. As the proposal is based on the
concepts of Financial Accounting for Islamic Banks and
Financial Institutions which still requires more study,
the general presentation and disclosure standard remains
as a proposal. The following is a review of the paper:

1.3.3 A brief on the paper on the general presentation
and disclosure standard

1.3.3.1:

The name of the paper is "General Presentation and
Disclosure in Islamic Banks and Financial Institutions".

1.3.3.2:

The total number of pages is 22 and it included the
following:

1.3.3.3.1:
Standard
1.3.3.3.2:

Text of the standard.
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1.3.3.3.3:

Requiremente of presentation of financial statements.
1.3.3.3.4:

General disclosure.

1.3.3.3.5:

General explanations.

With +the standard a sample income statement and
financial position for Islamic Banks are attached.
Appendix No. (3) shows a detailed proposal of the

general presentation and disclosure standard.

1.3.4. The financial cost of preparing a general
presentation and disclosure standard

The total cost for this study is 6,000.64 Dollars paid
to the consultants who prepared papers and/or
participated in discussion.

1.4 FINANCIAL ACCOUNTING IN COUTRIES WHERE THERE ARE
IBLAMIC BANKS

1.4.1 Objectives and mathedology of the study

The purpose of presenting studies on financial
accounting in countries where there are Islamic Banks
is:

1.4.1.1:

To review the objective, concepts and standards of
accounting available in it.

l.4.1.2:

To understand the role of Governmental, national and
professional bodies in preparing financial accounting
objectives, concepts and standards and description of
the role of those bodies;

1.4.1.3:
To understand the possibility of making use of each

experience in preparing financial accounting standars
for Islamic banks and financial institutions.
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1.4.1.4:

To explore possible ways of cooperating between those
agencies and the financial accounting organization to
facilitate the implementation of standards which the
organization will promulgate. It has been decided that
the studies will be based on:

~ Interviews with related persons

- Referring to the materials prepared in this topic

- Reference to all laws which govern the bodies and
institutions concerned with the organization of the
accounting profession in the country which will be
studied.

To achieve this objective it has been proposed that the
contents of this study should include the following:

1. A review of the political development and the
position of the local economy.

2. The legal forms of economic enterprises.

3. Historical development of the financial profession.
4. The supervisory bodies of the accounting
profession.

5. The major features of the accounting education.

6. The accounting standards used in the country under

study and the possibility of implementing standards
which the accounting organization for 1Islamic banks
and financial institutions will promulgate.

1.4.2 A brief on the papers prepared on the study
on financial accouting in countries where
there are Islamic Banks

The consultants in accounting were assigned to prepare a
plan, a methodology for the study, an approach to the
collection of the information, time schedule for the
study and a budget. The consultants were alsc assigned
to study the objectives standards and financial concepts
of Islamic banks and financial institutions from the
user of financial reports  prepared by these
institutions. To achieve this purpose, the following
was prepared:

TC23109.020 11




* A questionnaire addressed accountants and those
working in financial banks, wuniversity lecturers in
accounting, supervisory or professional bodies
organizing the accounting profession.

* An interview addressed to those dealing with Islamic
banks and financial institutions.

The interview stage will be followed by the analysis
stage, writing research and documenting it.

The following countries have been chosen to be the
subject of the study.

- The Gulf Estate

-~ Egypt, Sudan, Jordon

- Tunis, Algeria, Sengal,

- Britain, Switzerland, Al Bahama, Denmark
~ Pakistan, Iran

~ Malasia, Turkey

The consultants were given letters to facilitate their
duties in the countries under study. Those letters were
addressed to the Islanmic Banks and financial
institutions and to the members of the Financial
Accounting Standards Board for Islamic Banks and
Financial Institutions and also to the other related
agencies which will help achieving the purposes of the
studies.

l1.4.3 The present cost to prepare the atudy on the
role of governmental, national and professional
bodies in preparing financial standards

The present cost for the study of the role of
Governmental, national and professional bodies in
preparing accounting cbjectives, concepts and standard
is US$ 40,321.54 paid to five consultants who prepared
papers and/or participated in discussion.
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2. ADMINISTRATIVE AFFAIRS OF THE ORGANIZATION

2.1 ADMIRISTRATIVE BUBJECTS
2.1.1: Registration of the Organigation

The organization has been registered in the state of
Bahrain under No. 24524 on 27.3.1991.

2.1.2: Appointment of the Executive Director and the
Consultants

It has been agreed in the meeting of the planning
committee No. 13 held on 1st to 2nd August 1991 to
appoint Dr. Mohammad Fidauddin as an Executive Director
to the Organization and Dr. Hazim Yasin and Dr. Rifaat

Abdul Karim as consultants. Dr. Rifaat will ke in
Bahrain and Dr. Hazim Yasin will be in Jeddah. Dr.
Rifaat has already commenced his work on 4th September
1991. The appointment of Dr. Mohammad Fidauddin is
still pending the approval of his employer. The
appointment of Dr. Hazim Yasin in Jeddah is postponed.

2.1.3: Renting premises and preparations

An office has been rented for the organization in the
center of Manama city in Bahrain. It has been supplied
with furniture, office eguipments. Also telephone,
telex and fax services were connected to the office.

2.2 CORREBPONDENCE AND DOCUMENTE BENT TO THE MEMBERE
OF THE BOARD, PLANNING COMMITTEE AND THE CONSULT-
ANTS

A lot of correspondence and documents were exchanged
with the members of the standards board, the planning
committee and the consultants on the issues relating to
the activities of the board and the committee.

In Appendix No. (9), there is an index of the documents
and studies which were prepared by the consultants.
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3. FINANCIAL AFFAIRS OF THE ORGANIZATION

The total contributions estimated in the budget of the
first year of the organization is 542,400 USS. The
contributions paid to the organization is 291,200 US$
detailed as follows:

Islamic Development Bank 135,600

Al Rajhi Banking Co. 67,800
Al Baraga Investment Co. 67,800
Faisal Islamic Bank 20,000

Total 291,200

The total estimated expenses for the first year is
452,000 dollars and the actual expenses for the first
year 201,965.17 dollars. The details of the total major
items are as follows:

Capital expenses 20,481,.34
Administrative expenses 15,158.40
Expenses of the cost

of promulgating the

standards 166,325.43

P .

It is clear from the above that the surplus in the funds
of the organization for the first year from the
beginning of the activities of the organization is
250,034.83 USS and this is due to a number of factors:

3.1 The committee made every possible effort to reduce
costs. Also the offices of the members of the planning
committee took the responsibility of administrative
affairs. This continued even after the appointment of
the organization's consultant in Bahrain due to the big
volume of work.

3.2 The administrative body is not fully recruited and
one of the consultants has been appointed in the
headquarters of the organization in Bahrain starting
September 1991.

3.3 Some items were not spent i.e. the supervisory

committee did not hold any meeting in the last year and
the accounting standards board held only one meeting.
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3.4 It is expected that there will be a deficit in the
budget o the second year amounting to 250,000 dollars
and this is because of a number of factors including:

3.4.1:

It is expected that the complete administrative body
will be appointed.

3.4.2:

It will be expected to recruit the research body which
was approved in the second meeting of the financial
accounting board for 1Islamic banks and financial
institutions held in Cairo on 26.5.1991.

3.4.3:

The expected increase in the cost of promulgating

accounting standards to be in line with expected volume
of work.
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In The Name of ALLAH, Most Graclous, Most Mercitul
A Summary of A Study on
THE CHARACTERISTICS OVFI é?kﬁ,r;lslc BANKING SYSTEM [IBS]
THE USURIQUS BANKING SYSTEM [UBS]
by
Dr Ahmed Ali Abdullah
Fedamon Isiamic Bask
Khartoum, SUDAN

introduction
There is a general belief that UBS is the basic system and that it has been well
entrenched in the Muslim world. This is erroneous because usury, which is the
basic parameter on which the Western banking system is established, does not
have its origin in the West. Rather, it was initiated in Judaism and Christianity
which both prohibited it. Muslims had neither experienced the flagrant dealings in
usury not with its institutions before the Western colonial invasion to their

tarritories.

If, however, some people showed a tendency or perhaps an enthusiasm towards
usurious transactions, others have strongly opposed its introduction, struggled to
provent its expansion and sought for atternatives. Usury and its institutions are,
therefore, some of the evils imposed upon the Muslim societies by the colonial
forces and culture. Yet, Muslims have their own values and economic system
which wouid enable them tc get rid of the evils of usury and establish their

banking system.




Similarities B IBS and UBS
The similarities between the two systems may well be exemplified by two
important aspects, namely:
1- the functions of the two systems are almost identical;
2- the banking system is divided into two main branches. These are the
banking services and investments. The two systems carry out the banking
services in almost the same manner. The services are based on the
contracts of hire and agency which are valid in Shari'a and man-made
laws. Banking services are, therefore, acceptable in Shari'a except where

they are not consonant with Shari'a rules.

Differences Between I8S and UBS
The main differences between the two systems revolve around 1- the ghilosophly

of each system; and 2- the mades through which investment is undertaken.,

With regard to the philosophical difference, usury has become the order of the
day in Western civilization despite its prohibition in Judaism and Christianity. This
was possible due to the histerical struggle between the Church and the reformists
during the renascence. Such a siruggle ended in the victory of the reformists.
From that time onward religion 1ost its grip in the West and withered away from
the mundane iife of man.

Secularism took over the role of the Church in this wide fisld and the
institutionalization of usury has been one of its major effects. The process hab

gradually helped the evolution and supremacy of UBS' in the West as well as
elsewhere. |




On the other hand, in the eyes of true Muslims, Islarn is the perfect, complete and
intact message covering and governing all human activities. It does naot,
therefore, accept believing in parts of the message while rejecting others. That
would rather amount to infidelity. This has clearly been expressed in the Quran in

chapter |l verse 85.

Tne economic sector is an important area of human endeavours. Indeed, it falis
within the scope and governance of Shari'a rules. In this vital area usury in
particular has unequivocally been condemned and prohibited. Thus, the main
difference between UBS and |BS is that the former depends largely, if not solely,

on usury whereas the latter strongly prohibits any indulgence in it.

The prohibition of usury in Islam denotes that loan should cease to be a mode
(sigha) of investment. Yet, Islam made it possibie for investors to utilize theit
resources through a number of iawful means which include sale, leasing,
partnership and Mudharaba. These risk-bearing modes are quite different in
nature from usurious loans, thus marking the second difference between the twg
systems.

Advantages and Effects of Islamic Finance
1- Islamic modes of transactions safeguard against the damaging effects of
usurious finance.
2- The positive effects of islamic finance are:
a- The finance goes directly to the assigned project because the

legality of the transaction and its econormic success depends on
that reality.




b- The risk-bearing nature of Islamic finance prompts the institutions
to establish qualified and well equipped departments of control and
follow up. The redemption of capital and the procurement of profit
rest on the success of the profit. This in twn has far reaching
effects.

Despite the differences and positive effects of Islamic finance, there is still much in
common between the two systems. Islam is a reformatory revolution. Its perfection
and practicability are derived, inter alia, from its ability to accommodate the
positive experiences of humanity and build on it on the ground that virtue is a trait
built in man. The prohibition of usury does not, therefore, mean the condemnation
of the human experience in formulating the banking system, but rather the rejection

of that much of it which contravenes the Islamic rules.

Hence, in attempting to formulate the objectives of financial reporting researchers
should seriously take this reality into consideration. They definitely need to dig
deep into the sources of Shari'a; however, the human positive experience is also 2

source which could not be ignored.




In The Name of ALLAH, Most Gracious, Most Mercitul
A Summary of A Study on

THE OBJECTIVES OF ACCOUNTING AND FINANCIAL REPORTING
IN THE ISLAMIC CONTEXT

by
Protessor Yousif Qassim
Protessor and Head of Islamic Sharl'a Department
Faculty of Law
Cairo University
The ! 2 ing in The Islamic C :
Accounting has significant importance in all matters of lifs and humanity. In
accounting, and in all other fields of knowledge, we see the concise verses of
Allah challenging the intellectuals of this discipline. Allah says in the Quran "On no
soul doth God place a burden greater than it can bear, i gets every good that it

garns, and suffers every ill that it earns. (Bagara:286).

We realize that on the good side, the individual is credited with all his minute good
deeds even if they were mere intentions. On the evil side, the individual is only
debited with the sin which s/he has actually committed. Howeaver, the latter does
not include mere intentions because according to the saying of the Prophet,
peace be upon him, “Allah has pardoned for the Muslims the sinful thinking so

long as it has not been expressed or manfiested in deeds and utterness”.

: rability of H Sei Ala]
This is conducted along the same merciful and caring attitude and with the same
balance with which the minute good and evil deeds are judged. But the good

deeds are rewarded ten times and "God giveth manifold increase to whom He




: tablity of the Individual to His /Herselt
The accountability of cne's self is his/her path to salvation on the day of
judgement. According to the Prophet "A prudent Muslim is he who takes himself
seriously and geared his deeds towards the hereafter whereas the helpless

Muslim is he who foliows his whim and caprices and confines himself to wishful
thinking",

Ibn Algium provided a succinct explanation of the good and bad deeds and
argues that each individual has rights and obligations and each should receive his
right,

Double Entry

The origin of accounting in the modern age is what is known as double entry. It is
claimed that this Qriginated with accounting in Italy and that the first person to
write about it was Luci Pacicll. However, this was well antedated by what was
written by Ibn Algium who explained this principle well before it was recognized by
maodern science,

Broad Objlectives of Accounting

The broad objectives of financial accounting can be summarized as follows:
Eirst Objective: To achieve the worship of God. This objective is so broad
that it applies to every deed undertaken by the Musiim including the
learning, practicing, and academic and professional development of
Islamic accounting. Two characteristics can be derived from this ob|ective,
Theae are:




First, the obedience of God and His Prophet should be put before
any other party whether that be capital owner, a shareholder or
otherwise.
Second, the objectives of agcounting in the Islami¢c context cannot
he changed or replaced.
Second Qbiective: To determine the right of each of the parties concerned
and to ensure that each one receives his own right. This objective is in iine
with the saying of the Prophet and in accordance with the explanation of
ibn Algium.

i izl A nti | i xt
The direct objectives ¢an he summarized as follows:

1- To determine all the rights and obligations in a manner compatible with reality

and in accordance with the Shari'a.

2- To determine the growth of wealth and the shares of those who are eligible to it

due to ownership or other rights of eligibility.

3- To determine the losses and the factors which caused it whether that be due to

nagligence, carelessness, delibarate action or any other reason.

4- To determine the financial rights that should be paid in the name of God. This

includes determining the funds that are ligble to Zakah from those that are not.

5- To determine the rights of the parties concemed either at the end of operations
or at liquidation.




8- To determine the rights of the parties concerned duse to transfer of ownership

sither by means of inheritance, will or any other means.

7- To determine the unlawful ar suspicious earnings so as to get rid of them and
not to mix thern with the funds of the organization or distribute them. Instead they

shouid be spent on charitable works.

8- To provide all the scientffic facts and real accounting information to users of

financial statements.

8- To provide usseful information to investors and creditors to eneble them to take

rational decisions in the field of investment and credit and other aspects.

10- To provide relevant information to help investors and creditors and other
parties in estimating the cash returns from their investments in the organization,

the timing of these returns, and the uncertainties that surraund them.

11- To provide information that relates to the economic resources of the

organization which represent sources of cash flows,

This study is a summary of papers presented by the following:
1- Dr Yousit Tobbal
2- Dr Abdel Satar Abu Qoda
3- Dr Ahmed Ali Abdalla and Or Rifaat Abdsl Karim
4- Dr Yousif Qassim




BUMMARY

OBJECTIVES OF FINANCIAL ACCOUNTING AND REPORTING OF

ISLAMIC BANKS AND FINANCIAL INSTITUTIONS
PREPARED BY : DR MOHAMED FIDAUDDIN

JANUARY 1992

This paper is a Summary of the subject : Objectives
of financial accounting and reporting for Islamic
Banks and financial Institutions. It has been
prepared on the request of the Planning Committee
of the Financial Accounting Standards Board for
Islamic Banks and Financial 1Institutions. The
assignment was to summarize, coordinate and rewrite
the subject matter taking into consideration the
several papers which were prepared for the Board
under the same title and the discussipns

emerging from them,.

The paper contains a basic background on the
subject matter which includes an introduction and
an explanation of the methodlogy of deducing the
objectives of financial accounting and reporting
for Islamic Banks and financial institutions. The
latter is basically the joint and coordinated
dialogue between Sharia and accounting scholars
with input from accounting practitionars, central
banks representatives, Islamic bank Senjor
Management and other concerned groups. The dialogue
also took into consideration the contemporary
literature on the subject matter.

The idea of having objectives for financial
accounting and reporting for 1Islamic Banks and
financial Institutions is to start the process of
formulating a conceptual framework of which the
objectives are the first part. The conceptual
framework guides the setting of accounting
standards.

TC23109.014 9




The paper also discusses briefly the following
topics:

The objectives of economic altivities in Islam,
financial accounting, financial statements and
financial reporting, historical developments of
setting objectives for financial accounting, the
importance of determining objectives of accounting
and financial reporting of Islamic banks and
Financial Institutions, users of accounting and
financial reports, limitations of information that
are produced by financial accounting, individual
decisions and their effect on economic
developments, why objectives of financial
accounting and reporting differ in Islamic banks
and financial institutions.

The tentatively agreed upon objectives are:

1.

Providing information regarding the compliance of
the 1Islamic Banks and financial institution
(referred to hereafter as the accounting entity)
with Islamic Sharia in all its activities and
transactions and documenting this compliance.

Determining the resources and obligations of the
accounting entity and the changes in them during
the accounting period in a way that is supported
factually and complies to the Islamic¢ Sharia.

Providing information that is useful in
determining the rights and obligations of all
parties dealing with the entity without prejudice
and with full compliance with the rules of Islamic
Sharia.

Providing information that is useful in
determining the Zakat payable by the accounting
entity.

Providing useful information for making (lawful)
economic decisions.

Providing information that is useful in assessing
the expected cash flow that can be transfered to
the parties dealing with the entity and the timing
and uncertainty associated with this cashflow.

TC23109.014 10




10.

11.

12.

13.

Providing information that is useful in assessing
the performance of management in their discharge
of responsibility toward funds providers, including
their compliance with Islamic Sharia.

Providing Information that is in separating the "un
Islamic" or suspicious earnings - if it happened.

Providing information that is useful in assessing
the profits, attributable to incomplete earnings
cycles and the uncertainty surrounding it.

Providing information that is wuseful in assessing
the extent to which the entity participated in the
development of the Muslim society in which it
operates and other Muslim socieities.

Providing information about the contribution of the
entity to the concept of " Imarat Alard" or
preserving and developing the earth, which requires
that man and his deads to be useful to him and to
others. This includes not polutting the earth, not
wasting the scarce resources, etc.

Providing information about the contribution of the
entity to charitable activities.

Providing information about the human resources
available in the entity and the efforts spent in
their development technically and Islamically.

TC23109.014
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SUMMARY OF PAPER: OBJECTIVES OF ISLAMIC ACCOUNTING
PREPARED BY DR. ABDUL STTAR ABU GHUDDAH

The paper includes a preface on accounting and argues
that it is one of the Sciences on which Allah has given
guidance to human beings to achieve His religous and
worldly intrests. This is part of wisidom which is the
objective of the believer who abides by takes it
wherever it is found, and if it is diverted from its
purpose he brings it back to its purity.

Muslims have been concerned with accounting and have
given it the Islamic flavour by investigating its facts
and giving importance to its ethics. It is agreed that
learning accounting is a non-obligatory duty (Fard
Kifaya); however, lt becomes obligatory for those who
deal in businesses because of the need for it in giving
the rights to those who deserve it. Imam Al~Ghazali
confirmed that the requirements of trading should be
studied to differenciate the permissible from the
forbidden and to distribute profit or loss, He also
explained that the transaction could be correct but
it may contain injustice or harm because it does npt
take 1In consideration the required ethics.

The paper also refers to the fact that there 1is 'a
general objective to all deeds which 1is sto ensure
volusntary obedience and submission (obudiyya) teo Allah
to be in harmonywith the actual obedience. Reference is
made to  Al-Shatiby statement in his Magsad
Al-Taklief: "Bring out the designate from his personal
intrest to willingly be a servant of Allah as he is
compulsory his servent." Hence, such generalization is
sufficient to connote that obudiyya should be one of the
objectives of accounting.

The paper lists the objectives of accounting from anh
Islamic prespective. These are:

1. Providing information to determine, measure
andcontrol all resources and obligations of the project
in a way which is in line with Sharia.

2. Determine the growth of funds and the sharesof its
owners or any other claims including Zakat.

3. Determine the rights of all parties
commenced at the end of the activity, its
equidation or its transfer by heritage, will or
aquisition,

TC23109.015




4. Determine unlawful or doubtful earning to get rid
of it by spending it on charities and not mixing it with
the assets of the project or distributing it (while
realizing that in principle bad earnings should not be
made but if they happen occasionally it must be
eliminated.

5. Draw the ways of kindness and the ethics of Sharia
in transacting business in order o complete the ways of
justice and the need for peace, generosity, consent and
spending on public intrests and charities.

TC23109.015




In The Name of ALLAH, Most Graclous, Most Merciful
A Summary of A Study an

TOWARDS THE DETERMINATION OF THE OBJECTIVES OF
FINANCIAL REPORTING OF ISLAMIC BANKS AND FINANCIAL
INSTITUTIONS
by
Dr Ahmed Ali Abdullah
Deputy General Manager
Tadamon islamic Bank
Khartoum, SUDAN
and
Dr Rifaat Ahmed Abdel Karim

The Financlal Accounting Organization for
Islamic Banks and Flnanclal Institutions

Obudlyya (obsdience and submission to the will of Allah Almignty High) is the
central function of man. Allah Almighty High has, however, paved the way for
man to discharge the duties of that function and consequently attain his freecom
by providing ample ways and means. The right of ownership and the incentives
1o work hard - for self-sufficiency and rendering services to cthers - are some of
those ways and means. Hence, the abuse of material wealth is today claimed to
be greatly responsible for the prevalent evils and more especially the increasing
disparity between the haves and haves-nat. '

However, the wealth that would enable a person to achieve his/her goals and to
discharge with the duties arising thereof must conform, in acquisition and
dispensation, to the norms and rules of Shari'a. In |‘slam, the ownership of
everything is vested in Ailah High Aimighty. Fortunately, this was delegated by
Allah to man but on condition that he has to administer the wealth bestowed upon
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him in accordance with the ruies laid down in Shari'a, Accordingly, wealth has to

be acquired from a lawlul source, by lawful means and spent in the same manner.

In addition to providing man with the necessary tools to achieve his goals, the
Shari’a also imposas upon him duties, which involves his wealth, towards himself,
his family and the community at large. Such duties are meant to serve the same
purpose of helping man to achieve hig objectives. The following are some of those
duties which relate to wealth.

1- Investment and management of one's wealth should be in accordance

with the rules and regulations stipulated it the Shari’a;

2- payment of Zakah and other social co-operation (takafuf) duties,

3- payment of tax as nesd arises;

4- the right of the government to demand loans from its citizens;

5- nafagah - the duty to pay for the needs of the dependents, wives,

children, parents ang other relatives; and

8- the rights of investors, clients, creditors and employeses.

In the light of the above, if we examine the objectives of financial reporting in the
West, particularly in the U.S.A., we would realize that these objéctives are geared
to

1- providing useful information to investers, creditors and other users to help
them in making rational investment, credit, and similar decisions;

2- providing information to the users in 1 abave to assess the amounts, 'dming;,
and uncertainty of prospective cash receipts from dividends, depositors’ profits
and the proceeds from sale, redemption, or maturity of securities or loans; and




3- providing information about the economic resources, the claims to those
resources, and the effects of trangactions, events and circumstances that change

resources and ¢laims to those resources.

However, in 1slam the economic activities are characterized and directed by moral
values. This moral dimension widens the objectives of financial reporting for
Islamic settings as well as the list of the users of these reports. The latter would
include the institutions of Zakeh, investment depositors, shareholders, clients,
creditors, social and charitable organizations, government bodies, management,

employees and others.

Accordingly, the objectives of financial reporting for islamic banks and financlal
institutions would be:
1- to authenticate that the acquisition and disposition of the entity's
resources and the transactions arising from such a process were
conducted in accordance with the Shari'a;
2- to provide adequate and useful information about the funds liable to
Zakah;
3- to provide useful information to investors, investment depositors and
other users to heip them in making rational investment and similar
decisions;
4- 10 provide information to investors, investment depositors and creditors
to assess the amounts, timing, and uncertainty of prospective cash
receipts from dividends, depositors’ profits and the proceeds from sale,
redemption, or maturity of securities;




5- to provide information abaut the economic resources, the claims to
those resources, and the effects of transactions, events and circumstances
that change resources and claims to those resources; |

6- to provide information that is useful to managers and directors in
assessing their past performance and in making decisions in the interests
of owners and concerned parties;

7- to provide information about the tax commitments of the organization;
and

8- to provids information about the contribution of the organization in the
economic and social development of the country and in enhancing the

social co-operation and charitable works.
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Definitions ot e%al Termmology
(Mustalahat Fighlyy
Covering The Activities of lslamlc
Banks & Financial Institutions
compiled by
Protessor Youss!t Qassim
Dr Abde! Satar Abu Qoda
Dr Ahmed Ali Abdullah
A committee comprising the above Shari’a experts has been asked to select legal
terminologies covering the activities of Islamic banks and financial institutions.
The rational behind this work was to furnish non-Shari’a researchers with the
necessary tools which would help them in formulating the objectives and
concepts of financial reporting as well as accounting standards of islamic banks

and financial institutions.

The committee selected over two hundred terminologies to be defined. These
were discussed in a number of meetings which were attended by the members of
the Planning Committee and the Shari'a and accounting consuitants.

The approved list of terminclogies was divided between the three Shari'a experts
to define them. Dr Abu Qoda was asked to organize the submitted definitions. In
discussing the list compiled by Dr Abu Qoda, it was realized that the references,
from which the definitions were quoted or derived, cught to be recarded end that
some of the more relevant definitions needed more elaboration. This was
assigned to Dr Ahmed Ali Abdullah who tock into on consideration the two
observations and compiled two lists,

One jist was arranged in alphabetical order as originally compiled by Dr Abu
Qoda. The other list was prepared in accordance with the substance of the




'T]

terminology. The latter list was developed with two objectives in mind. First, to
show the relationship between the terminclogies. Second, to highlight the

similarities and diferences between the terminologies.




In The Name of ALLAH, Most Graclous, Most Merclful
A Surmmary of A Study on

THE CONCEPTS OF FINANCIAL ACCOUNTING OF
ISLAMIC BANKS AND FINANCIAL INSTITUTIONS

by
Dr Rifaat Ahmed Abdel Karim
The Financlal Accounting Organization for
lslamie Banks and Finanecial Institutions

and

Dr. Abdul Sattar Abu Ghuddah
Sharia Adviser
Dalla Al-Baraka Group

The paper includes the following topics
1- Elements of Financial Statement
2- Qualitative Characteristics of Accounting Information
3- Accounting Assumptions
4- Basic Principles of Accounting
5- Accounting Principles That Constitute Constraints

8- Measurement Concepts of Financial Accounting

1- Elements of Financlal Statement
The elements of financial statements of Islamic banks and financial institutions
comprise the following: assets, fiabilities, revenues, expenses, gains, losses,
equity and investment deposits. These elements are most directly related to
measuring the performance and financial status of an enterprise.
Assets: probable future economic benefits obtained or controlled by a
particular accounting unit as a result of past transactions or events. In

Istamic figh (jurisprudence) an asset can be defined as whatever can
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produce services or benefits whose results would be realized now or in the

future.

Liability: Probable future sacrifices of economic benefits arising from
present obligations of a particular entity to transfer assets or provide
services to other accounting units in the future as a result of past

transactions or events,

Equity: Residual interest in the assets of an accounting unit that remains

after deducting its liabilities.

Investment Depgsits: Funds provided to the accounting unit by outsiders
to be invested in accordance with the established Mudaraba rules. Profits
arising from the investment of these funds should be shared by both the
fund providers and the accounting unit; however, losses would solely be

borne by the former.

Bevenuyes: Inflows or other enhancements of assets of an accounting. unit

or settlement of its liabilities (or a combination of both).

Expenses: Outflows or other using up of assets or incurrences of liabilities
(or a combination of both).

Gaing: Increases in equity (net assets) from peripheral or incidental

transactions of an entity,
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Losses: Decreases in equity {net assets) from peripheral or incidental

transactions of an entity.

2- Qualitative Characteristics of Accounting tnformation

These includs:.
Relevance: To be relevant, accounting information must be capable of
making a difference in a decision.

Reliability: Accounting informaticn is reliable to the extent that users can
depend on it to represent the economic conditions or events that it

purports to represent.

Neutrality: In formulating or in implementing accounting standards, the
primary concern should be the relevance and reliability of the information

that results, not the economic consequence of the standard or rule.

Comparability: Information that has been measured and reported in a

similar manner for diferent accounting units are considered comparable.

Timeliness: Fe¢r information to be relevamt, it must also be available to
decision makers before it loses its capacity to influence their decisions.

This could be one lunar year because it is relevant for the calculation' of
Zakah.

Understandabilty: Is the quality of information that permits reasonably

informed users to perceive its significance. This is consonant with the
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saying of the Prophet, peace be upon him, "address people according 10

their level of understanding".

3- Accounting Assumptions
Economic Entity Assumgtion: The activity of an accounting unit can be
kept separate and distinct from its owners and any other business unit.
This assumptions has been approved by & number of Shari’a scholars and

endorsed in many Islamic conferences and seminars.

Going Concern Assumption: Accounting methods are based on the
assumption that the accounting unit will have a long life. Acceptance of
this assumption provides credibility to the historical cost principle and gives
significance to the current-noncurrent classifications of assets and

liabiiities.

Periodicity Assumptien: This assumption implies that the economic
activities of an accounting unit can be diviced into artificial time pericds.
These time periods vary, but the most common are monthly, quarterly, and
yearly. The latter would match the lunar year which would enable the

determination of the funds liable for Zakah.

Monetary Unit Assumgtion: Accounting is based on the assumption that
money is the common denominator by which economic activity is
conducted, and that the monetary unit provide an appropriate basis for

accounting measurement and analysis.
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Shari'a experts have taken a prudent decision to ignore the phenomenan
of price-level changs (inflation and defiation) to cater against the risk of

accommodating usury in this process.

4- Basic Principies of Accounting
Historical Cost: Cost is generally the most useful basis for accounting
measurement and reporting. Assets and liabilities are accountsd for and
reported on the basis of acquisition price i.e. their historical cost. This has

the advantage of being definite and verifiable.

Other costs include selling price, replacement cost and present value of

future cash flows.

Revenue Recognition Principle: Revenue is generally recognized when 1-
realized or realizable and 2- earned. In the Islamic context, these two
conditions equally apply.

Revenus is usually recognized at the point of sale. However, recognition of
revenue is also allowed on the basis of percentage-of-compietion, end of

production, receipt of cash.

Matching_Principle: This principle indicate that the efforts (expenses)

should be matched with accomplishment (ravenues) whanevar it is
reasonable and practicable to do so. If expenses cannct be associated
with particutar revenues, then an allocation of cost on some systematic and
rational basis might be appropriate. Where, however, this method does
nat seem desirable, the cost may be expensed immediately.
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Full Disglosure Principle: This principle recognizes that the nature and
amount of information included in financial reports should 1- refiect
sufficient details to disclose matters that make a diference to users; and 2-
provide adequate combination and condensation to make the information
understandable, while keeping in mind costs of preparing and using it.

This principle i$ $0 important that it justifies a standard by itseif.

5- Accounting Principles That Constitute Constraints

Materiality: An item is material if its inclusion ¢r omission would influence or
change the judgment of a reasonable person. In other words, it must
make a difference or it need not be disclosed.

The point invoived here is one cf relative size and importance. If the
amount invelved is significant when compared with other relevant items of
the financial statements, sound and acceptable standards should be
followed. Alternatively, i it is quiet unimportant when compared with other
items, appiication of a particular standard may be considered of less

importance.

conservatism: This principle indicates that when is in doubt he should
choose the solution that will least likely to overstate assets and revenues
and understate liabilities and expenses. 1t does NOT urge the accountant

to understate assets or revenues or overstate liabilities and expenses.

Algorm-bil-qonm: Algorm is liability and qonm is profit. This principle
advocates that whoever will benefit from the profit of a transaction should
also bear the costs and losses pertaining to the transactions. Hence, in

effect, this principle calls tor the matching between the beneficiary of a
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transaction and benefits and obligations arising thereof from the same

transaction.

Cost-Benefit Belationshig: This principle indicates that the cost of providing
the information must be weighed against the benefits that can be derived

from using the information,

6- Measurement Concepts of Financial Accounting
Capital Maijntenance: Earnings result only after capital has been
maintained or costs have been recovered. The cancept of capital
maintenance divides return on capital (earnings) from return of capital
(capital recovery). There are two major concepts of capital maintenancs:

the financial capital cancept and the physical capital concept.

In the Islamic context, capital maintenance is given considerable

importance, particularly in partnership. The concept of financial capital

seems o be more in line with Shari'a precepts.

Valuation Appreaches To Accounting: There are three valuation system in
addition to historical cost. These are:

1- Exit valuation: Assets are valued at the net realizable amounts that the
enterprise would expect to obtain from them if they were disposed of in the
normal course of cperations. Liabilities would be similarly valued at the

amounts it would take to pay them off as of the statement date.

2- Beplacement Cost or Entry Value: This is the amount that would be paid

now to produce an asset identical to the one used presently.
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3- Net Present Valye: According to this system, valuation of assets Is a
function of discounted cash flows and income is measured by the change
in the present value of cash flows arising from operations during the
period. However, in practice this system is applied to a very restricted

group of assets and liabilities.

According to the majority of Muslim scholars, this system of valuation is in

consonance with the Shari'a precepts.
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in The Name of ALLAH, Most Gracious, Most Mercitul
A Summary of A Study on

GENERAL REPORTING AND DISCLOSURE STANDARD
FOR ISLAMIC BANKS AND FINANCIAL INSTITUTIONS

by
Dr Rifaat Ahmed Abdel Karim
The Financial Accounting Organization for
Islamic Banks and Fl:ancia Institutions
an
Dr Yousif Tobbal
King Abdel Aziz University

The study comprises & pages and includes the following:

* Introduction

* Financial Statements General Reporting Requirements

This study reflects the preliminary thoughts of its authors concerning the
requirements of the reporting and disclosure standard for Islamic banks and

financial institutions.

The paper starts by defining the concept of disclosure and illustrates the tools which
are used in financial reporting to convey financial information about the

organization to outside users of financial statements,

The paper states the financial statements that are currently used to convey the
necessary information to users of financial statements. It also examines the list of
users of the financial reporting of Islamic banks and financial institutions. It is
argued that, with the exception of the institutes of Zakah and the institutes of
solidarity and charitable works, the information which helps users of financial
reporting in their decision making can be obtained from the financial statements hat

are currently prepared by Islamic banks and financial institutions. Accordingly, the




paper proposes that a statement of the uses and applications of Zakah funds and a
financial report of good faith loan fund to be prepared in addition to the current

financial statements.

The requirements of the balance sheet of Islamic banks and financial institutions
are examined. These included the eiements that should be included in the balance
sheet, their order and the items of e¢ach element. This is followed by the
requirements of the income statement and the type of revenues, expenses, gains and
losses which should be reported. The paper proposes the elements should be
included in the statement of the uses and applications of Zakah funds and the

financial report of good faith loan fund.
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1.1 INTRODUCTION

A)

B)

<)

D)

TC23109.013

This standard is applicable to published
financial statements of Islamic banks and
Islamic Financial Institutions.

Financial statement objectives, accounting
concepts for Islamic Banks and Islamic
Financial Institution are a background of this
standard.

This standard is divided into two main parts
as follows:

Ist Part: General Presentation in the
financial statements of 1Islamic
banks and Islaanmic financial
Institutions.

2nd Part :  General disclosure in the
financial statements of Islamic
banks and Islamic Financial
Institutions.

This standard covers the following three terms
which refer to varying levels of
classification with regard to presentation in
the financial statements:

a) ITEM -- This represents the lowest
possible level of detail for the
preparation of assets, liabilities,
income, expenses, gains and losses. Each
such item is assigned a separate line in
the appropriate financial statement.
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b) CAPTION -- This covers a number of items
that are presented together. A caption
represents and intermediate level of
grouping for purposes of presenting
various assets, liabilities, income,
expenses, gains and losses. Each caption
will be assigned a separate line in the
appropriate financial statement.

c) GROUP -- It covers a number of captions
that are presented together. A group
represents the highest possible level of
grouping for the purpose of presenting
various assets, liabilities, income,
expense, gains and losses. Each group
will be assigned a separate line in the
appropriate financial statement.

1.2 SCOPE

A)

B)

TC23109.013

This standard defines the requirements of
general presentation and disclosure in Islamic
bank general purpose financial statements.

This standard deals with certain
considerations related to the level of
materiality which defines items, captions and
groups as well as respective notes that must
be separately presented in the financial
statements and those which must be combined
with other items, captions, or groups. These
considerations do not apply to the other
issues that are handled by the standard of
general presentation and disclosure for
commercial banks.
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C)

1.3 TEXT
A)
TC23109.013

It should be noted that more accounting
standards commercial bank would be provided
for presentation and disclosure requirements
of the respective subjects of those standards.

General Presentation

This sectlon defines the general requirements
for the presentation of information in 'the
financial statements generally and for each
statement.

A.l1 General Requirements:

1.1 The Integrated Group of Financial

Statements:

o An integrated Group of Financial
Statements consists of the
following:

- Statement of financial position
- Statement of Incone

These statements and
related notes represent the mninimum
requirements for the preparation and
presentation of Islamic bank
financial statements.

Arrangements of financial statements
presentation: Financial statements
must be presented in the following
order:

o Statement of Financial Pesition
© Statement of Income

Notes to financial statements must be
presented immediately after the last
statement and are considered to form
an integral part of the financial
statements.
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1.3 Materiality Consideration:

a)

An item, caption or group is
considered to be of material value if
its omission, non-presentation,
failure to provide notes or wrong
phrasing of those notes leads to

misinterpretation of information
which will impact the feasibility of
these statements to users. To

deternine the level of materiality of
given item, caption or group for
purposes of a presentation in the
financial statements or attached
notes, the nature and relative value
of such item, caption or group must
be taken into consideration. These
two factors are usually evaluated
altogether. However, either of these
two factors may be the decisive
factor in certain circumstances.

Nature of item, caption or Group:

In studying the nature of financial
data to determine if it needs to be
presented as an item, caption or
group in the financial statements or
attached notes, the following should
be taken into consideration:

1) The basis for accounting
measurement or recognition of the
item, caption or group.

2) The degree of reliability in
accounting measurement.

3) The item, caption or group's
relationship/non~-relationship

with the bank's major
operations.
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b)

4) Significance of the item, caption
or group with respect to the
decisions made by the users on

the vbasis of information
contained in the financial
statgements.

Relative Value:

To study the relative value of a
given item, caption or group, it must
be compared on a sound basis by
employing the following principles:

1) Each item caption or group in the
statement of income must be
compared with net income for the
current year or with the average
net income for the past five
years (including the current

year), whichever is more
appropriate for the measurement
of net income, with due

consideration to the trend of net
results during the said period.

2) Each item, caption or group in
the statement of financial
position must be compared with
the total assets of the bank.

3) Contingent assets and liabilities
are not to be considered part of
the bank's total assets or
liabilities.
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1.4

a)

b)

<)

d)

e)

£)

TC23109.013

General principles for the presentation of
information in the financial statements:

The financial statements must be in a form
which would allow a clear presentation of the
bank's assets, liabilities, owners' equity and
results of operations. Terminology must be
used in a manner which would facilitate
comprehension on part of the general user of
information contained in the financial
statements.

Items, captions and groups of no significance
must be grouped together and classified
according to type or relationship to . the
bank's major operations.

Amounts presented in the financial statements
and attached notes should be rounded to the
nearest thousand Saudi Riyal.

Financial statements of, at least the prior
financial period must be presented for
comparison with those of the current period.
Any chane in form or contents of the financial
statements and the corresponding notes must be
disclosed.

Each statement must contain:

© Full name of the bank

o Legal status of the bank

o Date/s of the statement of fiancial position
and period/s covered by other financial
statements.

Notes must have distinctive titles and

numbers. Note numbers must alsc be cross
referenced with related captions in the
respective financial statement. Each financial
statgement must Dbe footnoted with the
following statement: "The attached notes form
an integral part of the financial statements.”
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g9)

h)

Financial statements and attached notes must
be properly numbered.

Subtotals must be presented in a separate
column in each statement.

A) General Presentation Requirements of Individual
Financial Statements:

2.1 General

TC23109.013

1)

2)

3)

4)

Islamic bank statements of financial

position must contain all assets,
liabilities and stockholders equity. These
items must be prepared in a vertical and
comparative manner. Assets must be balanced
with liabilities plus stockholders' equity.

Each item, caption or group presented in
the statement of financial position must
provide for easy comparison with that of
prior period. Comparative figures must be
adjacent to current year's figures to
facilitate comparison on part of the
general user. Reference must alsoc be made
to any change in accounting policy between
the current period and prior period.

Each item, caption or group in the
statement of financial position must be
described in an accurate and clear manner.

Items, captions or groups contained in the
statement of financial position must be
presented in the following order:

O Assets

o Liabilities
o0 Stockholders' equity
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B. Assets
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5}

6)

7)

1)

2)

Assets and Liabilities cannot be clasified
as current and noncurrent in the statement
of financial position of an 1Islamic bank.
No offsetting shall also be allowed between
asgsets and liabilities unless otherwise
required by law, if any.

Debit and credit (contingent) memorandum
accounts shall not be presented in the bqgdy
of the statement of financial position.

Article 4 of accounting concept, for
Islamic bank, and Islamic financial
Institutions Implies that invested fund by
investor other than Sharehclders of the
bank is not a 1liability of the bank.
on the contraries Assets which are
financed by that fund are not assets of the
Islamic bank. For this reason assets of an

Islamic bank should not include such assets
and liabilities of an Islamic bank should
not include such investment.

Total bank assets must be presented in the
body of the statement of financial
position.

As a minimum, the following groups of
assets must be individually presented in
the body of the statement of financial
position in the following order:

© Cash and balances with central bank and
other banks.
© Securities portfolio
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5)

6)

7)

Inventory of goods

Morabaha receivables (short term)

Net Loans (Qard husan)

Investment Securities portfolio

Morabaha receivables (Long term)

Real Estate Investment (Long term)

Bank Shares of corporations and
Mosharakah

00000O0C0C

o Net fixed assets (bank premisses,
furniture and fixtures)
o Other assets

Deposits with Central bank must be
disclosed as follows:

o Legal deposits
o Call deposits
© Other deposits

Deposits with other banks must be disclosed
as follows:

0o Call deposits with other domestic banks
0 Call deposits with foreign offices of
other domestic banks
o Call deposits with foreign banks

Inventory of commercial goods, should be
disclosed. Dislosure should include,

quantity, cost, value and account of

Policy.

Loans "Qard Husan" should be disclosed
according to loan's forth comming Standard.

Trading portfolio and investment securities
portfolio must be disclosed in accordance
with the requirements of the standard for
trading and investment securities
portfolio.
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8) Morabaha receivable should be disclosed. It
should be devided into short term (less
than one year) and long term (more than one
year). Morabaha activities should be
disclosed, and allounce for doubtful
receivable, are to be disclosed too.

9) Long term investment and accounting
policies should be disclosed.

10) Real estate long term investment should be
disclosed.

11) Islamic bank's Share in corporations,
firms and Mosharakat should be disclosed.
Each type should be disclosed
separately. Information about Mosharakats
cost, subject, and bank Share should be
disclosed.

Information about Mosharakats cost subject
and bank Share should be disclosed.

12) Fixed asets (bank premises, eguipment and
fixtures) and other real estate must be
disclosed in compliance with the
requirements of the standard of fixed asets
and other real estata.

13) Other asset items or captions of material
value must be disclosed.

Liabilities

1) As a minimum the following groups of
liability items must be separately
presented in the body of the statement of
financial position in the following order:

0 Depositss (Individuals and corporations)
o Deposits (Banks)
o Other liabilities.

2) Deposit (liabilities) must be disclosed in
compliance with the standard of deposits.

3) Fund Invested by Investors is not a bank
liability (Article 4 of concepts).
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2.4

4)

Other 1liability items or captions of
material value such as zakat and dividords
must be disclosed.

Stockholders Equity

a)

As

a minimum, component items of

stockholders' equity must be presented in
the body of the statement of financial
position in the following order:

*

b)

Paid up capital: This includes the
owners' investment against their equity
or the face value of shares issued by
the bank and actually paid by owners or
shareholders. Declared capital must
also be disclosed.

statutory reserve in compliance with
the provisions of the Companies Law or
the Bankin Control Law in the home
country of an Islamic bank.

Other reserves: This includes reserves
other than statutory reserve, that are
deducted from retained earnings and
allocated to a specific purpose.

Retained earnings.
Total stockholders' equity must be

presented in the body of the statement
of financial position.

2.5 Memorandum Accounts

TC23109.013

a)

Memorandum (contingent) accounts are to
be presented after total assets and
total liability and stockholder's
equity vertically in group totals. The
amounts are to be shown in the middle
of the statement of financial position
in a singular column.

40




A.3 Presentation of Information in the Statement

of Income

3.1 The bank's results of operations must
be presented in a nulti-staged
statement which differentiates between
net income from major operations and
other income, gains and losses.

3.2 Comparative figures for a minimum of
one prior financial period must be
presented and effect of changes in
accounting policy must be disclosed in
compliance with relevant standard.

c) The following groups of items must be
presented in the statement of income of
the bank, if available, and in the
following order:

1. Net income form major operations

2. Other gain (loss)/ revenue (expense)

3. Net income before extraordinary
items.

4. Extraordinary itenms

5. Net income

1) Components of net income from major
operations must be disclosed as
follows:

- Income from commercial activities.

- Income from Morabaha

Income from Modarabah and Mosharakah
Investment income

Income from leased assets

Income from banking services

Income from exchange

Other income

Morahabah bad debt expenses
Administrative and general expenses
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£)

g)

o bt

Again it should be noticed that income
and expenses of the above, should be
income and expenses of the bank
according to accounting concepts
Article-5.

Items or captions of material value
from other gain {loss) revenue
{expense)must be disclosed. The
following items form part of this
group:

o Gain (loss) on investment portfolio
o Gain (loss) on sale of fixed assets
o Return on trading portfolio

Components of extraordinary items of
material value must be disclosed.

B) GENERAL DISCLOSURE

TC23109.013

B.1 1Islamic banks must comply with the

following requirements of disclosure.

1.1 General Information on the bank

Notes to the financial statements must
contain general information on the bank
covering:

o Legal form, articles and memorandum
of association and licence.

o Geographical distribution of bank's
activities.

o Brief description of major services
supplied by the bank.
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1.2

Extraordinary Supervisory Control
Imposed on the Bank.

Disclosure must be made in the
financial statements of extraordinary
supervisory controls imposed on the
bank by regulatory authorities which
limited the authority of the bank's
management of its funds pending the
appreval of those regulatory
authorities. Such disclosure must cover
the following:

a) Date, validity and nature of
controls

b) Type of decisions affected by those
controls.
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ISLAMIC BANK
INCOME STATEMENT FOR THE ACCOUNTING PERIOD
ENDED 12-31-1992

Income Item: 1992 1991
Income from commercial activities x X
Income from Morabahah x x
Income " Modaraban of Mosharakah x b4
Income from Investments X X
Lease's Income X b4
Income from bankino services X X
Income from exchange b4 X

Other income X X

Total Income xXx XX
Expense Items:

General and administration exp: x x
Morabahah had dirt expenses x X

Total expenses XX XX
Net income befor taxes XX XX
Income taxes X X
Net income after taxes XX XX
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ISLAMIC BANK
DETAINED EARNINGS STATEMENT
AT 12 - 31 -1992

Retained earnings 1-1-1992 x
Net income of 1992 x

Retained Earning before
distributiocns XX

Retained earnings distribution:

Statutory reserve b 4
Dividend X
Researves x

XX
Retgained earnings x
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ISLAMIC BANK
STATEMENT OF FINANCIAL POSITION AT 12-31-1992

Note 1992 1991
Assets:
Cash and Deposits in banks X X
Securities Investment X X
Inventory of goods X b 4
Morabaha receivable, (shortterm) x X
Investement (long term) X X
Morabaha receivables (longterm) Xx x
Real estatge investment X X
Bank' share of corporations
firms and Mosharakah
Fixed assets x x
Other asets X .4
Total Assets XX XX
Liabilities:
Bank deposits (demand) X X
Nonbank deposits X X
Short term liabilities X X
Deffered tax b4 X
Payable Aiudemd x b4
Pensions x x
Other liabilities x X
Total liabilities
Stickholder equity:
paid in capital x x
Statutory reserve x X
" " X X
Retained Earnings X X
Total stockholders equity x x
Total liabilities and
Stockholder equity. x x
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Role of governmenta), national and peolessional bodies In the preparation of financlal sccourting

standards - in selected countries
PREPARED BY KHALID JINAHI

1. This research has baen carried out by raviawlng the background information and the process ot
standard setting in the following countries

- England

- Switzedand
- The Bahamas

. Denmark

2. Inrespect of sach of the countriea the following background informat!on has baen researched -

- historical, pofitical and econormc information

- forms of businass enterprise and requirements with regard to ac{counting and audit

|
Forme of business enterprise are fairly similar In the countries researched. Basically
thesa comprisg limited liability companies, partnarships, branches of forelgn
companies, jaint ventures and sole propnetorshlps

Audit requiremants vary from country to cauntry In England all companies are
required to have their accounts audited. In Switzedand, independent audils are
required by law In respect of carporations with capital over SFr § million and by
companigs having bands and debentures outstanqu independent auditors repon to
the Board ot Directors and not to the shareholders. In addition, slatutory audits ara
required for corporations but not for Swiss branches of foreign companigs. In the
Bahamas statutory audit requiraments exist for banks, trust companies and insurance
companies but not for other types of businasses. In Denmark, afl busingss entitias are
required to maintaln eccountmq re¢ords, bit an audn' is only required for corporations,
privata companies, banks, savings associations, lnsurance companies, pensicn
companias, real estate bond lssuing insthutions and Inves:ment pocling companies.
Banks, lnsurance companies and corporations whose shares or bond Issues are
quoted on the Copenhagen Stock Exchange must ba_sudited by two Independent
statutory auditors,

- stock exchanges and {isting requirements

»

England and Switzerand have wall developed and intemnationally recognised stack
exchanges. Thare Is no official stack exchange in the 8ahamas but shares of saveral
public companies are traded in the unofficlal stock ma'rkat

In England, the securitles market is ugulated by the F‘nancsal Sarvices Act, the
primary purpose of which ls the establishment of a fra ework of ragulations for
Investmant sarvices which give effective protection to jnvesters, Companies seeking a
full llsting are required to comply with quotation requirements of the stock exchange
(described in the "Yellow Book™) and must éntar into an appropriate listing agreement.
Companies listed on the stack axchange are required to publish hall-yeary or interim
reports which are required to be circulated (o all sharg'hdden. In terms of accounting
practice, the stack axchange does not prescribe any specific standards of &'s own
aithough I sxpects all companies {except foreign companies) to comply with SSAPs
and for foteign compames to comply with 1ASs.
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In Switzerland, the main stock exchanges are bassd in Zurich, Basle and Geneva. The
stock exchanges are subject to cantonal nules and by the Federal Stock Exchange
Assoclation. Therg are no specific requirements with regard to the accounting
standards that the companies seeking listing are required to follow. Both domestic and
foreign corporations may be listad. Poreign carporations are basically subject to the
same listing requirements a$ domestic corpotations except that a specilic approval is
required from the Swiss Administration Board prior to approaching the Stock
Exchange Assoclation.

There Is only cne stack exchange in Denmark, based I Copenhagen. Stocks are
listed in three categories (the "Bors 1°, *Bors 2° and "Bors 3°) depending upon tha size
of the company and its trading record. Securities may be listed, ¥ in the opinicn of
the Stock Exchange Board, the listing is of public interest.

- developmant of the accountancy profession

In England the accounting profession Is ragulated by the four licansing bodies of
chartered ar certified accountants (which qualify thelr membets to act as auditors) i.e.
The Institute of Chartered Accountants In England and Wales, The institute of
Chartered Accountants of Scotland, The Chartered Association of Certitied
Accountants and The Institute of Chartered Accountants In lreland ; and two other
institites associated with the profession 1@, The Institute of Cost and Management
Accountants and The Chartered Institite of Public Finance and Accountancy,

‘The principal association of the accounting profassion In Switzerand is The Swiss
Chambet of Trustees and Auditors which formulates and supervises the maintenance
of ethical rules of the profession and requires it's members to adhers to minimum
auditing standards. In the Bahamas the accountancy professian is about 20 years oid
with tha formation in 1971 of the Bahamas Institute of Chantered Accountants. The
Bahamas does not have any qualitying route of it's own and membership is limited to
members of ning specified foreign institutes (eg AICPA, ICAEW, etc).

Thers are two well.established accounting bodies in Denmark - The Institute of States
Authorised Public Accountants and the Soclety of Registered Public Accountants.
These bodies are gaverned by their own sezarate laws. The former Is the senior bacy
and issugs pronoucements on accounting and auditing malters,

- requiatory framework, especially centrat bank regulations

]

In England the respensibiiity for basic (egal framework rests with the Depantment of
Trade and Industry. Banks operating within the country are regulated by the Bank of
England. Financial institutions which do net hold a full banking license are governed
by Self Regulatory Organisations ("SROs") under the Financial Services Act. In
Switzerland the Government has set up a mulititude of agencies for the regulation of
business activities. The Federal Banking Commission lotated in Bemne supervises the

*banking sector, the Federal Insurance Comimission regulates the insurance industry,

the Federal Menopolles Commission deals with monopoly related matters. There a
number of direct and indirect taxes which are levied at the nationat and cantonal
levels, Nevertheless Switzarland ls committed to a free enterprise system and
govarnment interference is kept to a minimum. Business In the Bahamas, however, ls
not subject o stringent regulations. There are o monopaly ar antitrust laws. Banks
and trust companias are regulated by the Centrat Bank of the Bahamas and Insurance
companies fali under the supervision of the Registrar of insurance companies.




Responsibility for the basle legal framework rests with the Ministry of Industry In
Denmark. The attitude of the authorities is to allow and encourage free trade. In
1990, the Monopolies Board was cloaed down and replaced by the Competitive Board.
Banking activitles are regulated by the Banking Act and monftoring is the responsibility
of the Banking ingpectarate.

- procedures for setting accounting standards

= The situation with regard to accounting standards varies between ¢ountries. Whilst
England and Denmark have their own standard setting bodies {the Accounting
Standards Board-and the Institute of State-Authorised Public Accountants
respectively), in Switzerdand the Swiss Foundation for Accounting and Reporting
Recommendations issues guidelines governing recommended accounting practice
covering only a few major areas. At the other end of the scale, the Baharmas does not
have any accounting standards of t's own. Instead the Bahamas Institute of Chartered
Accountants recommends that it's members follow international Accounting Standards.

- financial reporting standards

* In England the diselosure requirements for companies are set out in the Companies
Act which sets out a prescribed format for accounts. Certain other disclosures are
required by the SSAPs/FRSs issued by the ASC/ASB and by the rules of the Stock
Exchange. In Switzertand, annual financial statements prepared by Swiss-controlled
companias are required to inciude only & balance sheet, Income statement and
staternent of retained earnings with a minimum amount of disclogure. There are no
legal requirements to produce consclidated financial statements. In the Bahamas,
disciosure requirements for banks, trust companies and insurance companies ara set
out in the laws that govern them. in respect of other companies, disclosures are
generally restricted ta those required by International Accounting Standards.

In Denmark, accounting principles together with reporting, dlsclosure and
consolidation requirements are contained in the Accounting Law of 10 June 1981
which follows the EC Fourth Directive. The EC Seventh Directive on consolidated
financial statemeants wara integrated in the Danish Acgounting Law eFfsctive 1 January
1891, Generally Danish accounting standards do not deviate significantly from
International Accounting Standards.

For the purpase of the research paper | have wtilised a vast body of published information as well
as the information obtained by personal interviews of select individuals (which t carried out during
my vigits to the above mentioned countries).

Bated upon the above, | have discussed in my research paper my findings covering the fallowing
areas -

. The nead for a technical assistance agreement hetween the Islamic Accounting Siandards
Board (the "Board”) and certain other Western accounting standard setters,

How the experience of tha researched countries in setting standards or adepting existing
accourting standards may be utlised by the Board for its purposes. It is feitthat as a
starting paint, Islamic Accounting Standards should be issued as non.enforceable
statements of best accounting practice. Compliance with these standards may be made
mandatory with the help of governmental and other natienal bodies once their credibiity has
been established and the Board has Qained sufficient first-hand experience of it's own,
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. The possible areas which urgently need to be addressed by [slamic standards

The role of governmental and other national bodies in the setting up of Islamic standards
and in ensuring their acceptability bath in the Muslim and outside word,

§.  The paper has been preparad In the fallowing manner -

- Introduction satting out the purpose and modus operandi of the research

- findings and points for discussion

- conclusions {which are summarised below) on the manner in which lslamic Ascounting
standards may be sat -

Board enlists governmental support (major countries in the Isiamic world) for it's
activities.

Board astablishes a conceptual framework dealing with matters such as abjectives of
finangial reporting, qualitative characteristics of financial infarmation, recognition of
financial items, valuation and measurement, etc

Board enters Into technical consultative agreement with recognised standard setting
bodies in the Western wodd (ASC, ASB).

Areas are identified in which Isiami¢ standards are desirabla, Care should be taken at
this stage 1o ensure that areas that are already ¢dvered under existing accepted
standards such as IAS, SSAP, FRS or FAS are no! guplicated.

After due consideration and debate, the Baard issues an “exposure draft” for
discussion. In accordance with the agreement with other standard sefting bodies, this
is circulated to them as well. At this stage care should be taken to ensure that the
recommendations Included therein do not contraveng any islamie laws or commercial
laws of major Islamic countries.

Upon raceipt of comments from ail quartsrs, Board issugs & draft statement of
recommendad practice to be ultimately lssued in final form,

In order to ensure acceptability in the Westem world, the Board should negotiate with
accountancy bodies (such as the ASB in England, Swiss Chamber of Trustees and
Auditors or the Bahamas Institute of Chartered Accountants) and Central Banks of
countries outside the Islamiec world with concentrations of Islamic financlal services
entities on a one-to-ong basls regarding *adoption” of Islarnic SORPs.

Once Isiamic SORFs gain cradibility over a period of time and once Islamic banking
becomes a force 10 reckon with in the world tinancial markets, the long term alm
should be to make the Board's pronouncements mandatory standards.

Istamic SORPs should be Included as part of the curriculum In accountancy stucies
within the {slami¢ world.
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" Islamic Banks & Financlal Institutions In the Western World - Issues, challenges and objectives of their
financial reporting
PREPARED BY KHALID JINAHI

r
1 In this paper | have addressed the question of the objectives of financlal reporting and the need for
accounting standards by reviewing the fundamentals of accountlng theory,

2 Additionally | have reviewed the exparlance of Islamic banks and financial Institutions In the four
countrles that 1 researched as pan of my discussion paper on the role of gavernmental, national
and professional bodies In the preparation of fingnclal accounting standards Le, England,
Switzerland, the Bahamas and Denmark. The purpose of this excercise Is 1o gain an understanding
inta the problams faced by Islamic banks in operaling In the countries researched and aiso the
problems faced by them in the accounting for certaln Islamic transactions.

3 Problems taced by lslamic banks In Western countrles ars plentifl. First of all the biggest
problem Is one of perceptlon. Tha general teeling Is that tsiamlc banks and financial institutions
have hiddan elements of interest in thelr deallngs even though dealingg In riba are prohibited by
Islam. Accordingly Islamic banks are viewed as belng hypocritical. 1t's for this reason that even
Muslimns tend to deal with them only ¥ the sarvices ofterad by Islamic banks are compaétitive.

Thig leads (o the next problam, islamic banks are viewed s being uncompelitive compared 1o
comventional banks. Customer's share of praofits I8 very often lower that Interast rates offered by
non-lslamic banks,

Anather problem faced by islamic Banks Is the antitude of regulatory authorities. They do not
regard Islamic banks as being any different from canventlonal ones and are uncomfcrtakie with
the idea that under Istamic banking, depositors stand a chance to 10se their money In casa the
tank Issues a loss on the Invastment of customer funds. Regulatory athoriies requlre Islamic
banks to classily profit as Intersast In thelr retums, thus Ignoring the lundamental concept of 1siamic
banking,

4 The tollowing tslamic banks and financlai institutions operate in the countrles | have researched.
Engtand

- Al Baraka international Bank Limited

¢ Cavendish Traders Limited

' Al Baraka investment Company Limited
(registered In the isla of Man)

* Al Rajhl Banking and Investmant Corporation

Switzerland

bl Bank Al-Tagwa {a Bahamian company)
Dar Al-Maal Al-istami (OMI) SA
- Falsal Finance (Switzerland)} SA

Th hama

. Dar Al-Maal Al.islamd Trust

* Massart Faysal Al-tslami (Bank & Trust) Babamas Ltd
. Pan Istamic Consultancy Trust

. Bank Al-Taqwa

Denmark

* tstamic Bank International of Denmark s0




In The Name of ALLAH, Most Gracious, Most Merciful
A Summary of A Study on
THE ROLE OF GOVERNMENTAL, PROFESSIONAL AND PRIVATE
ORGANIZATIONS IN THE PREPARATION OF OBJECTIVES, CONCEPTS

AND STANDARDS FOR FINANCIAL ACCOUNTING IN

THE REPUBLIC OF THE SUDAN

by
Dr Ritaat Ahmed Abdel Karim

The Financlal Accounting Organization for
Islamic Banks and Financial institutions

The study comprises 7 pages and includes the following:

* Introduction

* Highlights of the Political Developments and the Status Quo of the
Economy

* Legal Forms of Economic Entities

* Accounting Profession R

* Supervisory Bodies of Accounting Profession

* Accounting Education

* Prevailing Accounting Standards

The paper starts by presenting its objectives and contents. It briefly highlights the
political development in the Sudan since its independence in 1956 and up to the
1989 whea the Sudanese armed forces assumed power. A short description of the
status quo of the economy is presented and two factors are stated as having
contributed to its present condition. The paper also reviews the legal forms of the

econornic entities that are available under the 1925 Companies Act.

The study gives a brief illustration of the history of the Sudaumese professional

training in accounting. It also points out the attempts that have been made to
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establish a body to look after the interests of certified accountants and the obstacles
which had confronted such efforts until the government approved the establishment

of a council for certified accountants in 1988.

The paper states that the supervisory bodies of accounting profession in the Sudan
comprised the raxation chamber and the auditor general chamber. Later on the
council of certified accountants was given this right as well as other broader rights
which included specifying jobs that can be undertaken by accountants, the
development of the code of ethics of the accounting profession and its concepts and

objectives.

The certification requirements to become professional accountant are also
considered. These include membership in one of the recognized professional

accounting bodies and a period of three years training,

The study points out that academic qualification in accounting is provided bv
Sudanese universities. The accounting syllabus differ from one university to the
other, Some universities teach Islamic courses beside the accounting courses while
others attempt to make a balance between the academic and professional
requirements. In addition, some universities have designed their syllabus to match

those of the Association of Certified Accountants in England.

Although there are two universities which use the Arabic language as a2 means of
instruction, all the other universities have already started the process of teaching in

Arabic. The appointment of university staff in the position of lecturer requires a

doctorate degree,
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The paper points out that currently there are no standards that govern accounting
and auditing practices in the Sudan and that in the absence of such standards the
decision is left to the external auditor. The study further reports that there are
atternpts to adopt the international accounting standards, however, this does not
match with the present Islamic orientation of the state. Such an orientation, the
paper argues, would help in the implementation of the firancial accounting
standards which will be promulgated by the Financial Accounting Organization of

Islamic Banks and Financial Institutions.
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In The Name of ALLAH, Most Gracious, Most Merciful

A Summary of A Study on
ISLAMIC BANKS AND FINANCIAL INSTITUTIONS AND
THE OBJECTIVES OF THEIR FINANCIAL REPORTING:

A FIELD STUDY ABQUT

THE REPUBLIC OF THE SUDAN
Dy
Dr Rifaat Ahmed Abdel Karim

The Financial Accounting Organization for
Islamic Banks and Financial Institutions

The study comprises 13 pages and includes the following:

* Introduction

* The Banking Industry in the Sudan.

* The Establishment and Development of Islamic Banks in the Sudan.

* Suspicions about the Practices of Islamic Banks in the Sudan.

* Sources of Funds of Islamic Banks and Their Profits and Losses Sharing
Methods.

* The Qbjectives of Financial Reporting of Non-Islamic Organizations.

* The Objectives of Financiai Reporting of Islamic Banks and Financiai
Institutions From The Perspective of Users of Financial Statements.

* A List of the Individuals Who Were Interviewed.

* Accounting Standards that Should Be Promuigated.

The paper starts by giving a brief description of the methodology which it pursued
and the contents of the study. The structure of the banking industry in the Sudan
is briefly outlined and followed by the names of the banks that are currently
operating in the country. These are classified according to their types

(commercial, branch of foreign banks, spacialized banks).
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The paper then provides a brief description of establishing the first islamic bank in
the Sudan, the objectives for which it was established, the pailitical factors which
helped in its establishment, and the possible reasons behind its success and the

impact this had on establishing other Islamic banks.

The paper als¢ considers the size of the three largest Islamic banks in the Sudan
and the growth strategies which they pursued. In addition, it presents the views
of those who were interviewed concerning whether Islamic banks in the Sudan
have achieved their objectives or not and the possible factors which might have

impacted that.

The suspicions that are attributed to the practices of Islamic banks in the Sudan
alsc are examined. These include the acquisition that
1- the boards of directors of Isiamic banks are dominated by tig investors;
2- transactions are rarely financed by Musharaka and Mudaraba whereas
Murabaha financing is heavily used;,
3- in the application of Murabaha transactions, Shari'a rules are not
adhered to ; and
4. the supervision of Shari'a supervisory boards are not effective in some
islamic banks.

The replies given t¢ the above suspicions are aiso provided.

The sources of funds of Islamic banks and the characteristics of each source are
described as well as the profits and losses sharing methods that are used by
Islamic banks in the Sudan. The revenue recognition method used by Islamic

banks in Murabaha transactions is also presented.
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The paper reports the objectives of financial reporting in the U.S.A and makes
some remarks on them. It also states the obiectives of financial reporting of
Islamic banks as perceived by users of financial statements. These included the
supply of information about the spiritual and social aspects of the bank and the
amounts that are liable to Zakah. In addition, the reservations expressed by
some of the interviewee regarding the inadequate disclosure of information in the
financial reports that are currently published by Islamic banks are presented. The
paper also points out that few of those interviewed revealed that they use the

financial reports of Islamic banks in their decisions.
The paper ends by giving a list of what tha intarviawae parcaivad ta ha tha

fmportant accounting standards that should be promulgated in order of their

prefarencs.
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In The Name of ALLAH, Most Gracious, Most Mercitul

A Summary of A Study on
ISLAMIC BANKS AND FINANCIAL INSTITUTIONS AND
THE OBJECTIVES OF THEIR FINANCIAL REPORTING:

A FIELD STUDY ABOUT

THE ARAB REPUBLIC OF EGYPT
by
Dr Ritaat Ahmed Abdel Karim

The Flnancial Accounting Organization for
Islamic Banks and Financial institutions

The study comprises 15 pages and includes the following:

* Imroduction

* The Banking Industry in EQypt.

* The Establishment and Development of islamic Banks in Egypt.

* Suspicions about the Practices of Islamic Banks in Egypt.

* Sources of Funds of Islamic Banks and Their Profits and Losses Sharing
Methods.

* The Objectives of Financial Reporting of Nen-Islamic Organizations.
* The Objectives of Financial Reporting of Islamic Banks and Financial
Institutions from the Perspective of Users of Financial Statements.

* A List of the Individuals Who Were Interviewed,
* Accounting Standards that Should Be Promulgated.

The paper starts by giving a briet description of the methodology which it pursued
and the contents of the study. The structure of the banking industry in Egypt is
briefly outlined and is followed by an illustration of the types of banks which are
permitted by the law (commercial banks, investment and business banks,
specialized banks). A diagram is also included which shows the number of each
typs of banks and their branches.




The paper then provides a brief description of establishing the first Islamic bank in
Egypt, the objectives for which it was established, the political factors which
helped in its establishment, and the possible reasons behind its success and the

impact this had on establishing other islamic banks.

The response of the interest-bearing banks to the success of the Islamic banks'
experiment is presented together with the strategy pursued by the central bank to
limit the expansion of Islamic banks by allowing non-lslamic banks to open a

branch for Islamic transactions.

The paper also considers the size of the largest Islamic bank in Egypt and the
growth strategy which it pursued. In addition, it presents the views of those who
were interviewed concarmning whether Islamic banks in Egypt have achisved their

objectives or not and the possible factors which might have impacted that.

The paper sheds light on the phenomenon of the Islamic financial institutions in
Egypt or what is known as investment funds companies. It reports the factors
which are believed t0 have led to the establishment of these organizations and
those which have contributad to their success as well as the mistakes they appear

to have committed.

The suspicions that are attributed to the practices of islamic banks in Egypt also
are examined. Thess include the acquisition that

1- the practices of lslamic banks are dominated by interest-bearing banks’
thought;
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2- Islamic banks do not disclose in advance the share of investment
accounts in the profits to be achieved by the bank;

3- lack of awareness by both top management and Shari'a supervisory
board of unlawful practices done by junior staff; and

4- some members of boards of directors receive financing from the banks

for their personal benefits.

The sources of funds of Islamic banks and the characteristics of each source are
described as well as the profits and losses sharing methods that are used by
Islamic banks in Egypt. The paper presents the views of those who believe that
the currently used profits and losses sharing methods are favouring investment

deposits owners.

The paper reports the objectives of financial reporting in the U.S.A. and makes
some remarks on them. It also highlights some of the arguments voiced by the
users of the financial statements of Islamic banks and financial institutions which
advocate that the objectives of the financial reporting of these organizations
should not be developed in isclation from the objectives which they are expected
to achiave. Consideration is also given in the paper to the debate on whether
there are differences between the abjectives of the financial reporting of Isiamic

banks and financial institutions and other types of non-Islamic organizations.

The paper presents the concern of some of the users of the financial statements
of Islamic banks and financial institutions regarding the lack of adequate

disclosura of information in the financial reports and the type of information which
they would like to be disclosed.
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In The Name of ALLAH, Most Gracious, Most Merciful
A Summary of A Study on
THE ROLE OF GOVERNMENTAL, PROFESSIONAL AND PRIVATE
ORGANIZATIONS IN THE PREPARATION OF OBJECTIVES, CONCEPTS

AND STANDARDS FOR FINANCIAL ACCOUNTING IN
THE ARAB REPUBLIC OF EGYPT

b
Dr Rifaat Ahme% Ahdel Karim
The Financial Accounting Organization for
Islamic Banks and Financlal Institutions

The study comprises 11 pages and includes the foliowing:

* Introduction

* Highlights of the Political Developments and the Status Quo of the
Eccnomy

* Legal Forms of Economic Entities

* Stock Market

* Accounting Profession and Its Supervisory Bodies

* Accounting Education

* Prevailing Accounting Standards

* Conclusion

* Reporting Forms of the Financial Statements of Companies Operating in
Investment Funds

* Reporting Forms of the Financial Statements of Holding Companies

The paper starts by presenting its objectives and contents. It briefly highlights the
political development in Egypt since 1952 and up to the present era of President
Husni Mobarak. A short description of the status quo of the Egyptian economy is
presented together with the policies currently pursued by the government to

increase production and the economic development plans it is implementing, The
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study reviews the legal forms of the economic entities that are available under

Egyptian Companies Law number 159,

The paper states the information required by the Financial Market Organization
(the body responsible for the stock market) and the role it plays with other
concerned parties in promulgating accounting and auditing standards.
Consideration is also given to the disclosure standard for holding companies which

was issued by the organization.

A teview of the historical development of the accounting profession in Egypt is
presented together with the laws which were issued to regulate it. In addition, the
paper examines the role of the Association of Egyptian Accountants and Auditors
and the Egyptian Institute for Accountants and Auditors in training and qualifying
accountants as well as the academic qualifications and practical experience required

to practice the accounting profession.

It is stated that almost all Egyptian universities offer a bachelor degree in
accounting and a number of them register students for master and doctorate degrees
in accounting. Arabic is the means of instruction except in one university. The

requirements for the appointment of staff members are also mentioned.

At present, there are no standards that govern accounting and auditing practices in
Egypt. In the absence of such standards the decision is left to the external auditor,
however, practicing members of the Association of Egyptian Accountants and
Auditors ten to adhere to the published international auditing guidelines. The
paper highlights the attempts currently undertaken to adopt the international

accounting standards which are relevant to the Egyptian environment. These would
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be applied to the private sector only since the public sector comply with the uniform
accounting system. There is a permanent technical committee which studies the

problems of the latter system and issues recommendations for it.

The paper ends by pointing out the opportunities available for adopting the
accounting 'standards which will be published by the Financial Accounting
Organization of Islamic Banks and Financial Institutions, It is expected that such
standards would help the banking authorities in Egypt in its dealings with the
Islamic banks and financial institutions sector which is expanding every now and

then.
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OBJECTIVES OF THE FINANCIAL ACCOUNTING FOR ISLAMIC BANKS

AND FINANCIAL INSTITUTIONS IN THE GULF BSTATES AND THE

ROLE OF GOVERNMENTAL, NATIONAL AND PROFESSIONAL BODIES

IN THE PREPARATION OF FINANCIAL ACCOUNTING OBJECTIVES,
CONCEPTS AND STANDARDS

Prepared by: Dr. Abdullah Al Paisal

The Planning committee of the Financial Accounting
Standards Board for Islamic Banks and Financial
Institutions commissioned a number of professionals to
undertake field studies on the objectives of financial
accounting in Islamic Banks and Financial 1Institutions
and the role of governmental, national and professional
bodies in the preparation of accounting objectives,
concepts and standards. The areas in which there are
Islamic Banks and Financial Institutions have been
classified as follows:

1. The Gulf States

2. Egypt, Sudan and Jordan

3. North and West Africa

4. Asia (Malaya, Pakistan and Iran)
5. Europe and the Caribbean

Each member of the research team is assigned a specific
area for his study. The team members worked
independently to prepare their research plans and the
guestionnaires required. A meeting was held in which
the research plans and questionnaires were unified. The
planning committee approved them in its meeting in
Bahrain on Thursday and Friday, 21st, 22nd Muharram
1412,

The objectives of the study included:

1. Define the objectives of financial accounting in
Islamic Banks and Financlal Institutions. This is done
in two ways. The first relates to conceptual framework
of financial accounting for Islamic Banks and Financial
Institutions. The second relates to the needs of the
users of Financial Statements for Islamic Banks and
Financial Institutions.

2. Define in detail the reality of the accounting and
auditing profession and the role of governmental,
national and professional bodies in preparation of
financial accounting objectives, concepts and standards.
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The study plan also identified as an objective of this
study, the definition of the possible or expected role
of these bodies in affecting the objectives and concepts
of financial accounting for Islamic Banks and Financial
Institutions and questionning the possible or expected
role of these bodies in the preparation of financial
accounting standards for 1Islamic banks and financial
institutions operating in the countries selected for the
study.

The writer has undertaken a field surveying in the Gulf
States where there are Islamic Banks and Financial
Institutions. The survey included interviews with:

- Managements of Islamic Banks and Financial
Institution

- A number of dealers with 1Islamic Banks and
Financial Institutions

- Banking regqulatory agencies (Central Banks or
Monetary Agencies)

- Certified Public Accountants specially those
auditing Islamic Banks and Financial Insgitutions.

- Governmental and professional bodies concerned with

accounting and auditing.

Questionnaires were also distributed to a number of
dealers with Islamic Banks and Financial Institutions.
In addition to that a number of documents were
collected, these include:

1. General ledgers held by Islamic Banks and Financial
Institutions including all accounts in the . chart of
account of the Bank or the Financial Institutions.
These accounts show the activities undertaken by the
Islamic Bank or Financial Institutions. '

2. Articles of Association of 1Islamic Banks and
Financial Institutions and its constitutions. These
documents reveal each Islamic Financial Institution in a
clear and detailed manner. .

3. The financial statements prepared by Islamic Banks
and Financial Institutions at the end of financial year.
These reports show that the information which these
banks and financial institutions present have a general
purpose. 3
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4. Reports requested by Regulatory Agencies (Central
Banks and Monetary Agencies). These reports show the
role played by the Regulatory Agencies in knowing the
activities of the 1Islamic Banks and directing those
activities according to the objectives required by the
Regulatory Agency.

5. The constitutions of the companies under which the
Islamic Banks and Financial Institutions operate as a
shareholding companies.

6. The accounting laws adopted in the countries where
there are Islamic Banks and Financial Institutions.
These laws show the duties and responsibilities of the
auditors and the role expected from them.

The writer is studying these documents and analysing the
information contained in the questionnaires. This will
hopefully assist in achieving the objectives of the
study.
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AGREEMENT OF ASSOCIATION

THE FINANCIAL ACCQUNTING ORGANIZATION FOR
THE ISLAMIC BANKS AND
FINANCIAL INSTITUTIONS

ARTICLE I

ESTABLISHMENT OF THE ORGANIZATION

The undersigned agreed to establish a non-profit judicial organization
which shall be known as "The Financial Accounting Organization For The
Islamic Banks And Financial Institutions.” They agreed to appiy the
Financial Accounting Standards issued by the said Organization. The
Organization shall be composed of a Supervisory Committee and a Financial
Accounting Standards Board in accordance with the constitutions thereof

attached hereto.
ARTICLE II

0BJECTIVES OF THE ORGANIZATION

The Organization aims at developing the accounting theory and practice in
the field of Islamic Banks and Financial Institutions, preparing, issuing
and amending the Accounting Standards for such Banks and Institutions. In
achieving its objectives the Organization shall have the right to conduct
researches and studies, contract the services of experts, convene seminars
and undertake all measures leading to the achievement of its objectives in
accordance with the provisions of this Agreement and the Constitution; of

both the Committee and the Board.

ARTICLE III
The duration of this Agreement is unlimited and it shall be effective as of
Rabi Al-Awal 1410 corresponding to 29 October 1989.
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ARTICLE IV
Any Isiamic Bank or Islamic Financial Institution may join this Agreement.
A letter of intent to this effect may be sent to the Chairman of the
Supervisory Committee and thereon the original copy of the Agreement 1odged

in the Headquarters of the Qrganization may be signed.

ARTICLE V

The Headquarters of the Organization shall be in the city of

in the . The Organization shall have the

right to establish branches or offices in other countries.

NAME SIGNATURE ADORESS

£7
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CONSTITUTION OF THE SUPERVISCRY COMMITTEE
FOR FINANCIAL ACCOUNTING STANDARDS
FOR ISLAMIC BANKS

ARTICLE - 1
NAME AND ENTRY INTQ FORCE

This constitutfon shall be known as "The Constitutfon of the Supervisory
Committee for Financial Accounting Standards for Islamic Banks and Financial
Institutions" and shall come into force in accordance with Article - XXI

hereof.

ARTICLE - 11

DEFINITIONS
In this Constitution unless the context otherwise requires, the following
words shall have the meaning shown against each of them hereunder:

The Committee:

The Supervisory Committee for Financial Accounting Standards for [slamic
Banks and Finangial Institutions set-up in accordance with the provisions
hereof.

The Board:

The Financial Accounting standards Board for Islamic Banks and Financial
Institutions to be set-up by the Committee in accordance with the provisfons
hereof and the provisions of the Constitution of the Board.

The Bank:

The Islamic Bank which is a bank operating according to the principles of
Islamic Shariah.

The Financial Institution:

The Islamic Financial Instftution which is a financial institution operating

according to the principles of Islamic Shariah.
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The First Committee:

The Supervisory Committee of which the members were selected in accordance
with the provisions hereof by the Representatives of the Islamic Banks at

the Meeting of the Heads of Islamic Banks held in Jeddah on the 30th Rabi

Al Awwal 1410H (29 October, 1989).

Regulatory Agency:

A Central Bank or a similar entity which regulates the financial reporting and

monitoring of banks and financial institutions.

ARTICLE - III

COMPOSITION OF THE COMMITTEE

Section 3.01:

The committee shall consist of seventeen (17) members, including the Chairman.

Section 3.02:

Members of the committee shall be drawn from the specializations, and as far as

reasonably possible, shall satisfy the criteria herein below stipulated:

A}  Six members shall be Bankers or Financial Institutions Officials. A
person eligible for Membership under this category shall preferably
be:

i) A founder or a senior executive of a Bank or a Financial Insti-
tution, and shall,
ii) Have reasonable knowledge of:
a) The contents of the financial statements and the disclosure
requirements
b) The financial means commonly used by Banks and Financial
Institutions, together with existing legislation governing
those means in, at least, one country.

¢} Existing accounting standards.
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B} Five members shall be Auditors in public practice. Preferably, a person
eligible for Membership under this category shall:
i} Possess the necessary qualifications for practicing as an auditer
as may be required in his country of origin.
ii) Be a partner or director of a reputable Accounting Firm.
iii) Have expert knowledge of:

a} Existing financial accounting standards.

b} Existing legislation in some Islamic or other countries where
[sTamic Banks operate, and of the impact of such legislation on
banks and financial transactions.

c) Isiamic banking and shall have, preferably, contributed to the
Titerature on Islamic Banks.

d) The financial accounting standards setting process.

iv) Have reasonable knowledge of Islamic economic concepts and,
preferably, experience in a Bank or an International Financial

Institution.

) Two members shall be users of financial statements of Banks and
Financial Institutions. A person eligible for membership under this
category preferably shall;

i) Predominantly deal with one or more or Banks or Financial Insti-
tution, efther as a depositor or investor.
ii} Fair knowledge of:
a) The basic concepts of Islamic banking.
b} A knowledge of finan¢ial statements of Banks and Financial
Institutions.

D} Two members shall be officials of Regulatory Agencies. Preferably, a
person eligible for Membership under this category shall:

i) Be in the senior managerial level of a Regulatory Agency,
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1i) Have a long practical experience in Islamic banking, and be
well-acquainted with government policies and procedures, parti-
cularly legislation pertaining to economic policies.
iii) Have expert knowledge of how existing working financial means are
applied.
iv) Fair knowledge of:
a) Existing accounting standards.
b} Financial Statements and their uses.
E} One member ;ha11 be a renowned scholar of Shariah who shall preferably
have:
i}  Contributed to the literature on Islamic Banking through the publi-
cation of books, articles and papers on related subjects.
i1} Experience in Islamic banking, preferably, gain experience through
membership of & Shariah Supervisory Board.
F) One member shall be a scholar in accounting and finance at a distinguished
university. Under this category this member shall preferably have:
i)  Conducted and published research on Islamic banking.
ii)  Knowledge of:
a) Use of financial statements and financial means.

b) Existing financial accounting standards.

ARTICLE - IV

SELECTION OF THE FIRST COMMITTEE

Section 4.01:

Without prejudice to the provisions of Article III hereof, the First Committee
shall be selected for three years.

Section 4,02:

Without prejudice to the generality of article - IX hereof, the First Committee
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shall approve the Constitution of the Board and appoint the members of the

First Board.

ARTICLE - ¥

APPOINTMENT OF MEMBERS TO FILL
VACANCIES IN THE COMMITTEE

Before the expiry of the term of service of the particular group of members
including members of the First Committee or upon the death, resignation,
disability or removal of a member pursuant to Article-VIII hereof, the
vacancy or vacancies which will occur or which have occurred shall be

filled by the Committee provided that:

A) A member appointed to fill a vacancy shall be appointed by the majority
vote of the members of the Committee and shall be drawn from the same

category of the outgoing member.

B) A member appointed to fill a vacancy shall serve until the expiry of

the original term of the member who is being replaced.

C) A member is eligible for reappointment for a second term provided that
no member shall serve for more than two consequtive terms. For the
exascution thereof, a member appointed to continue a term of service of
a member whose place has become vacant shall be regarded as having

served a term.

ARTICLE - VI

THE CHAIRMAN OF THE COMMITTEE

Section 6.01:

The Committee as herein provided for, shall by majority vote designate a

member to serve as Chairman for the Committee.
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Section 6.02:

The Committee may designate one or two members to act as Vice Chairmen for

the Committee.

Section 6.03

The Committee shall delegate power to the Chairman as the Committee shall

deem necessary for the discharge of the objectives of the Committee.

ARTICLE - VII

MEMBERSHIP RULES

Section 7.01:

With the exception of the provisions of Articles 8 and 14 hereof, Membership
of the Committee shall be personal to the members thereof, and no member

shall have power of substitution or delegation to another person.

Section 7.02:

No person can be a member both of the Committee and of the 8oard simultane-

ously.

Section 7.03:

A member shall be reimbursed for expenses pertaining to his membership of

the Committee in accordance with the basis established by the Committee.

ARTICLE - VIII

REMOYAL OF MEMBERS

A member of the Committee, including the Chairman, may be removed by the
majority vote of, at least, two-thirds of the members for malfeasance or

similar misconduct deemed by the Committee to be detrimental to the
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objectives or reputation of the Committee, or the Board, or for ineligi-

bility for the Committee's membership.

ARTICLE - IX

POWERS AND FUNCTIONS OF THE COMMITTEE

Section 9.01:

The committee shall have the functions, and be entrusted with the powers, as

herein below stipulated:

i}  To set-up the Board and appoint its members, Chairman and Vice-Chairman
in accordance with Articles X, XI, XII and XIII hereof, and remove such
members in accordance with article XIV hereof.

i1) To arrange for the financing of the Board and to approve its annual
budget.

ii1) To determine the bases for reimbursement of the members of the Committee
and of the Board, other than Bankers referred to in clauses 3.02
(A) and 10.02 (B) hereof, respectively, in respect of expenses pertaining
to their membership in the Committee or the Board, as the case may be.

iv) To appoint an external auditor annually to examine the Annual Financial
Statements of the Committee and of the Board and submit his audit
report to the Committee.

v) Approve annual financial statements of the Committee and of the Board
and the external auditor's report on them; within four month from the
Financial year end of the Committee and of the Board.

vi} To review periodically the activities, accomplishments, operating
procedures and project plans of the Board and to publish the results

of such review.
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vii) To review periodically the overall framework of establishing and
improving standards of financial accounting and reporting to Banks
and Financfal Institutions.

viii) To consider and approve a proposal for the amendment of the consti-
tution of the Board.

ix) To exercise all authority and power and perform all functions necessary
for the achievement of the objectives of the Organization.

Section 9.02:

The Committee sﬁa]T not direct the Board to undertake, or to refrain from
undertaking, any assignment, project or activity; or otherwise affect the
exercise by the Board of its authority, functions or powers in respect of
preparing, approving and pub1ishing standards of financial accounting to

Banks and Financial Institutions.

ARTICLE = X
COMPOSITION OF THE BOARD

Section 10.01:

The Board shall consist of twenty-one members who shall be appointed by the
majority vote of the members of the Committee.

Section 10.02:

Members of the Board shall be drawn from the specialisations herein below
indicated and the Committee shall set the selection criteria for each
specialization:

A)  Six members shall be auditors in public practice.

B} Six members shall be Bankers or Financial Institutions Qfficials.

C} Three members shall be scholars of Shariah.

D) Two members shall be users of financial statements of Banks and

Financial Institutions by virtue of being depositors of funds or
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investors in one or more Banks and Financial Institutions.

E) Two members shall be scholars with teaching experience in Accounting and

Finance.

F} Two members shall be from Regulatory Agencies.

ARTICLE - XI

APPOINTMENT QF MEMBERS OF THE BCARD

Section 11.01:

Except for appointment to the First Board as provided for in Article-XII
hereof, a member of the Board shall be appointed for a period which shall

expire on December 31 of the Fourth Gregorian Year of his appointment.

Section 11.02:

Before the expiry of the term of service of the particular group of members
of the Board, including members of the First Board or upon the death,
resignation, disability or removal of a member pursuant to Article - XIV
hereof a vacancy or vacancies in the Board, which will occur or which have

occurred shall be filled by the Committee provided that:

A) A member appointed to fill a vacancy shall be appointed by the majority
vote of the members of the Committee and shall be drawn from the same
category as that of the outgoing member.

B) A member appointed to fill a vacancy shall serve until th expiry of the
original term of the member who is being replaced.

C) A member is eligible for reappointment for a second term provided that

no member shall serve for more than two consecutive terms. For the
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execution thereof a member appointed to continue a term of service of
a member whose place has become vacant shall be regarded as having

served a term,

ARTICLE - XII

APPOINTMENT OF MEMBERS TO THE FIRST BOARD

Without prejudice to the generality of Arti;1e-XI hereof, members of the

First Board shall be appointed for a term of four years.

ARTICLE - XIII

APPOINTMENT OF THE CHAIRMAN AND VICE-CHAIRMAN OF THE BOARD

Section 13.01:

The committee shall as herein provided appoint by a majority vote of the

members present a Chairman for the Board from amongst the members thereof.

Section 13.02:

The Committee may appoint one or more members as Yice-Chairmen.

ARTICLE ~ XIV

REMOVAL QF MEMBERS QF THE BQARD

A member of the Board, including the Chairman, may be removed by the
majority vote of, at least, two-thirds of the members of the Committee for
mal feasance or other misconduct deemed by the Committee to be detrimental
to the objectives or reputation of the Board or for ineligibility for the

Board's membership.
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ARTICLE - XV

SUB-COMMITTEES

The committee may establish any number of sub-committees to exercise any or
all powers, authority and functions of the Committee. A sub-committee may

consist of any number of members as the Committee deems fit.

ARTICLE XVI
PROCEDURE

Section 16.01:

The Committee shall meet at least once a year. At the end of each meeting

tne Committee shall decide on the venue and date of the next meeting.

Section 16.02:

The presence of the majority of the members shall constitute a quorum for a

meeting of the Committee.

Section 16.03:

Each member shall have one vote, whether given in person or by proxy, and
all matters before the Committee shall be decided by a majority vote of the
members, except for the amendment of this constitution and removal of
members of the Committee or members of the Board which shall require the

vote, of at least, two-thirds of the members of the Committee.

ARTICLE - XVII

RESQURCES OF THE COMMITTEE

The Resources of the Committee shall consist of contributions of: Banks,
users of financial statements, Accounting firms and as well as of the

proceeds of sales of publications, donations and contributions.
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ARTICLE - XVIII

THE FINANCIAL YEAR OF THE COMMITTEE

The financial year of the Committee shall commence on the First of January
and end on 31 December of each Gregorian year, except for the First financial

year which shall end on 31 December of the year following its establishment.

ARTICLE - XIX

INTERPRETATION

Without prejudice to Article XX hereof, all matters concerning the inter-
pretation and application of the provisions of this Constitution shall be
decided and settled by the majority vote of the members of the committee

present.

ARTICLE - XX

LANGUAGES

This constitution shall be available in Arabic and English., The Arabic
text shall be regarded as the authoritative text for both interpretation

and appliication.
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CONSTITUTION OF THE FINANCIAL ACCOUNTING STANDARDS BOARD

FOR ISLAMIC BANKS & FINANCIAL INSTITUTIONS

ARTICLE - I
NAME AND ENTRY INTO FORCE

This constitution shall be known as "The Constitution of the Financial
Accounting Standards Board for Islamic Banks and Financial Institutions"

and shall come into force in accordance with Article-XYI hereof.

ARTICLE - II

DEFINITIONS
In this constitution, unless the context otherwise requires, the following

terms shall have the meanings shown against each of them:

"THE COMMITTEE"

The Supervisory Committee for Financial Accounting Standards for Islamic

Banks and Financial Institutions set-up in accordance with its Constitution.

“THE BOARD"
The Financial Accounting Standards Board for Islamic Banks and Financial
Institutions set-up in accordance with the provisions hereof and of the

Constitution of the Committee.

"THE BANK"
The Islamic Bank which is a bank operating according to the principles of

Islamic Shariah.

"THE FIMANCIAL INSTITUTION"

The Islamic Financial Institution which is an institution operating accord-

ing to the principles of Islamic Shariah.
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ARTICLE - III

COMPOSITION OF THE 80ARD

Section 3.01:

The Board shall consist of twenty-one members, including the Chairman.

Section 3.02:

Members of the Board shall be appointed by the Committee and shall be drawn
from the specializations, and be removed, in accordance with terms and

conditions provided for in the constitution of the Committee.

Section 3.03:

Members may be reimbursed for expenses pertaining to their membership in the

Board in accordance with the basis established by the Committee.

ARTICLE - 1V

POWERS AND FUNCTIONS OF THE BOARD

Section 4.01:

The Board shall establish, amend and interpret Standards and Practice

Guides of Financial Accounting for Banks and Financial Institutions.

Section 4.02:

In the discharge of its function hereunder the Board shall have power:

A) To approve, issue, in accordance with the provisions of this consti-
tution or any other rules, regulations, by-laws or procedures consistent
therewith, as the Board may deem necessary to establish, statements of
Financial Accounting Standards and Practice Guides, and to dissiminate

the same to Banks and Financial Institutions.
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B) To issue communications on Financial Accounting Standards and to pre-
pare and publish progress reports on the Board's activities including
a quarterly news letter for the purpese of informing the public of

the activities of the Board.

C} To establish any number of sub-committees to exercise any or all
powers, authority and function of the Board within the guidelines,

requlations or procedures set by the Board.

D) To review a statement of Financial Accounting Standards or Practice
Guide for additions, deletions or amendments either on its own initi-
ative or on the recommendation of the Planning Committee which is

set-up in accordance with the provisions of Article VI hereof.
E) To develop regulations and procedures for the work of the Board.
F} To exercise all powers and carry out all necessary tasks consistent

with this constitution for achieving the objectives of the Board.

ARTICLE -~ V
POWERS AND FUNCTIONS OF THE CHAIRMAN

The Chairman fo the Board shall be the principal officer of the Beard and

shall have the powers and carry out the functions as hereinafter stipulated:
A} To oversee the general discharge by the Board of its function.
B} To chair the meetings of the Board and of the Planning Committee.

C} To prepare the short and long term operating and project plans for
the Board, including project priorities, and to submit the same for

approval by the Planning Committee.

884(108) a4




D)

£)

F)

G)

H)

I)

To prepare annual reports on the activities of the Board, for approval

by the Board and thereafter to submit such reports to the Committee.

To prepare and issue the quarterly newsletter referred to fn Section
4.02 (C) hereof and to issue public announcements therein, or in any

other publications as he may deem necessary, pertaining to:

i)  The venue and date for every meeting of the Board.

i1) Additions or other changes to agenda for the Board.

iii) Draft ;nd final texts of practice guides.

iv) The intention of the Board to review an effective statement of

Standards or Practice Guides.

To take any measures he deems necessary for ensuring that reports on the
activities of the Board are available to the public after approval

thereof by the committee.

To prepare the budget of the Board with the assistance of the Planning

Cormittee and to submit the same for approval by the Board.

To hire and contract the services of Technical Staff, other than the
Director of the Technical Staff, for the purpose of performing
technical duties to the Board and to fix their salaries and other

financial benefits.

To contract the services of consultants or organizations to conduct
research for, or perform technical assistance to the Board after

consulting with the Planning Committee and approval of the Board.
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J) To prepare staff rules and rules and regulations pertaining to the
setting up of ad hoc committees, task forces and procedures for
meetings of the Board and to submit the same for approval by the
Board.

K} To designate a member of the technical staff to act as Secretary to
the Board.

L} To assign to members of the Board, sub-committees or task forces or to
the Director of the technical staff, the performance of any particular
function as the Chairman may deem necessary for achieving the objectives
of the Board.

M) To attend the meetings of the Committee and to participate in the
discussion of any of its agenda as the Committee may require appropriate
provided that he shall have no right of vote in such meetings.

N) To inform the Committee and the Board in writing of the expiry of the
term of service of any member of the Committee or the Board, in

sufficient time before the date of such expiry.

The Chairman of the Board shall have the right to delegate any of the
powers or functions aforementioned to any Board member or to the Director

of the technical staff subject to approval of the Board.

ARTICLE - VI

SUB-COMMITTEES

Section 6.01:

Without prejudice to the generality of Section 4.02(D) hereof, the Board
shall set up from amongst the members thereof a planning sub-committee
which shall be known as "The Planning Committee™ and a Shariah Sub-Committee

which shall be known as "The Shariah Committee."
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Section 6.02:

The planning committee shall consist of four members to be appointed by the
Board and shall be chaired by the Chairman of the Board, or the Vice-Chairman,

as the case may be.

Section 6.03:

The planning committee shall have the following functions:
A} To assist the Chairman in the preparation of the budget of the Board.
B) To prepare the Board's plan of action and set its priorities so
as to submit the same for approval by the Board.
C) To follow up the implementation of the resolutions of the Board.
D) To authorise-in principle-the development of Practice Guides and to
submit its recommendations thereon to the Board.

E) To appoint the Director of the Technical Staff.

Section 6.04:

The presence of two members of the Planning Committee and the Chairman or
the Vice Chairman of the Board, as the case may be, shall constitute a

quorum for any meeting of the Planning Committee.

Section 6.05:

At the meetings of the Planning Committee each member shall have one vote
and all matters before the Planning Committee shall be decided by the
majority vote of the members. In case of a tie vote the Chairman or the

Vice-Chairman shall have the casting vote.
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ARTICLE - VII

THE SHARIAH COMMITTEE

Section 7.01:

The Shariah Committee shall consist of two members to be appointed by the
Board from the members referred to in Section 10.02{c) of the Constitution

of the Committee, and the Director of the technical staff.

Section 7.02:

The function of the Shariah Committee shall be to review the proposed
statements of Financial Accounting Standards and Practice Guides and to
advise the Board on the conformity of such statements or guides to the

Principles of Islamic Sahriah.

ARTICLE - VIII

RULES PERTAINING TO STATEMENTS OF FINANCIAL ACCOUNTING

STANDARDS

Section 8.01:

The objectives of statements of Financial Accounting Standards shall be to
explain the bases for the establishment and development of the Standards of

Financial Accounting and the Standards' texts.

Sectfon 8.02

Before a statement of Financial Accounting Stndards is approved a draft
thereof shall be circulated to Banks and Financfal Institutions to obtain
their observations and the Public shall have the right to have access to

such observations.
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Section 8.03:

Draft and final statements of Financial Accounting Standards shall include:
A} The proposed alternatives of the Standards considered and the final

Standards approved and reasons for their selection.

B) The Standards date of effectiveness and the methods of application thereof.

C) Background information in connection with the bases of the establishment

and development of the Standards.

D) A summary of the more significant observations and comments communicated

to the Board on the particular draft statement of the Standards.

ARTICLE - IX

PRACTICE GUIDES

Section 9.01:

The objective of Practice Guides shall be to interpret Accounting Standards

or resolve accounting issues resulting therefrom.

Section 9.02:

A Practice Guide may not be issued unless the particular problem sought to

be resolved can be so resolved ensuring that:

A} The guide is not 1ikely to cause a major change in accounting practices
for a significant number of Banks and Financial Institutions, nor is
it 1ikely to conflict with fundamental accounting concepts or create a

new accounting practice.

B} The administrative cost of implementing the guide is reasonable.
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Section 9.03:

Draft Practice Guides shall be prepared by the Technical Staff on the
direction of the Planning Committee and shall be c¢irculated to Banks and
Financfal Institutions to get thefr observations prior to the approval

thereof by the Board.

Section 9.04:

No Practice Guide shall be issued by the Board unless the Guide shall have

been cleared by the majority vote of the members of the Board present.

ARTICLE ~ X
REVIEW PROCEDURES QF STANDARDS AND PRACTICE GUIDES

Section 10.01:

Any natural or judicial person may, in accordance with the provisions of
this Article, request the Board in writing to review an effective statement
of Financial Accounting Standards or Practice Guide, provided that such

request shall:

A) Identify the statement, or the relevant part thereof, which {is the
subject of the request.
B} State in sufficient detail the reason or reasons for the request.

C) Set forth specific alternative proposals or solutfons.

Sectfon 10.02:

The request for review shall be addressed to the Director of the Technical
Staff who shall provide copfes thereof to the members of the Planning

Committee for consideration.
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Section 10.03:

In considering a request for review the Planning Committee shall:
A) Ensure that the Board has been informed of the request for review and
of the justification for such request.
B} Consider whether:
i}  The reasoning upon which the request is based had been considered
by the Technical Staff prior to the issuance of the Standard or
Practice Guide sought to be reviewed.
ii} Events or circusmtances attending the request are such as to

warrant review by the Board.

Section 10.04:

Where the Planning Committee concludes that no adequate consideration has
been given by the Technical Staff to the principle upon which the request
is based, or that events or circumstances are such as to warrant review,

the Planning Committee shall add the request to the agenda of the Board.

Section 10.05:

Whether the request for review or re-examiantion is added to the agenda of
the Board pursuant to section 10.04 hereof, or is not so added as aforesaid,
the Planning Committee shall reply in writing to the person or entity who
has made the request as to the course of action which the Committee intends

to take in respect of the request.
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ARTICLE - XI

PROCEDURE

Sectionll.01:

The Board shall meet, at least three times a year. Meetings of the Board
shall be held at such date and venue as may have been agreed upon by the
majority of the members in the preceeding meeting. Meetings of the Board
shall be anncunced in the newsletter referred to in Articles 4.02{(C) and
5(E) hereof. The Board's meeting shall be open to the public unless
otherwise deemed appropriate by the Board, and specified reasons thereof

shall be recorded in the Board's minutes.

Section 11.02:

Without prejudice to section (11.01}, adequate notice of the meeting and
the proposed agenda thereof shall be furnished to all members of the Board

in sufficient time before the meeting.

Section 11.03:

Meetings of the Board shall be chaired by the Chairman of the Board or the

Vice-Chairman, as the case may be, and shall be properly documented.

Section 11.04:

Without prejudice to the generality of the foregoing, at the meetings of

the Board:

A) The presence of the majority of the members shall constitute a quorum
for any meeting of the Board.

B} Each member shall have one vote, and all matters before the Board,
except as provided for in Section 9.04 and Article-XIII hereof, shall
be decided by a majority vote of the members of the Board present.
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ARTICLE - XII

THE FINANCIAL YEAR OF THE BAORD

The Financial year of the Board shall commence on the First of January and
end on 31 December of each Gregorian year, except for the first financial
year which ends on 31 December of the year following the establishment of

the Board.

ARTICLE - XIII

AMENDMENT OF THE CONSTITUTION

This Constitution may be amended by the vote, whether cast in person or by
proxy, of at least, two-thirds of the members of the Board. The amendment

shall be effective only after being approved by the Committee.

ARTICLE - XIV

[INTERPRETATION

Without prejudice to article XV hereof, all matters concenring the inter-
pretation and application of the provisions of this Constitution shall be

decided and settled by the majority vote of the members of the Board present.

ARTICLE - XV

LANGUAGES

This Constitution shall be available in Arabic and English. The Arabic text

shall be regarded as authoritative for both interpretation and application.

93
8813(108)




APPENDIX (B)



APPENDIX NO. (8)

DUE PROCESS AND REVIEW PROCEDURES

TC23109.024




DUE PROCESS AND REVIEW PROCEDURES AND ITS REQUIREMENTS

Following 1s the due process far establishing the financial accounting
standards for Islamic Banks. [tem (A) indicates the due process of estab-
Tishing the standards. Item (B) {1lustrates the relevant requirements.

Item (C) shows examples of the subject for the Standards Board agenda.

A. DUE PROCESS:

1. PHASE-1: PREPARATION OF STUDY:
1.1 The consultant shall prapare a study which shall comprise:
1.1.1 Theoretical aspects of standards from all sources, particuarly:

o Figh rules governing transactions and companies basad on
references approved by the books of Figh.

0 Objectives and concepts of the financial accounting
standards for Islamic Banks which are to be prepared.

o A comparative note on matters related to standards from
the accounting concept prevailing in the world and from
a number of authorities responsible for preparation of

accounting standards in Islamic countries and elsewhere.

1.1.2 A note on the current application in force in general and of
five banks where the standard shall be applied when it is
approved.

1.1.3 Details on the need for laying down standards and problems
expected upon implementation.

1.1.4 Review of legisiative, procedural, technical and other
anticipated problems related to standards and preliminary

statement of possible options which may be considered as
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solutions prior to their discussion by the Board and formu-
lation of tentative projections for solving them as guidance
in the implementation of subsequent phases.
1.1.5 Review of alternative standards and their applications.
1.2 The Secretary shall go through the study referred to above and
refer it to the Board with his views.
2. PHASE-2: DISCUSSION OF THE STUDY BY THE BOARD AND APPROVAL
OF THE FINAL PRINCIPLES:
2.1 The study and the Secretary's Memorandum shall be distributed
to the Members of the Board, for study and comments.
2.2 The Board shall meet to consider the findings of the study,
adopt resolutions on any issues which might have been rajsed
and lay down a plan of action for the post study phasa.
2.3 The consultant shall make a summary of research undertaken in
the previous phases comprising what is contained in phase-1. He

shall also make a summary of resolutions adopted by the Board.

3. PHASE-3: VIEWS OF SPECIALISTS AMD INTERESTED PARTIES:

3.1 The Secretary shall distribute the summary referred to in
Phase 2.3 above mong the members of the Board, specialists
like Fuqahas and university professors and other intereted
parties Tike officials of Islamic Banks and others. They
shall be requested to participate as appropriate in the
field of accounting standards.

3.2 The Secretary shall receive the replies and keep the original.
(The secretary shall prepare detailed procedures to receive it
and keep it to ensure safety and easy reference). He shall

give a copy to the consultant.

9817(1D8) 95




4. PHASE-4: CLASSIFICATION AND STUDY OF VIEWS OF SPECIALISTS AND
INTERESTED PARTIES:

4.1 The consultant shall ¢lassify the replies in a scientific way
so as to facilitate comparison and easy reference. He shall
study and analysa them and submit the ¢lassification together
with his study, analysis, findings and proposals to the Secretary.
Neither he nor the Secretary may discard any view for any reason
whatsoever.

4.2 The secretary shall study the classification, analysis and
findings received from the consultant 4.1 and submit them
with his views to the Board for decision on issues on which
the consultant requires guidance from the Board.

4.3 The memorandum referred to in Phase 4.2 above shall be discussed
at a meeting attended by members of the Board and any other
specialist or interested party the Board may deem appropriate to
convene.

4.4 The consultant shall prepare a summary record of the meeting
referred to in Phase (4.3) above, hightighting the main points
and showing whether they are useful or not, giving his reasans
for that. He shall submit his proposals to the Secretarty.

4.5 The Secretary shall study the summary record 4.4 and submit
it to the Board with his views.

4.6 Each Board Member shall study the summary record 4.5 and
send his views to the Secretary.

4,7 The Board shall meet to take the appropriate decision. [t
may call the consultant for discussions.

4.8 The Secretary shall give the consultant the Board's decisions.
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5. PHASE-5: PREPARATION OF A DRAFT STATEMENT OF STANDARDS:
5.1 The consultant shall prepare a statement of standards and submit
{t to the Secretary. The statement shall include provisions
listed in section B.2 below. {1.e. "Details which the statement
of standards should contain").
8.2 The consultant shall give the statement of standards to the
Secretary who, in turn, shall study it and submit it to the Board

with his observations, for approval.

6. PHASE-6: VIEWS OF SPECIALISTS AND INTERESTED PARTIES

6.1 After the Board approves the draft statement of standards,
the Secretary shall send the statement to specialists and
interested parties for their observations. The replies
received shall be classified and those which the Board
approves shall be adopted.

7.  PHASE-7: PREPARATION OF STATEMENT OF STANDARDS AND ITS APPROVAL
3Y THE BQARD:

7.1 The Secretary shall send to the consultant the views of
specialists and interested parties which the Board decides
to adopt. The consultant shall prepare the text of the
final statement and forward it to the Secretary.

7.2 The Secretary shall send the draft statement of standards
in 1ts final form to the members of the board. I[f the
members have any observations which require a modification,
such observations shall be forwarded to the consultant for
study.

7.3 The draft statement of standards shall be submitted to the

Board for approval as a final standard.
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8. PHASE-8: EXTENT OF ADHERENCE TQ THE STANDARD:

8.1 The Board shall study examples o financial statements after
the issue of the standard to determine the extent to which
adherence s made to it.

8.2 The Board shall receive from all intersted parties and special-
ists any observations or problems met during the implementation
pericd. These shall be studied and modifications shall be made
to the standard, if necessary. Unless otherwise indicated,
procedures governing modification shall be similar to those

regarding the preparation of the standard.
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INDEX OF DOCUMENTS PREPARED BY CONSULTANTS

Date No. of
Subject Prepared by Prepared pages

1.1 Objectives in Sharia Perspective

1.1.1 * Brief on objectives Dr. Abdul Sattar Safar 1412 8
of Islamic accounting Abu Ghuddah August 1991
* Comment on the -do- ~do- 5

research on the objec-
tives of accounting

in Islam (prepared by
Dr. Yousuf Tcbbal)

1.1.2 Towards the objectives Dr. Yousuf Tobbal August 1891 95
of accounting in Islam

1.1.3 * Accounting object- Dr. Yousaf Quasim Nov. 1991 36
ives and financial
reporting in Islam

* Initial impressions -do=- -do- 4
on the paper presented

by Dr. Yousuf Tobbal

in Islam

1.1.4 * Towards objectives Dr. Rifaat A Karim 12.5.1412 9
of financial report- Dr. A Ali Abdallah
ing in Islamic Banks
and financial insti-
tutions

* Islamic Banks and Dr. Rifaat A Karim 13
Financial Institutions

and the objectives

of their financial

reports-a field study

of the Republic of

Sudan

1.1.5 Objectives of Account- Dr. M. Fidauddin Jan. 1992 4
ing and financial
reports

1.2 Objectives of Conventional Accounting
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2.1.1+%

2.1.2%*

2.1.3%*

Date No. of

Prepared by Prepared pages

2 - Concepts and the General Presentation and

Disclosu

2.1 Sha

Figh concepts relating D
to Accounting Standards
for banks

Terms and concepts
prepared for Accounting
Standards

Figh terms which may be
presented and defined
according to what will

be decided in the meeting

List of some Sharia
concepts for presenta-
tion to the committee

On the paper: Concepts

of Accounting for

Islamic Banks & Financial
Institutions

Sharia concepts/features
of the Islamic Bankisng
systen

Some Sharia postulates
from Sharia books

Postulates and compre-
hensive origins

Towards General Pre-
sentation and disclo~-
sure standard in
financial statements
for Islamic Banks &
Financial Institutions

General Presentation
and Disclosure for
Islamic Banks and
Financial Institutions

TC23109.022

re Standard

ria Concepts

r. Abu Ghuddah Dhul Hijjah 36

1411
July 1991
-do~- 6.11.1991 83
pPr. Y. Qasin -do-~- 2
-do- - 26
-do~- Jan 1992 3

Dr. A A Abdullah Dhul Hijjah 8

1411
-do- Jan. 1992
I. Al Subiel Muharram 5
1412
Dr. Y. Tobbal Jumaad I 20
1412
Dr. R A Karim Dec. 1991 10
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Date
Subject Prepared by Prepared
2.1.7 Draft propeosal for the Dr. A Al Faisal Jan 1992
general presentation &
disclosure standard
for Islamic Banks and
Financial Institutions
2.2 Conventional Financial Accounting Concepts
2.2.1 Titles of accounts Musa Shihadah Dhu Qada
used in Jordan Islamic
Bank
2.2.2 List of accounting con-~ A Hamid Abu Musa June 1991
cepts requiring
definition
3. The role of Governmental, National and Professional
Bodies in the preparation of Accounting Objectives,
Concepts and Standards
3.1 Proposal for the study K. Jinahi May 1991
of Govenmental, national
etc.
3.2 * On the plan to study Dr. Y Tobbal
Iran and Turkey
* Specifying the role of -do-
Governmental, national
and professional bodies
in preparing financial
accounting objectives,
concepts and standards
3.2 * Role of Governmental, Dr. H Yasin Dhul Qaida
national ... etc. 1411
* Questionnaire addressed ~do~- August 1991

to parties dealing with
Islamic Banks and
Financial Institutions

Questionnaire addressed ~do- ~do-
to Accountants, Islamic

bankers, University

teachers etc.

TC23109.022 Yot

10

15




Subject

3.4 Study plan

3.5 * The reality of account-
ing and auditing pro-
fession in ... & the
role of Governmental,
national, ... etc.

* Objectives of financial
accounting in Islamic
banks and financial
institutions in ... and
the role of governmental,
national ... etc.

* Report No. 1 on the study
of accounting concepts
and the role of govern-
mental ... etc. isn the
Gulf States.

3.6 * Determining the objectives
and concepts of financial
statements for Islamic
Banks and Financial Insti-
tutions and the role of
governmental ... etc. in
Sudan, Egypt and Jordan

* The role of governmental,
national and professional
bodies in the preparation
of Accounting objectives
and standards in the
Republic of Sudan

TC23109.022

Prepared by

Dr. M Fiduddin

Dr. A Al Faisal

_do_

-do=-

Dr. R A Karim

~do-
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Date
Prepared

May 1991

Shawal
1412

Muharram

1412

safar 1412

Jumad I 1412

No. of
pages

13

2

7




Subject

Objectives of Accounting

Standards and financial

reports for Islamic Banks
and financial Institutions
(A preliminary draft for

discussion)

* Concepts of financial

accounting for Islamic
Banks and Financial
Institutions.

* Definition of Figh con-

cepts. (Classified by
subject)

* Definition of Figh

concepts (Classified
alphabatically)

TC23109.022

Date
Prepared

Prepared by

12.12.1991
Dec. 1991
Dr Y Qasim Jan. 1992
Dr. Abu Ghuddah
Dr. A A Abdullah
~do- -do-
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No. of
pages

15

40

30

30





