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Abstract:

This study aims to demonstrate the role of accounting auditing in ensuring the implementation of
Islamic accounting standards at Islamic Banking sector. This is one of the most important and
prominent management mechanisms to control the execution of its internal system, and to
monitor its employees’ commitment to banking policies and procedures, and their commitment to
the provisions of Islamic law and the decisions of the Sharia Supervisory Board. For that,

descriptive analytical method was chosen.

In order to answer for the problem, a report of the Al Salam Al Baraka Islamic Bank for the year
2023 and the annual report of the Algerian Al Baraka Bank for the year 2019 were studied and
analyzed, to find outO the compatibility of the reports with the Islamic accounting standards issued

by the Accounting and Auditing Organization for Islamic Financial Institutions (AAOIFI).

The study reached into several results, the most important one is to audit the accounting system of
Islamic banks applying Islamic accounting standards in accordance with the provisions of Islamic

Sharia.

Keywords: accounting auditing, Islamic banks, Islamic accounting standards, Accounting and

Auditing Organization for Islamic Financial Institutions
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Reviewed Audited
31 March 31 December
2023 2022
Notes US$ 000 USS 000
ASSETS
Cash and balances with banks 3 4,210,563 4,396,612
Receivables 4 10,591,722 10,437,573
Mudaraba and Musharaka financing 5 1,198,222 1,497 324
Investments 6 5,084,250 5,234,714
ljarah Muntahia Bittamieek 7 2,310,131 2,233,356
Property and equipment 466,990 461,472
Other assets 8 632,341 720,783
TOTAL ASSETS 24,494!219 24,081,834
LIABILITIES, EQUITY OF INVESTMENT ACCOUNTHOLDERS
AND EQUITY
LIABILITIES
Customers’ current and other accounts 6,237,408 6,451,061
Due to banks 1,015,683 971,459
Long term financing 9 482,011 308,037
Other liabilities 10 1,356,478 1,151,678
Total liabilities 9,091,580 8,882,235
EQUITY OF INVESTMENT ACCOUNTHOLDERS
Financial institutions 609,994 670,694
Non-financial institutions and individuals 12,863,275 13,462,134
Total equity of investment accountholders 11 13,473,269 14,132,828
EQUITY
Share capital 14 1,242,879 1,242,879
Treasury shares (15,252) (15,000)
Share premium 16,147 16,059
Reserves 208,363 208,363
Cumulative changes in fair value 54,371 55,008
Foreign currency translations 14 (1,193,724) (1,127,851)
Retained eamings 520,128 483,571
Equity attributable to parent's shareholders 832,912 863,227
Sukuk (Tier 1 Capital) 400,000 400,000
Equity attributable to parent's shareholders
and Sukuk (Tier 1 Capital) holders 1,232,912 1,263,227
Non-controlling interest 696,458 703,544
TOTAL EQUITY 1,929,370 1,966,771
TOTAL LIABILITIES, EQUITY OF INVESTMENT
ACCOUNTHOLDERS AND E 24,494,219 24,981,834
> 5
’// 1? )
- i o1 vy
Abdullah Saleh Kamel Houssem Ben Haj Amor
Chairman Board member and Group Chief Executive Officer

Source : Al Baraka Group B.S.C, Interim Condensed Consolidated, Financial Statements, 31 March 2023

(UNAUDITED AND REVIEWED), P.2
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Thvgns morillis ended
31 March 31 March
2023 2022
Matss US§ ‘000 USs 000
{restated - note
23
INCOME
Meti incoma from jointty inanced contracts and investments. 347,370 331,080
Return on equity of investment accountholders before
Growp's share as & Mudarib {297,185) (274,024)
Group's ghare as a Mudarib 89,503 06,834
Return on eguity of invesiment accountholders {207,682) (177,304)
Group's share of income from aguity of Investrment
accountholders (as a Mudarib and Rabalmal) 139,688 153,656
Mudarib share for managing off-balance sheet
equity of imveatment accountholders 443 2107
Met income from salf financed contracts and investments 113,291 88,321
Fees and commission income 38,631 40,700
Other operating income 15 19,694 35,563
311,547 328,347
Profit paid on leng term financing (8,698) (6,547}
TOTAL DPERATING INCOME 302,849 321,800
OPERATING EXPEMNSES
Staff expenses B4,834 69,102
Depreciation and amortsation 9,573 14,728
Other operaling expenses 52,234 48,423
TOTAL OPERATING EXPENSES 146,441 133,253
HET INCOME FOR THE PERIOD BEFORE
HET ALLOWAMNCE FOR EXPECTED CREDIT
LOSSES i IMPAIRMENT AND TAXATION 156,408 188,547
Met allowance for expected credit losses / impairmant 15 (56,043) (B4,317)
MET INCOME FOR THE PERIOD BEFORE TAXATION 100, 365 104,230
Taxation (27, 710) [35,180)
MET INCOME FOR THE PERIOD 71,655 80,070
Altributable 1o
Equity hobders of the parent 41,434 45 566
Mon-controlling interest M2 23,504
72,668 88,070
Basic and diluted ea 5 per share - LIS cents 13 142 378
Py
L= { ]{V-' Ly )
' S L fos o —
Abdullah Saleh Karmel Houssem Ban Haj Amar
Chairman Board member and Group Chief Executive Officer

Source : Al Baraka Group B.S.C, Interim Condensed Consolidated, Financial Statements, 31 March 2023

(UNAUDITED AND REVIEWED), P.3.
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Thres manths ended
31 March 31 March
2023 2022
USs 000 LSS OO0
(restated -
note 22)
OPERATING ACTIVITIES
Met income for the penod before taxaton 100,365 104,230
Adpustrnents for:
Depreciation and amortisation 8,573 14,728
Depreciabon on [jarah Muntahia Bittambeek 35,272 42,163
Unrealized gain on equity and debt-type instuments at fair value
through statement of ncome (37,B85) 34, 488)
Gain on sabe of property and equipment (3,544) (3,078)
Gain on sale of investment in real estate (780} (3.212)
Gain on salke of equity-type instrements at far value fhrowgh edquity (10} (105}
Gain on saks of equity and debt-type instruments at fair value
through staternent of income (5) ]
Net allowance for expected credit losses [ impaimment 56,043 B4 317
Income from assoclates (5,685) {3,600)
Operating profit before changes in operating assets and labiliies 153,324 200,850
Net changes in operating assets and kabilites:
Reserves with central banks (79,848) 138801
Recenabies (206,393) 165,556
Mudaraba and Musharaka financing 298417 1119478
ijarah hMuntahia Bitamleek (110,777) {72,188)
Other assets 124,011 {9,625)
Customer current and other accounts (213,653)  (d488,588)
Due to banks 4,224 (430 BAB)
Other liabilities 214,294 13,580
Equity of investiment accountholders [B56,337)  (454,528)
Taxation paid (B6,008) (52,040)
Met cash (used in) [ generated from operating activites (498, 746) 191,618
INVESTING ACTIVITIES
Net proceeds from sake [ (purchase) of nvestments 175,619 (115,000)
Met (purchase) | proceeds from sale of property and equipment (8,023) 17,816
Dividend recernved from associates - 564
Net movement in investrment in associates 1,243 1,227
Net cash generated from / (wsed in) investing activiies 167,639 (95,483)
FINANCING ACTIVITIES
Lomg terrn financing 173,574 20,047
Net movement in treasury shares {164) 55
Movernent refated to subssdiaries ter 1 capital (2,T4E) (2,772)
Net change in non-controlling interest (12,176) 95,810
Net cash generated from financing activities 158,888 113,240
Forelgn cumency translation adiustments (93,726) (51,826)
HET CHANGE IN CASH AND CASH EQUIVALENTS (265,745) 157,550
Cash and cash equivalents at 1 Janueary (restated) 2212263 2706,114
CASH AND CASH EQUIVALENTS AT 31 MARCH {Note 19) 1,946,518 2,863 664

Source : Al Baraka Group B.S.C, Interim Condensed Consolidated, Financial Statements, 31 March 2023

(UNAUDITED AND REVIEWED), P.4
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Reviewed Audited
31 March 31 December
2023 2022
Uss 000 USE 000
Sales (Murabaha) receivables 10,816,275 10,610,013
ljarah receivables 141,901 136,924
Salam receivables 268,462 283,574
Istisna'a receivables 122,044 150,365
Allowance for expected credit losses (756,960) (743,303)
10,591,722 10,437,573

Source : Al Baraka Group B.S.C, Interim Condensed Consolidated, Financial Statements, 31 March 2023

(UNAUDITED AND REVIEWED), P.10

2023 Luyle § dlasdle 2022 3 aadine 3S5Laklg dylially wOlgatll o(5) Gl

Mudaraba financing
Musharaka financing
Allowance for expected credit losses

Reviewed Auvdited
31 March 31 December
2023 2022

USE 000 Uss '00g
458,824 691,226
T&7T.017 836,032
(27,619) (29,934)
1,198,222 1,497,324

Source : Al Baraka Group B.S.C, Interim Condensed Consolidated, Financial Statements, 31 March 2023

(UNAUDITED AND REVIEWED), P.11

LS Ggas olo UM oo Wslad) Aewall &SI Ggas ilgal :(6) Gl

Quoted investments
Equity securities
Managed funds
Sukuk

Unquoted investments
Equity securities

Managed funds
Sukuk

Provision for impairment

Reviewed Audited
31 March 31 December
2023 2022
UsE 000 USE ‘000
38,131 43,104
23,523 23523
386,898 477,900
448,552 544 527
35,573 35,932
12,778 12,257
18,035 7,577
66,386 55,766
(6,195) (6,680)
508,743 583,612
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Source : Al Baraka Group B.S.C, Interim Condensed Consolidated, Financial Statements, 31 March 2023

(UNAUDITED AND REVIEWED), P.14
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