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                                           Executive Summary

The main purpose of the report is to find accounting principle of Islamic bank & Conventional bank  and their differences.. Accounting principle of IBBL as an Islamic Bank  & SEBL as a Conventional bank  are described . AAOIFI & IFRS standard & their framework are elaborated particularly in this report. 
In the first part of the report , it discuss about the introduction as well as overview of the Islami Bank Bangladesh Limited which is of the leading Bank of Bangladesh. Some of the primary & Company hierarchy information is also provided in that part. 
Office activities & branch related information where I have done internship period also described in this report.
In the rest of the report, a brief idea about AAOIFI & IFRS  and their difference on various sector  or how they differ from each other in several sector. AAOIFI & IFRS Principles act on Islamic Banking & Conventional Bank like as IBBL & SEBL has been discussed elaborately.
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                                                 Origin Of the report                           Page | 1
This report is a requirement of The Internship course of the BBA program.This  report is assigned for a particular topic under the supervision of Nusrat Farzana, Assistant Professor,School of Business & Economics, United International University.The report topic is‘ Accounting Principles followed by Islamic banks and conventional banks in our country and their differences’. Though I have worked on general banking sector, account opening sector,alternative delivery channel sector,  investment sector as well as attached with entire banking activities and gathered knowledge about Islamic banking system as an Intern. The employee of IBBL was very helpful who were help me for preparing this report fruitfully.
                                    Significant of the Report
Education becomes more effective when there is a combination of theory and practical knowledge. Theoretical  knowledge achieve perfection with the implication of practical knowledge. A practical orientation program is essential for a student as our education system is mostly text-based. Professional experience is very important now-1-days to be established. I got assigned as an intern for 2 months period at Islami Bank Bangladesh Limited and 15 days theoretical class at IBTRA  (Islami Bank Training & Research Academy) there i have got bit practical experience on relevant topic.
                                   Scope of the Report
This report is based on my observation and studies. The prime focus was Accounting Principles followed by Islamic Banks and Conventional Banks in our country.The scope of the study is limited to organizational set up, accounting principles and financial mode of IBBL.
             
                                         Objectives of the Report
General Objective
The primary Objective of this report is to identify Accounting principles of Islamic Bank and Conventional Bank, with their differences.
Specific Objectives
· To know accounting principles of Islami bank
· To know conventional bank’s accounting principles method                           Page | 2
· To understand different mode of financing of IBBL
· To know balance sheet, income statement procedure of both Islamic and conventional bank

                                         Methodology
This report is performing on the basis of the information which are extracted from different types of sources and collected by using some specific methodology. As an Internee of IBBL, it was not hard to collect data to prepare this report.
Source of Information
It was need to collect both of the data from primary sources and
secondary sources of data.
Primary Sources of Data
· Practical work experience
· Practical Desk work
· Direct observation
· Learn from officer’s of IBBL
· Expert Opinion 
    
Secondary Sources of Data
· Annual Report of IBBL & DBBL
· Class notes and books of IBTRA
· Different journals & articles
· IBBL’s website (www.islamibankbd.com)
· AAOIFI’s website (www.aaoifi.com) 
· IFRS ‘s website (www.ifrs.com)


                                     Limitations of the report                  Page | 3
Lack of Information:
 As the bank drives nationwide segment base lot of policies are made by the higher authority of the country, and as an intern it was so tough to attach all the information. 
So that it was one of the problems for preparing this report.
Lack of Communication:
It is very tough to communicate regularly with the supervisor for the authentic information. It creates communication gap.
Lack of Practice of Experience:
Difficult to carry out overall analysis based on limited scope of study
Information related to the HRM is confidental.
Lack of Experience & Secrecy of management:
The internship period was 2 months only and there was a huge management sercrecy , so that it was not possible to get the detail information, enough experience about the organization and their internal working procedure.
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                              History of the organization            Page | 4
  Islami Bank Bangladesh Limited (IBBL) is first shari’ah compliant bank and financial services in Bangladesh. It started its operational work on 30 March, 1983.This is a public limited company  which is registered under the companies act of 1983.

Islamic Development bank, Dubai Islami Bank, AL Rajhi Bank, Kuwait Finance House,ThreeMinister of Kuwait , Luxembourg Islami Bank are the major shareholders of IBBL. This Bank is trying to establish te maximum welfare of the society by following the principles of Islamic Shariah which is based on Quran and Sunnah.It is trying to do all it’s activities for the betterment of it’s depositors. The Islamic Shariah prohibits the payment or acceptance of interest fees for the lending and accepting of money. 
The organization of the Islamic Conference (OIC) which is the second largest inter-governmental organisation who defined Islami bank.. According to the OIC ‘ A financial institutions whose statutes,rules and procedures expressly state its commitment to the principles of Islamic Shari’ah and to the banning of te receipt and payment of interest on any of its operation.’
Now 7 full-fledged Islamic banks and 11 Conventional banks with their 24 Islamic banking branches are providing Islamic Banking Services.
                       Products and services offering IBBL


                                     Deposit Products                   Page | 5
 IBBL mobilizes Deposits through these types of account:
 Al-Wadeah Accounts:
· Al-Wadeah Current Account (AWCA)
 Mudaraba Accounts:
· Mudaraba Savings Account
· Mudaraba Term Deposit Account
· Mudaraba Special Note Account
· Mudaraba Hajj Savings Account
· Mudaraba Special Savings ( Pension) Account
· Mudaraba  Savings Bond Account
· Mudaraba Monthly Profit Deposit Account
· Mudaraba    Muhor Savings Account
· Mudaraba    Waqf Cash Deposit Account
· Mudaraba     NRB Savings Bond Account
· Mudaraba    Foreign Currency Deposit Account
· Students Mudaraba Savings Account
· Mudaraba Farmers Savings Account

                                    Investment Product
  Bai-Modes:                       Share-Modes:               Ijara:
  Bai-Murabaha                                      Mudaraba                                                       Hire purchase                                                                                                                                                               
  Bai-Istijrar                                            Musharaka                                                        shikatul melk
  Bai-Muajjal
  Bai-Salam
  Istisna
  Bai-As-Sarf
                                             Services of IBBL                             Page | 6

                                     

                                                          Vision of IBBL

To achieve superior financial performance , be considered a leading Islamic Bank by reputation and performance. 
To establish and maintain modern banking techniques, to ensure soundness and development of the financial system based on Islamic Principles and to become a strong and efficient organization with highly motivated professionals, working for the benefit of people, based on accountability, transparency and integrity to ensure stability of the financial system.
                                      Mission of IBBL
To establish Islamic Banking through introduction of a welfare oriented banking system and also ensure equity and justice in all economic activities, achieve balance growth and equitable development through diversified investment operations basically in the priority sectors and less development areas of the country.

                                                                                               Page | 7
                           Core Values & Commitment
    Allegiance with Islamic Shari’ah
· ‘Superiority of Islamic Financial System’ which is the centre of IBBL’s                      strength 
· Operational ethics with the all types of investment & deposit products are conducted by the principles of Islamic Banking & Shari’ah.
Welfare Banking
· Secure equity and justice in all economic activities.
· Earn balanced growth 
· Achieve equitable development
 Integrity
· Respect every relationship
Commitments
· Care about all stakeholders
· Belief in continuous improvement
Social Responsibilities in Banking
· Expanding Investment according to need based retail and priority sectors of the country
· No Investment in environmentally and socially ineligible project.


                         

                          
                               Strategic Objectives of IBBL            Page | 8
 IBBL has to maintain balanced scorecard methodology and working continually reviewing annual statement.

Customer Focus
· To develop strategic partnership by addressing existing and progressive product and services
· Continuous Improvement of product and services
· Delivering need based financial services for attracting customer
Financial Competency
· To achieve sustainable growth in all central financial Exponent
· To increase bottom line through maximization of income and proficient management of cost.
 Human Development:
· Employ professionals who earn success for customers
· To learn continuously and receive global updated best practices.
· To develop the ability of leadership and potentiality of team management.
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	                 Name of the Company
                 Legal Status
                 Bangladesh Bank License No
                 VAT Registration No
                 Line of Business
                 Total Branch
                 Agricultural Branch
                 AD Branch
                 Zone
                 ATM Booth (own)
                 ATM Booth (shared)
                 Agent Banking outlet
                 Employees
                 Directors
                 Sponsors
                 Shareholders
                 Local Shareholders
                 Foreign Shareholders
                 Chairman
                 Vice- Chairman

                 Managing Director
                 Credit Rating Agency
                 Subsidiary Companies


                 Registered Office  

                 Phone
                 Mobile
                 Fax
                 E-mail
                SWIFT
                Website
	Islami Bank Bangladesh Limited
Public Limited Company
BL/DA/4290/83
000000124
Banking
332
30
58
16
562
9000+
30
13,760
20
19
43,414
53.85%
48.16%
Professor Md. Nazmul Hassan , Ph.D
1.Yousuf Abdullah Al-Rajhi
2.Md. Shahabuddin
Md. Mahbub-ul-Alam
Credit Rating Information and Services Ltd
1.Islami Bank Securities Limited
2.Islami  Bank Capital Management Limited
3.IBBL Exchange Singapore Pte. Ltd.
Islami Bank Tower 40, Dilkusha C/A, Dhaka -1000, Bangladesh
PABX(88-02) 9563040,9567161,9567162
88-01711435638-9
88-029564532,9568634
info@islamibankbd.com
IBBLBDDH
www.islamibankbd.com



                      Code of Conduct and Ethical Principles
Rules of ethical Conduct
· General code of conduct
· Guideline for the national Integrity Strategy
Principles of personnel ethics                                                   Page | 10
· Commitment in making one’s work perfectly
· Maintaining highest level of honesty
Shari’ah Foundation of Ethics
· Avoidance of interest in all types of transactions
· Ensuring justice and fairness to all the stakeholders
· Avoidance of obscurity ( Gharar)
Conduct towards shareholders, managers, and fellow employees
· Providing fair and equal employment opportunity
· Preserving the benefits and interests of the shareholders
· Refraining from any sort of biasness and favoritism
· Maximizing company profit
· Recognizing the norms, customs, values, of the society
· Treating the customer fairly and without any prejudice


	                                                  Hierarchy Management of IBBL           Page | 11
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                                                                   Branch location                           Page | 13
 I have completed my internship at Islami Bank Bangladesh Limited Badda Branch, which is located at middle badda,Kha-194, Bir Uttam Rafiqul Islam Aveneu, badda ,Dhaka-1212. This is one of the busiest branch of IBBL .Before joining at official activity I have completed trainning at IBTRA( Islami Bank Training and Research Academy) on 15 day basis, where theoritical class were taken place.
                                   Description of the job

According to rules of IBBL internship program , we were participate some of theory class which was designed with Islamic banking system and their ethics and other relative topics.
After completion of written part , I have to go branch. I have worked account opening sector, general banking sector, ADC (Alternative Delivery channel) rural development sector, investment sector and foreign remittance sector. Operation manager of badda branch was our supervisor. Head of the branch, principal officer,operation manager and each other officer was so helpful and they willingly help me to learn about banking activity.
 
                                   Specific responsibility of the job
As a temporary employee of the bank, we have no right to know about their secured activity, which are kept in higher security. Despite permanent employee no one allow to know about these activity. so that external duty, like as account opening, data entry, provide info to a customer, various types of form fill up..like cash withdrawal,account close,account renew,debit voucher,solvency paper,paper arranging for investment procedure etc.
                           Critical observation & Recommendation 
we know that corporate job place are gathering of many types & classes of people. IBBL is such place where different ages, classes of people come for banking purposes. In my working period at IBBL, I observed people’s attitude when they come into bank premises . officers of the bank act very polietly to them even they were continuously rough to them.
Otherwise, I  haven’t faces any problem or crisis at all.
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  Inroduction of AAOIFI (Accounting and Auditing               Page | 14
  Organization for Islamic Financial Institutions)    
      AAOIFI is the non-profit organization which was established to maintain and promote Shariah Standards for Islamic Financial Institutions, Participants and the overall industry. It works for developing Islamic accounting and auditing thoughts among the financial institutions of the world. It was formed on 26, 1990 in Algeria.
Founder: Islamic Development Bank, Dallah Al Baraka, Al Raji Banking & Investment Corporation , Kuwait Finance House And Al- Bukhary Foundation werw the founder organization of AAOIFI.
Member: Currently it has supported by 200 institutional members including central banks, Islamic financial institutions and other participants from the Islamic finance industry around the 45 countries over the world. Recently Islami Bank Bangladesh Ltd have recognized as member of AAOIFI . It is also a great achievement for Bangladesh also as well as Islamic banking sector.

Headquarters: Manama, Bahrain.
 Objectives of AAOIFI:
AAOIFI which involved with the Shari’ah  rules and principles is following these  objectives:
I. Developing Accounting, Auditing, governance & ethical thought for those instiutions which are followed by the Islamic financial activities , also comply with the islamic shari’ah
II. Harmonizing the accounting rules & procedures taken by Islamic financial institutions by preparing and issuing of accounting standards.
III. Offering educational & training programs such as professional development programs on auditing, ethics, accounting, governance, Shari’ah  etc.
IV. Disseminating the accounting , auditing thoughts relating to the activities of Islamic Financial Institutions and  applied it’s application through training, seminar, preparation of reports, research purposes, and cover other related topics.
V. To gain wider awarness and acceptance of AAOIFI;s standards on accounting, auditing and related topics and to carry other activities such as certification of compliance of AAOIFI’s.
Vision:                                                                                         Page | 15
For guiding IF’s markets operation and Financial reporting on Shari’ah principles and rules

For Providing IF markets with standards and guidelines that can support the growth of the industry.
Mission:
Harmonization and Standardization of International Islamic Finance practices and financial reporting in according to Shari’ah principles.
AAOIFI Standard:
These Standards have been developed by AAOIFI:
Accounting Standards:
Musharaka & Mudaraba financing
Murabaha financing to purchase order
Concepts of financial accounting for IFIs and objectives of financial accounting for Islamic banks and IFIs.
Salam & Parallel Salam
Istisna  and Parallel Istisna
Investment & Investment Fund, Investment in Associates
Islamic Financial Services offered by Conventional Financial Institutions
Ijarah and Ijarah Muntahia Bittamlek
Zakah.... etc
Auditing Standards:
Principles and Objective of auditing
The Report of Auditor’s
                                                                                                                                        Page | 16                                                                                       
Terms of audit engagement...etc                                                                 
Governance Standards:
Shari’ah & Internal Shari’ah review
Audit and Governance Committee for IFIs
Shari’ah Supervisory board: attached with appointment,composition and report
Independence of Shari’ah  Supervisory board... etc
Ethics Standards:
Code of ethics for the accountants ,auditors of IFIs and employees of IFIs.
Shar’iah Standards:
Trading in currencies
Credit, Debit & Charge card
Guarantees
Conversion of a Conventional bank to an Islamic bank
Murabaha to purchase order 
Investment Sukuk
Financial papers( bonds and shares) 
 Banking Services, Islamic Insurance ..etc

AAOIFI Structure:
AAOIFI consists of the following: 
The general assembly, the board of trustee, the executive committe and the general secretariat
The technical boards, namely the accounting board, the shari’ah board, and the governance and ethics board.
 AAOIFI Structure                                                                              Page | 17
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Introduction of IFRS ( International Financial Reporting Standards):
IFRS standards helps to provide a common global language for business
purposes thus the company accounts are understandable and comparable through international boundaries. That framework was issued by IFRS foundation and the International Accounting Standard Board (IASB). IFRS is the growing acceptance which are basis for U.S. financial reporting represents a fundamental change for the U.S accounting profession. The number of countries that are allowed to follow IFRS standards for preparation of financial statement by publicly held companies which has ability to increase. From 2001 to onwards, IFRS standards issued and managed by the IFRS foundation, began to
replace the International Accounting Standards(IAS).
	
Members: Around the world’s 91 countries of 143 leaders are agreed that the IFRS standards was important for economic growth in their country. Now over 120 nations allow the use of IFRS for preparing their financial statements for listed companies.

Objectives of IFRS:
To provide important information related to financial performance, financial position and cash flows of an entity and it is useful for wide range users in making economic decisions.
Financial Statements are also provide entity’s assets and cash flows information .This information  along with other information in the notes, assists users of financial statements in predicting the entity;s future cash flow and in particular, their timing and certainty.
To provide information about the financial position, performance and changes in financial position of an entity that is useful to a wide range of users in making economic decision.
 

                                       
                                         IFRS Standards                   Page | 19
	 
	 Name
	Issued

	           IFRS 1
	First-time Adoption of International Reporting Standards
	2008

	          IFRS 2
	Share-based Payment
	2004

	          IFRS 3
	Business Combinations
	2008

	          IFRS 4
	Insurance contracts
	2004

	          IFRS 5
	Non-Current Assets Held for Sale and Discontinued Operations
	2004

	          IFRS 6
	Exploration for and Evaluation of Mineral Assets
	2004

	          IFRS 7
	Financial Instrument : Disclosure
	2005

	          IFRS 8
	Operating Segments
	2006

	          IFRS 9
	Financial Instrument
	2014

	          IFRS 10
	Consolidated Financial Statements
	2011

	          IFRS 11
	Joint Arrangements
	2011

	          IFRS 12
	Disclosure of Interests in Other Entities
	2011

	          IFRS 13
	Fair Value Measurement
	2011

	          IFRS 14
	Regulatory Deferral Accounts
	2014

	          IFRS 15
	Revenue from contracts with customers
	2014

	         IFRS 16
	Leases
	2016

	         IFRS 17
	Insurance Contracts
	2017







                                                             Page | 20
  AAOIFI VS IFRS                                                                             
The Primary reason why Islamic financial accounting principles have to be carefully distinguished from conventional accounting principles s Prohibition of interest at financial purposes .
Various types of issues along with prohibition of interest are reason for differentiate Islamic accounting standards from IFRS ( International Financial Reporting System).
Recognition of revenue :
AAOIFI  agreed that recognition of profit is related to the repayment period . According to Murabaha & Mudaraba purchase orderer the profit would be recognised proportionally over the repayment period or in departure from the accurals concepts when installments are received.
 The concepts of time value of money is central to IFRS requirements for recognition of a financing element. When there is a difference between the fair value and the nominal amount that are recognised as interest revenue.
 Substances over form & Time Value of Money are two key concepts , which are the base theme for IFRS principle but AAOIFI has not welcomed these properly. So that, If a financial statement prepared in accordance with AAOIFI standards can vastly different results an IFRS compliant one.
 Deposits & Equity of Investment account :
Deposit of Islamic banks are classified as ‘Equity of Investment Account and their Equivalent’ though Deposits of conventional banks are classified as ‘Liability’ under IFRS. Equivalent account is used in the AAOIFI standards to allow for similar investments as well as Term Deposits Receipts, Certificate of Investment issued by Islamic Bank.
Restricted investments and their equivalent:
Islamic bank acts only as manager , investment account holders may requir the Islamic Bank not to invest their funds in certain industries.
IFRS only recognizes three elements of balance sheet- asset, liability, equity. IFRS does not have an intermediary category between liability & equity.
                                                                                                                               Page | 21                                                                      
 
IFRS does not attach much significance to how board or narrow the investment mendate is. Rather, an investment account would be reported on balance sheet if it  gives rise to liability under IAS ,Provisions,Contingent, Liabilities and Contingent assets or a financial liability under IAS, Financial instrument presentation.
IAS Consolidated and Separate Financial Statements define control as ‘ the power to govern the financial and operating policies of an entity so as to obtain benefits from its activities. IFRS Consolidated Financial Statements will replace IAS consolidated requirements. IFRS Provides much more detailed guidance on how to apply the principles of control.
Unrestricted investments and their equivalent:
These funds are received by the Islamic bank from investors, whereby the Islamic bank is held free to invest those funds without prior restrictions, not excluding the mixing of these funds with the bank’s own investments.
So that Islamic bank has to follow sometimes according to IFRS standards because of maintaining Bangladesh Bank’s guidelines.
Ijara
 Ijara, a form of leasing arrangement is used in Islamic finance. The pure Ijarais essentially an operating lease and there would be little conflict in accounting  for this ( either for the lessor or the lesse) under the requirements.
Ijara muntahia bittamelek (ijara MB) which are similar to hire purchase agreement which is popular in conventional Finance. It is a form of financing under IFRS is treated as afinance lease because, as with a hire purchase agreement, the risks and rewards associated with owning the asset are in substances transferred to the lessee.
AAOIFI’s  Ijara & Ijara Muntahia Bittamleek is the financial statements of the Islamic bank as a lessor states:
Leased assets shall be presented in the lessor’s statement of financial position under ijarah Muntahia Bittamleek assets shall be measured at their book value.

                                                                                                Page | 22                                                                     
Profit Sharing reserves:
Profit Equalization Reserve (PER) & Investment Risk Reserve (IRR)
PER is the amount appropriate by the Islamic Bank out of the mudaraba income, before allocating the mudarib share, in order to maintain a certain levl of return on investment for investment account holders and increase owner’s equity.
PER ,this reserves are set aside from profit before applyeing the profit sharing distribution, in such arrangements IFI gives up apart, or its entire share of profits, in order to match current market share.
Balance Sheet of Islamic Bank (based on functionality)
	Application of funding
	Sources of funding

	Cash Balances
	Demand deposits (amanah)

	Financing assets ( murabaha,ijara, salam, istisna)
	Investment accounts (mudaraba)

	Investment assets (mudaraba, musharaka)
	Special Investment account (mudaraba, musharaka)

	Fee-based services ( kafala, ju’ala, and so forth)
	Reserves

	  Non-banking assets ( property)
	 Equity Capital



Balance sheet of a conventional Bank- based on functionality
	 Assets 
	Liabilities

	 Loans and advances to customers
	Customers’ Deposit

	 Cash & Cash balances with other banks
	Due to banks and other financial institutions

	Investments in associates, subsidiaries and joint ventures
	Other Liabilities

	Financial assets held for trading

	Sundry Credits

	Cash & Cash balances with the central bank
	Equity & Reserves


                                                                                            Page | 23                                                                     
                      Differences between AAOIFI and IFRS         
	                                          AAOIFI                                          IFRS                                                

	Assumption


	To Islamic banking and finance not included  by IFRS/IASB

	Based on all economic and social activities including Islamic finance industry

	Standard Requirements
     
	Based on Islamic Finance system
	Generic, not Industry specific accounting


	  Standard    Types


	Accounting, Auditing, Shari’ah, Ethics and Governance

	Accounting Standard




	Reason for   custom

	IFRS do not capture Islamic IFs

	Need to combined IFRS globally


	Agreement
	Based on Islamic Shari’ah

	Non-Shari’ah compliance


	Leasing (Ijara)


	As a major financing mechanism used similarly to operating lease

	Dealt with as financing lease only



	
	
	

	
	
	

	Source of funds: Investment account
	Unrestricted investment account funds from customer

	Shareholdings







	
	Mudaraba investments profit sharing agreement

	Dividend



	
	Mudaraba loss arising from investment bank not reliable

	
Bank reliable for loss
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                                    Differences between AAOIFI and IFRS         
	
	AAOIFI
	IFRS

	




	Statement of unrestricted investment to presented in statement of financial position different item between equity of owners and liabilities

	To be submitted as liabilities along with the deposits



	Specific






Specific
	FAS 1 ( general presentation and disclosure in financial statement of IFs) covers IAS1 ( Presentation), 7 (cash flows) 18 ( revenue)


FAS2 (Mudaraba & Murabaha) to the purchase order ) FAS7 (Salam & Parallel Salam)
	 Different reporting under IFRS






Not in IFRS














                   [image: ]


                       Chapter   4
                                                                                    
                                                                                                                                                               
                                                            Comparison between Accounting            Principles  of IBBL & SEBL 
                         
   Forward Looking Towards Financial Excellence




                                                                                                                                                        Page | 25                                                                                                       
Presentation of Financial statements according to IFRS 
As per IAS-1 ‘Presentation of Financial Statements shall comprise statement of financial position, Statement of profit and loss and other comprehensive income,statement in changes in equity, statement of cash flow, financial statements compromising summary of accounting policies.
IAS-1 states that, an entity shall present its current & non-current assets & liabilities, as separate classification in its statement of financial position.
Investment in shares & securities:
Investment in shares and securities are generally classified either at fair value through loss or profit or at fair value through other comprehensive income. It measured as its fair value plus transaction cost. Change in the fair value of shares and securities measured at fair value through profit or loss. Changes in the fair value of shares and securities measured at fair value through other comprehensive  income.
Provision For investments:
An entity shall recognise as an impairment allowance on loans and advances based on expected credit losses. For  those  loan and advances for which the credit risk has not increase significantly , an entity shall measure the impairment allowance at an amount equal to 12  month expected credit loss.
Provision for Off-balance sheet items:
There is no concept of Off-balance sheet items in any IFRS. No requirement will given for making provision or disclosure of Off-balance sheet items.
Recognition of Investment income in suspense:
Investment to customers like as loans and receivables are generally classified at amortized cost as per IFRS 9 and investment income is recognised by using affective interest rate process over the term of investment
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Financial Guarantees:
This are the contracts that require an entity to make specified payments to reimburse the holder for a loss it incurs because debtor fails to make payment when due in  accordance with the terms of a debt instrument.
Balance with Bangladesh Bank:
 It is kept as a part of cash reserve requirement, should be treated as other asset .                                                                                                               
Cash flow statement:
The cash flow statement can be prepared sing either the direct method or indirect method in IFRS.
 Non-banking Asset:
No requirement of Non-banking asset is found in any IFRS.
Presentation of intangible asset:
An intangible asset must be identified and recognised, and the disclosure must be given as per IAS, ‘intangible asset’.
Off-balance sheet items:
There is no requirement for disclosure of off-balance sheet items on the balance sheet.
Investment net off provision:
Investment should be presented net off provision.
Revenue:
Revneue should be reognized on accural on accural basis bt due to the unique nature of Islamic banks, income from investment under Mudaraba, Musharaka, Bai-salam,, Bai-as-sarf, khidmah card is accounted for an realization basis as per AAOIFI.
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Cash and Cash Equivalent:
Cash and Cash equivalent include notes and coins in hand and at ATM. Balance with Bangladesh Bank and its agent bank, balance with other banks and financial institutions are not ordinarily susceptible to change in value.
Investment in shares and securities:

Investment:
Investment are recognize at gross amount on the date on which they are originated.After Initial recognition investments are state in the balance sheet net off profit receivable and unearned income.
According to Islamic principles (AAOIFI or IAS) Islamic banks are measured these items on their financial statement.
  Presentation of Financial statements according to AAOIFI or IAS
                                                                                                              
Property, plant & equipment:
These items are recognized as an asset.
Intangible asset:
Intangible items recognize as an asset, expected future economic benefits that are attributable o the asset will flow to the bank .

Other asset:
Other asset includes all other financial assets, other income receivable advance against expenses etc.
Non-banking asset:
These  assets are acquired on account of the failure of a client to repay the investment in time after receiving the decree from the court regarding the right and title of the mortage property.
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Placement from banks and other financial institutions:
Placement from banks and other financial institutions are stated in the financial statement at principle amount of the outstanding balance.
Deposits and other accounts:
Deposit and other accounts include Al-Wadeah current deposit as well as savings, term and Mudaraba deposits. Deposits by customers and banks are recognized when bank enters into contractual agreements with the counterparties.
Subordinate bond-Mudaraba perpetual bond:
Mudaraba perpetual bond is issued by the bank under the Mudaraba principles of Islamic Shariah. The instruments subordinated to the claims of other creditors and depositors.
Mudaraba Redeemable subordinate Bond:
This fund has been used to extend the investment facility to the existing clients and to extend facility to the new clients in different sectors.                                                                                                         
Provision for investments:
Provision for investments is made on the basis of quarter-end review by the management.
Provisions for diminution of value shares & securities:
Provisions for diminution of value shares and mutual funds, placed under the liability has been made on portfolio basis.
Current tax:
Current tax is the expected tax payable on the taxable income for the year, using tax rates substantially enacted at the reporting date and any adjustment to the tax payable in respect of previous year.
Deffered tax:
It is recognized a income or an expense amount within the tax charge, and included in te net profit or loss  for the period.
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Share, Capital & Reserves:
Capital:
Authorized Capital:
This is the maximum amount of share capital that the bank is authorized to raise as per Memorandum.
Paid-up capital:
It represents total amount of shareholders capital that has been paid in full by the shareholders.
Income (Investment Income):
Income from general investments is accounted for an accural basis except for investment under Mudaraba, Musharaka, Bai-Salam, Bai-as-sarf, and Khidmah card where the investment income is accounted for on realization basis.
Dividend income:
Dividend income from invstments is accounted for when the right to receive income is established.
                                                                                                             
Dividend  payment:
Dividend payable to the bank’s shareholders is recognized as a liability and educted from the shareholders  equity in the period in which the shareholders right to receive the dividend is established.
Revenue,gains,expenses  & loses prohibited  by shariah:
Income ( doubtful, compensation & other earnings) which is prohibited by shariah are not being included in the distributable income of the bank.
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Expenses:
Expenses incurred by the bank are recognized on an accural basis.                                                                                                
Profit paid on deposit:
In at Mudaraba principle, as per the agreement Mudaraba depositors and the bank, depositors get minimum 65% of the investment income earned through deployment of mudaraba fund.
 Lease payments:
According to IAS , payment made under operating lease are recognized in profitor loss ona straight line basis over  the term of lease.
Zakat:
Zakat on paid up capital and deposits is not paid by the bank, since it is the responsibility of the shareholders and depositors respectively.
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We can compare balance sheet & Income statement of the IBBL & SEBL by following their accounting principle. (AAOIFI & IFRS)
                                                                                                                                                                                                                                      
 Balance sheet of 2018 (IBBL)

	Particulars 
	
	
	
	
	
	31.12.2018

	Property & assets
	
	
	
	
	
	

	Cash in hand
	
	
	
	
	
	67,463,19,812

	Cash in hand including foreign currency
	
	
	
	   14,816,623,264.00 

	Balance with Bangladesh Bank & its agent bank(including foreign currency)
	      5,264,726,548.00 

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Balance with other banks & financial institutions
	
	
	63,398,992,795

	
	
	
	
	
	
	
	

	In Bangladesh
	
	
	
	
	
	56,624,322,168

	Outside Bangladesh
	
	
	
	
	
	6,774,670,627

	
	
	
	
	
	
	
	

	Placement with Bank & other financial institutions
	
	
	

	Investments in share & securities
	
	
	
	41,192,523,534

	
	
	
	
	
	
	
	

	Government
	
	
	
	
	
	32,103,637,770

	Others
	
	
	
	
	
	
	9,088,885,764

	
	
	
	
	
	
	
	

	Investments
	
	
	
	
	
	800,969,926,216

	General Investments
	
	
	
	
	759,570,154,266

	Bills purchased & discounted
	
	
	
	
	41,399,771,950

	
	
	
	
	
	
	
	

	Fixed assets including premises
	
	
	
	15,347,979,149

	Other asstes
	
	
	
	
	
	9,585,961,564

	
	
	
	
	
	
	
	

	Non-banking assets
	
	
	
	
	
	               ---

	
	
	
	
	
	
	
	

	Total property & assets
	
	
	
	
	997,959,303,050

	
	
	
	
	
	
	
	

	Liabilities & Capital
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Placement from bank & others financial institutions
	
	                 37,814,60,564

	
	
	
	
	
	
	
	

	Deposit & other accounts
	
	
	
	
	822,200,715,600

	
	
	
	
	
	
	
	

	Mudaraba savings account
	
	
	
	
	237,804,695,122



	Mudaraba term deposits
	
	
	
	
	272,853,581,050

	Other Mudarba deposits
	
	
	
	
	188,286,430,847

	Al-wadeah current account & other deposit account
	
	79,147,915,842

	
	
	
	
	
	
	
	

	Bills payable
	
	
	
	
	
	4,128,092,739

	
	
	
	
	
	
	
	

	Mudarba  bond
	
	
	
	
	
	15,000,000,000

	
	
	
	
	
	
	
	

	Mudaraba perpetual bond
	
	
	
	
	3,000,000,000

	Mudarba redeemable subordinate bond
	
	
	
	12,000,000,000

	
	
	
	
	
	
	
	

	Other Liabilities
	
	
	
	
	
	65,789,768,627

	
	
	
	
	
	
	
	

	Differed Tax Liabilities
	
	
	
	
	1,687,851,558

	
	
	
	
	
	
	
	

	Total Liabilities
	
	
	
	
	
	942,492,696,349

	
	
	
	
	
	
	
	

	Capital/ shareholder's equity
	
	
	
	
	             55,466,06,701

	
	
	
	
	
	
	
	

	Paid-up capital
	
	
	
	
	
	16,099,906,680

	Statutory reserve
	
	
	
	
	
	17,735,466,258

	Other reserve
	
	
	
	
	
	19,450,939,844

	Retained earnings
	
	
	
	
	
	2,180,043,654

	Non-controlling interest
	
	
	
	
	250,265

	
	
	
	
	
	
	
	

	Total Liabilities & shareholder's equity
	
	
	
	997,959,303,050

	
	
	
	
	
	
	
	

	Off-balance sheet items contingent liabilities
	
	
	

	Acceptances & Endorsements
	
	
	
	
	

	Letter of guarantee
	
	
	
	
	
	18,849,311,457

	Irrevocable letters of credit
	
	
	
	
	126,911,641,579

	Bills of collection
	
	
	
	
	
	27,230,744,011

	Other Contingent liabilities
	
	
	
	
	959,400

	Total
	
	
	
	
	
	
	172,992,656,447
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 Income Statement of IBBL(2018)
	Particulars
	
	
	
	
	31.12.2018

	Operatng Income
	
	
	
	

	Investment Income
	
	
	
	67,166,193,512

	Profit paid on Mudarba deposits
	
	37,999,261,544

	Net investment income
	
	
	29,166,931,968

	
	
	
	
	
	

	Income from investments in share & securities
	                                    1,487,397,415.00 

	Commission,exchange & brokerage income
	5,479,551,190

	Other operating income
	
	
	3,462,949,905

	Total operating income
	
	
	39,596,830,478

	
	
	
	
	
	

	Operating Expenses
	
	
	
	

	Salary & allowances
	
	
	
	                                14,141,947,156.00 

	Rent,faxes,insurance, electricity etc
	
	                                   1,455,147,090.00 

	Legal expenses
	
	
	
	                                        15,133,862.00 

	Packages,stamps, telecommunication etc
	55,470,176

	stationary,printing & avertisement etc
	
	253,896,273

	Chief executive,s salary & fees
	
	14,320,000

	Directors fees & expenses
	
	
	10,865,822

	Shariah supervisory committee's fees & expenses
	2,927,575

	Auditors fees
	
	
	
	3,008,625

	Depreciation and repair to bank's asset
	
	832,170,473

	Zakat Expense
	
	
	
	601,558,332

	Other expense
	
	
	
	1,970,800,698

	Total operating expenses
	
	
	                               19,357,246,082.00 

	
	
	
	
	
	

	
	
	
	

	Profit/Loss before provision
	
	
	                              20,239,584,396.00 

	Provisions for investments & Off-balance sheet exposures
	
	
	                                        6,250,686,742

	Provisions for diminution in value of investments in shares
	
	
	                                            383,893,101

	Other provision
	
	
	
	67,746,642

	Total Provision
	
	
	
	6,538,537,468

	Total profit/loss before taxes
	
	
	                                13,701,046,928.00 

	
	
	
	
	
	

	Provision forTaxation for the period
	
	                                   7,625,903,403.00


	
	
	
	
	
	

	Current tax
	
	
	
	7,622,240,042

	Differed tax expense/income
	
	
	3,663,388

	Net profit/(loss) after tax
	
	
	6,075,143,498

	Retaine earnings from previous year
	
	1,609,990,668

	Add: Net profit after tax
	
	
	6,075,143,498

	
	

	asset revolution reserve to retained earning
	
	94,270,327

	Profit available for appropriation
	
	7,779,404,493

	
	
	
	
	
	

	Appropriation:
	
	
	
	7,779,404,493

	 Statutory reserve
	
	
	
	1,000,000,000

	General Reserve
	
	
	
	3,559,423,157

	Dividend(previous year)
	
	
	1,609,990,668

	Retained earnings
	
	
	
	1,609,990,668

	
	
	
	
	
	

	Earnings per share(EPS)
	
	
	3.77
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                          Overview of the South East Bank Limited
South East Bank Ltd is one of the leading public limited company in Bangladesh. It was established on March 12 1995. This bank  received its banking license from the Bangladesh Bank on March 23,1995.
 Slogan: A Bank with Vision.
 Vision: To stand as  a pioneer banking institutions in Bangladesh and contributed significantly to the national  economy.
 Mission: The missions of Southeast bank limited are as follows:
· Fast & accurate financial services
· Balance growth strategy
· High standard business ethics
· High quality financial services with the help of latest technology
· Attract and retain quality human resources
Services: SEBL offers full-fledged banking service including general banking service, foreign exchange business, investment service etc. The general banking service includes different items of deposits.
· Fixed deposit account
· Savings deposit account
· Special saving deposit account
· Short term deposit account
· Term deposit account
· Current account
Otherwise Consumer banking, Corporate banking, Investment Banking, Islamic Banking, Mortage Loans, Private Banking & Credit Cards are provided by SEBL. 
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	Particulars 
	
	
	
	
	
	31.12.2018

	Property & assets
	
	
	
	
	
	

	Cash 
	
	
	
	
	
	     21,515,366,229

	Cash in hand including foreign currency
	
	
	
	      3,598,790,655

	Balance with Bangladesh Bank & its agent bank(including foreign currency)
	      17,916,575,574

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Balance with other banks & financial institutions
	
	
	6,257,702,009

	
	
	
	
	
	
	
	         6,897,100,000

	In Bangladesh
	
	
	
	
	
	3,984,794,486

	Outside Bangladesh
	
	
	
	
	
	2,272,907,523

	
	
	
	
	
	
	
	

	Money at call and on short notice 
	
	
	      62,883,756,194

	Investments 
	
	
	
	

	
	
	
	
	
	
	
	

	Government
	
	
	
	
	
	50,963,038,896

	Others
	
	
	
	
	
	
	11,920,717,298

	
	
	
	
	
	
	
	

	Loans and Advances/Investments
	
	
	
	
	
	265,204,210,559

	General Investments
	
	
	
	
	252,933,241,876

	Bills purchased & discounted
	
	
	
	
	12,270,968,683

	
	
	
	
	
	
	
	

	Fixed assets including premises
	
	
	
	8,782,363,746

	Other assets
	
	
	
	
	
	9,554,422,290

	
	
	
	
	
	
	
	

	Non-banking assets
	
	
	
	
	
	               ---

	
	
	
	
	
	
	
	

	Total assets
	
	
	
	
	381,094,921,027

	
	
	
	
	
	
	
	

	Liabilities 
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	

	
	
	
	
	
	
	
	

	Deposit & other accounts
	
	
	
	
	298,320,586,377

	
	
	
	
	
	
	
	

	Savings Bank/ Mudaraba savings bank deposits 
	
	
	
	
	27,259,920,347

	Fixed deposits /Mudaraba fixed deposits
	
	
	
	
	226,108,257,117
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	Al-wadeah current account & other account
	
	40,457,857,551

	
	
	
	
	
	
	
	

	Bills payable
	
	
	
	
	
	4,494,551,361

	
	
	
	
	
	
	
	

	Borrowings from other banks, financial institutions and agents
	
	
	
	
	
	22,957,491,516

	
	
	
	
	
	
	
	

	Subordinated bond
	
	
	
	
	11,800,000,000

	Other borrowings
	
	
	
	11,157,491,516

	
	
	
	
	
	
	
	

	Other Liabilities
	
	
	
	
	
	31,765,504,056

	
	
	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Total Liabilities
	
	
	
	
	
	353,043,581,949

	
	
	
	
	
	
	
	

	Capital/ shareholder's equity
	
	
	
	
	                    28,051,339,079

	
	
	
	
	
	
	
	

	Paid-up capital
	
	
	
	
	
	10,44,927,020

	Statutory reserve
	
	
	
	
	
	10,094,153,565

	Other reserve
	
	
	
	
	
	247,650,000

	Retained earnings
	
	
	
	
	
	2,803,806,592

	Revaluation Reserve
	
	
	
	
	4,60,801,902

	
	
	
	
	
	
	
	

	Total Liabilities & shareholder's equity
	
	
	
	381,094,921,027

	
	
	
	
	
	
	
	

	Off-balance sheet items contingent liabilities
	
	
	

	Acceptances & Endorsements
	
	
	
	
	         63,853,762,984

	Letter of guarantee
	
	
	
	
	
	19,197,993,041

	Irrevocable letters of credit
	
	
	
	
	36,374,559,306

	Bills of collection
	
	
	
	
	
	24,664,926,813

	Other Contingent liabilities
	
	
	
	
	1,1413,684,000

	Total Contingent liabilities
	
	
	
	
	
	
	145,504,92,144
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Income Statement  of SEBL (2018)                                                             
	Particulars
	
	
	
	
	
	31.12.2018

	Operating Income
	
	
	
	
	

	Interest  Income/ Profit on investment
	
	
	
	
	23,977,837,107

	Interest paid/ profit shared on deposits and borrowings  etc
	
	
	(18,777,97,307)

	Net interest income/ net profit on investments
	
	
	
	5,199,939,800

	
	
	
	
	
	
	

	Investment income
	
	       5,129,753,568

	Commission,exchange & brokerage income
	
	3,652,775,278

	Other operating income
	
	
	
	979,447,885

	
	
	
	
	9,761,976,731

	Total operating income(A)
	
	
	
	
	
	               14,961,916,531

	
	
	
	
	
	

	Salary & allowances
	
	
	
	
	      2,026,521,807

	Rent,taxes,insurance, electricity etc
	
	
	       1,031,566,389

	Legal expenses
	
	
	
	
	             1,299,331

	Postage ,stamps, telecommunication etc
	
	182,353,593

	stationery,printing & avertisement etc
	
	
	165,642,288

	 Managing director’s  salary & fees
	
	
	10,072,000

	  Directors fees 
	
	
	
	2,926,099

	
	
	

	Auditors fees
	
	
	
	
	1,847,371

	Depreciation and repair 
	
	
	476,294,631

	
	
	
	
	

	Other expenses
	
	
	
	
	1,280,397,900

	Total operating expenses (B)
	
	
	
	         5,178,921,410

	
	
	
	
	
	
	

	Profit  before provision (C=A-B)
	
	
	
	         9,782,995,122

	Provision for  loans and advances / investments
	

	General Provision

	         (119,210,024)

	Specific Provision
	4,974,285,948

	
	4,855,075,924

	Provision for diminution in value of investments
	413,060,983

	Other provision
	
	
	
	
	(153,800,000)

	Total Provision (D)
	
	
	
	
	5,114,336,907
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	Total profit/loss before taxation (E=C-D)
	
	
	
	                             4,668,658,214

	
	
	
	
	
	
	

	Provision forTaxation 
	
	
	       


	
	
	
	
	
	
	

	Current 
	
	
	
	
	2,230,449,370

	Deferred 
	
	
	
	(35,000,000)

	
	
	
	
	2,195,449,370

	Net profit  after taxation
	
	
	
	2,473,208,844

	Net profit  after taxation attributable to:
	
	
	

	Equity holder’s of the bank 
	
	
	
	2,473,189,565

	                      19,709

	
	
	
	94,270,327

	Net profit  after taxation
	
	
	2,473,208,844

	
	
	
	
	
	
	

	Appropriation:
	
	
	
	
	

	 Statutory reserve
	
	
	
	
	924,153,565

	
	
	
	
	
	924,153,565

	
	
	
	
	

	Retained surplus during the year
	
	
	
	
	1,549,055,280

	
	
	
	
	
	
	

	Earnings per share ( Per value taka )
	
	
	
	                                2.35
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Key difference of two Balance sheet
All over the balance sheet items we can see differentiate among some criteria such as Investment, Liability & Capital & Mudaraba  bond, these items are represent  on the  balance sheet as  different name or function . Because of these 2 banks accounting principle are not same.  Here are the difference between balance sheet items of  Islamic bank (IBBL)  & Conventional Bank (SEBL) as per their accounting principle.


	 IBBL ( Balance sheet items)
	SEBL ( Balance sheet items)

	
	

	Investment
	Loans/Advanced Investments

	General  Investment
	Loans,cash credit,overdrafts etc Investments

	
	

	Deposits account
	Deposits account

	Mudaraba Savings 
	Current/ Al-wadeah current account

	Mudaraba Term Deposits
	Savings bank account

	Other tem deposits
	Fixed deposit/ Mudaraba fixed deposit

	 Al-wadeah current and other deposits
	

	
	

	 Mudaraba Bond
	Borrowing from other bank & financial institutions

	Mudaraba perpetual bond
	Subordinated Bond

	Mudaraba Redeemable Subordinated bond
	Other borrowings
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Key difference of two Income Statement
As well as balance sheet, we can see the difference in Income statement of Islamic bank & Conventional bank according to their accounting principles . We have found out these different  from Income statement of   IBBL year of 2018 & SEBL year of 2018.
	IBBL  Income Statement  items                                                                                                                                                      
	SEBL Income Statement items

	
	

	  Operating Income
	Operating Income

	Investment income
	Interest income/ profit on investment

	Profit paid on Mudaraba deposits
	Interest paid/ Profit shared on deposits and borrowings etc

	
	

	Net Investment Income
	Net Interest income/ Net Profit on investment

	Income from investment in shares & securities
	Investment income

	
	

	Operating Expenses
	Operating Expenses

	Chief executive’s  salary and fees
	Managing director’s salary & fees

	Shari’ah supervisory committe’s fee & expenses
	

	 Zakat expenses
	

	
	

	 Profit/ loss before provision
	Provision

	Provison for investment  & off balance sheet exposure
	General Provision

	
	Specific provision

	Provision for diminution in value of invesments in shares
	Provision for diminution in value of invesments 





           
                   [image: ]


                       Chapter   5
                                                                                    
                                                                                                                                                               
                                                 Recommendation & Conclusion
                         
   Forward Looking Towards Financial Excellence



                                     
                                                                   Page |42                                                                                                                                                                                                                                                                                                                                             
   
                                        Recommendation 
After analyzing accounting principles of Islamic bank and conventional bank and from the different mode of financing , I am able to know about their financing method and their differences. AAOIFI and IFRS principles both have extra value and applied for the need basis. From my point of view if both Islamic bank & Conventional bank will gain more value or profit , they could applied AAOIFI structure or IFRS potentially & ethically.
1. We have seen by reviewing IBBL’s balance sheet , Income statement and overview , IBBL is one of the leading Islamic bank in Bangladesh as well as around of south asia. Though there are some lacking of applying AAOIFI method at IBBL, If they can minimize it ,they will be achieve more value and position.
2. If other Islamic Bank in Bangladesh follow AAOIFI principles, they will ahead  comparebly than any other bank.
3. As though Islamic bank’s deposit holder’s are bear higher risk than the Conventional bank’s deposit holder’s, at this sense clients of Conventional Bank’s are got more benefit than them in this risk measurement section.

4. Conventional bank should prohibit Riba, Ghrara..like as Islamic bank. It will be help to enrich their financing process as according to Islamic Shari’ah.
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                                             Conclusion
Islamic banking system the collection of invested money is easier than the conventional banking because Islami bank concerns with the purpose of investment, not with only the invested money. We also think that there is bright future waiting for Islamic banking in Bangladesh and IBBL is in a position to go as a catalyst for this development in the banking sector in Bangladesh. The special features of the banking policy of Islami bank are to invest on the basis of profit loss sharing system in accordance with the tenets and principles of Islami Shari’ah. Earning of the profits not the only motives and objectives of the Islami  banking policy rather the emphasis is given to attaining social good and in creating employment opportunities. In this system of fluctuation comes between the growth of the economy as well as the growth of IBBL. In Islamic banking system, it is possible to create a balance between money supply and the production of goods. On the other hand, conventional banking system creates an inflationary problem. In the conventional banking system, investment doesn’t ensure employment opportunity besides Islami banking system directly work with the unemployment problem. In the conventional banking system, interest rate always fluctuates and even unrest in the economy. Besides Islami bank always helps economic growth. In Islamic banking system the collection of invested money is easier than the conventional banking because Islami bank concerns with the purpose of investment, not with only the invested money. Mention here that the IBBL is going through the path in which they need to go and as like today it will bring more new and welfare-oriented activities in the banking sector in the years to come.
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