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Shari’a Standards <! Jbea 21 ) 4 ok 3L 5uY) QLAY 138 B g
L) A el il gall Az jall g el i g ja—ial i) (SSs)
Accounting and Auditing Organization for Islamic Financial

. www.aaoifi.com ¢zl 2005 o Institutions

Gallil) Euasall
G oallal) dpcdaall jutaa iy jUa)

(1) pd, Jsi
L..gj,.\lw\ a..wul;d\ J,,\gl.u 91-.\:\ dS:\h

MASB bl i.yal;d\ sz Gulaa L o) Q,.“dt @LAM i.yal;d\ il ?GJ‘

3 Jdota B Jlma 54 dalldl) 8 GlEidll FRS (Alall o 8l julaa a8 ) 1Y)
Al gal el (e Ly Lag (Unaldaill

FRS 1-FRS 8 = IFRS 1-8

FRS 101-FRS 140 = IAS 1-40

FRS 41 = IAS 41

FRS ;.1 2004 = 4] L) il all 4lal) adl gl (2 g Sl Liall

FRS 201 - FRS 204 = 4das julas

4 Jsia B Jlaa 36 PERS dalid) ciliiall Al o jiil) jalaa alB ) oLl

(it
MASB 1-32
IAS 25
IAS 29
MAS 5
IB1

) udsn
daldl) & clddall o 5alal) Al g &3l julae

MASB Approved Accounting Standards for Entities Other than Private Entities

Standard Title Effective Status Con
Date with
Stan

FRS 1 First-time Adoption of Financial Reporting Standards 1 Jan 2006 | Enacted
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FRS 2 Share-based Payment 1 Jan 2006 | Enacted =
FRS 3 Business Combinations 1 Jan 2006 | Enacted Viev
IFRS 4 Insurance Contracts = Exposure Draft issued
FRS 5 Non-current Assets Held for Sale and Discontinued Operations 1 Jan 2006 | Enacted Viev
FRS 6 Exploration for and Evaluation of Mineral Resources 1 Jan 2007 | Enacted =
IFRS 7 Financial Instruments: Disclosures - In progress -
IFRS 8 Operating Segments - In progress -
FRS 101 Presentation of Financial Statements 1 Jan 2006 | Enacted Viev
FRS 102 Inventories 1 Jan 2006 | Enacted Viev
FRS 107 Cash Flow Statements 1 July 2007 | Enacted -
FRS 108 Accounting Policies, Changes in Accounting Estimates and Errors 1 Jan 2006 | Enacted Viev
FRS 110 Events After the Balance Sheet Date 1 Jan 2006 | Enacted Viev
FRS 111 Construction Contracts 1 July 2007 | Enacted -
FRS 112 Income Taxes 1 July 2007 | Enacted -
FRS 1145004 | Segment Reporting 1 Jan 2002 | Enacted =
FRS 116 Property, Plant and Equipment 1 Jan 2006 | Enacted Viev
FRS 117 Leases 1 Oct 2006 | Enacted Viev
FRS 118 Revenue 1 July 2007 | Enacted -
FRS 119 Employee Benefits 1 Jan 2003 | Enacted =
FRS 120 Accounting for Government Grants and Disclosure of Government 1 July 2007 | Enacted -
Assistance
FRS 121 The Effect of Changes in Foreign Exchange Rates 1 Jan 2006 | Enacted Viev
Amendment to Financial Reporting Standard FRS 121 The Effects of 1 July 2007 | Enacted -
Changes in Foreign Exchange Rates — Net Investment in a Foreign
Operation
FRS 123504 | Borrowing Costs 1 July 2002 | Enacted -
FRS 124 Related Party Disclosures 1 Oct 2006 | Enacted Viev
FRS 126 Accounting and Reporting by Retirement Benefit Plans 1 Jan 2003 | Enacted =
FRS 127 Consolidated and Separate Financial Statements 1 Jan 2006 | Enacted Viev
FRS 128 Investments in Associates 1 Jan 2006 | Enacted Viev
FRS 129 Financial Reporting in Hyperinflationary Economies 1 Jan 2003 | Enacted -
FRS 131 Interests in Joint Ventures 1 Jan 2006 | Enacted Viev
FRS 132 Financial Instruments: Disclosure and Presentation 1 Jan 2006 | Enacted Viev
FRS 133 Earnings Per Share 1 Jan 2006 | Enacted Viev
FRS 134 Interim Financial Reporting 1 July 2007 | Enacted -
FRS 136 Impairment of Assets 1 Jan 2006 | Enacted Viev
FRS 137 Provisions, Contingent Liabilities and Contingent Assets 1 July 2007 | Enacted -
FRS 138 Intangible Assets 1 Jan 2006 | Enacted =
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FRS 139 Financial Instruments: Recognition and Measurement - Enacted
FRS 140 Investment Property 1 Jan 2006 | Enacted
IAS 41 Agriculture - Exposure Draft issued
FRS i-12004 | Presentation of Financial Statements of Islamic Financial Institutions 1 Jan 2003 | Enacted
FRS 2012004 | Property Development Activities 1 Jan 2004 | Enacted
FRS 202004 | General Insurance Business 1 July 2001 | Enacted
FRS 2032004 | Life Insurance Business 1 July 2001 | Enacted
FRS 2042004 | Accounting for Aquaculture 1 Sept 1998 | Enacted

The numbering of the FRSs corresponds to the IFRSs issued by the IASB. For example, FRS 1 in Malaysia is equivalent to IFRS 1. FF
‘100 prefix’ corresponds to its equivalent IASs. Thus FRS 101 is equivalent to IAS 1. FRS with a 200 prefix' denotes locally developed
with no equivalent International Standard.

Hence, FRS 1 = IFRS 1
FRS 101 = IAS 1
FRS 201 = locally developed standard

@ Auden
AalAl) clidal s Skl giwﬁ oot julaa

MASB Approved Accounting Standards for Private Entities

Effective

Date Status

Standard Title

Presentation of Financial .
View summary
MASB 1 Statements 1 July 1999 Enacted@ View Summar
MASB 2 Inventories 1 July 1999 Enactedll View Summary
Net Profit or Loss for the
Period, Fundamental Errors .
, .
MASB 3 and Changes in Accounting 1 July 1999 Enacted View Summary
Policies
MASB 4 gg:tesarch S 1 July 1999 Enactedll View Summary|
MASB 5 Cash Flow Statements 1 July 1999 Enacted View Summary
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The Effects of Changes in

: .
MASB 6 el 1 July 1999 Enactedll View Summary
MASB 7 Construction Contracts 1 July 1999 Enacted View Summary
MASB 9 Revenue 1 Jan 2000 Enactedfl View Summary
MASB 10 Leases 1 Jan 2000 Enacted View Summary

Consolidated Financial
MASB 11 Statements and Investments 1 Jan 2000 Enactedll View Summary
in Subsidiaries

MASB 128 Investments in Associates 1 Jan 2000 Enacted View Summary
MASB 14 Depreciation Accounting 1 July 2000 Enacted@l View Summary

MASB 158 Property, Plant & Equipment 1 July 2000 Enacted View Summary
Financial Reporting of

MASB 16 Interests in Joint Venture 1 July 2000 Enactedfl View Summary
Events after the Balance .
View summary
MASB 19 Sheet Date 1 July 2001 Enacted@ View Summar
Provisions, Contingent
MASB 20 Liabilities & Contingent 1 July 2001 Enactedll View Summary|
Assets
MASB 23 Impairment of Assets 1 Jan 2002 Enacted View Summary
MASB 258 Income Taxes 1 July 2002 Enactedfl View Summary
MASB 27 Borrowing Costs 1 July 2002 Enacted View Summary
MASB 28 Discontinuing Operations 1 Jan 2003 Enactedfl View Summary
MASB 29 Employee Benefits 1 Jan 2003 Enacted View Summary
MASB 30 Accounting and Reporting by 1 Jan 2003 Enactedll View Summary

Retirement Benefit Plans

Accounting for Government
MASB 31 Grants and Disclosure of 1 Jan 2004 Enacted View Summary
Government Assistance
Property Development

MASB 32 Activities 1 Jan 2004 Enactedll View Summary|
IAS 25 Accounting for Investments 1 Sept 1998 @ Enacted@ -
IAS 29 Financial Reporting in 1 Jan 2003 Enactedll -

Hyperinflationary Economies
MAS 5 Accounting for Aquaculture 1 Sept 1998 @ Enacted@ -

Preliminary and Pre-
operating Expenditure

IB-1 1 Jan 2001 Enacted -

:L;".‘- Lo 4 3allal) 4y sl Q,Js Badg

IFRS 5 sh Aslaall 43 9al) julaall g (3815509 JalSlly s g 1
. & IAS

Clad Eua Lglasly L splee 220 4l (e 4l Agal 4 00 Jad) gl 2
Laga 5 G geacpalddl g paldld) il (e Uaill

Llaa 3 gk ey ald (padlal Jlray (oSl (5,88 ) Jadi L) L3

e e g (O om NI o U lan e le Y1 (S 4
. www.masb.org.my ¢ jatall dsulaal)

&l Gagall
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The assets of an IFl include cash balances and short-term funds, placements with
other financial institutions, dealing and investment securities, and financing of
customers. The cash balances usually comprise deposits made based on the Shariah
principle of Wadiah. The placement usually comprises money market placement made
on the basis of Mudarabah principle. Dealing securities usually comprises equity and
other capital market instruments acquired for trading purposes and investment
securities are acquired for long-term investment purposes. The financing of customers
usually comprises financing extended to customers based on various Shariah
principles. Other items include receivables, statutory deposits with BNM, and property,
plant and equipment.

The liabilities of an IFI usually comprise deposits from customers, deposits and
placements of other financial institutions, bills payable, and other liabilities. Deposits
from customers comprise Mudarabah and non-Mudarabah deposits. Non-Mudarabah
deposits include savings, current and Negotiable Islamic Debt Certificates and other
similar instruments. Mudarabah deposits consist of deposits accepted by an IFl in the
form of investment and other profit-sharing deposit accounts. The non-Mudarabah
deposits include money deposited based on Wadiah contracts or any other non-profit-
sharing contracts. Other liabilities include provision for taxation and Zakat.

In the case of conventional banks and other financial institutions that carry out IBS,
funds allocated for the IBS operation is normally disclosed as a separate item after all
liabilities of the IBS. The nature of the funds is such that it is deemed to be an
advance from the IFls for purposes of establishing the scheme.

Equity of an IFI can be defined as the residual interest in the assets of the IFI after
deducting all liabilities. It comprises paid up capital, distributable and non-distributable
reserves.

45. Separate disclosure of assets, liabilities and equity shall be presented in the



46.

47.

48.

49.
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notes.

Within each classification, distinction is normally made between types, nature and
value of the assets in the notes. For example, in dealing securities, type of securities
and impairment losses need to be disclosed. In the case of financing of customers, the
example of disclosure would include, analysis by product, by concept and by types of
customers. Such distinction has reporting consequences in terms of classification of
financing accounts.

This disclosure is useful to users due to the unique features and associated risks of
each type of contract. For example, Wadiah contracts guarantee safe custody of
deposits. The IFI can decide on a discretionary share of income (hibah) to be paid to
the depositors. Mudarabah deposits are profit sharing deposits where the profit paid is
based on a pre-agreed sharing ratio. Their risk profiles are different. Other forms of
liabilities are those that are based on Wadiah contracts.

The presentation of liabilities is useful to decision makers due to their distinguishing
features as described in paragraph 42. Detailed disclosures of contract types and
nature of obligations are normally made in the notes.

Other liabilities include Istisna payables, Salam payables, dividend payables, Zakat
and tax payables, which are non-profit sharing liability.

Information to be Presented on Face of Income Statement
or in Notes

50.

51.

52.

53.

54.

55.

The income statement of an IFI shall include income, expenses, and profit or
loss for the period. These elements shall be presented separately such that
they present fairly the results and performance of the IFI's operations.

Additional line items, headings and subtotals shall be presented on the face of
the income statement when such presentation is relevant to an understanding
of the IFI's financial performance.

The descriptions and the ordering of items presented shall assist preparers in
providing information that is necessary for the overall understanding of an IFl's
financial performance. Such descriptions and ordering may be made in order to apply
more specific requirements of regulatory authorities.

The income of an IFl includes income derived from investment of depositors' funds,
income derived from the investment of shareholders' funds (in the case of
conventional banks and other financial institutions that carry out IBS, income derived
from the investment of Islamic banking capital funds), income attributable to the
shareholders (in the case of conventional banks and other financial institutions that
carry out IBS, income attributable to the bank/group), and other income. Income
derived from investment of depositors' funds comprise all income from investment of
general investment deposits, specific investment deposits, and other depositors'
fund. Embedded in this are portions of income attributable to depositors. Income
derived from investment of shareholders' funds usually comprises income from
financing, trading, and investment activities, which comes from dealing and
investment securities in and outside Malaysia.

The expenses of an IFI usually comprise allowance for loan and financing, expenses
directly attributable to the investment of the depositors and shareholders/Islamic
banking capital funds, personnel expenses, and other expenditure. Allowance for
loan and financing comprise specific and general allowance as well as bad debts
recovered and written-off during the financial year. Other expenditure includes
Shariah committee members' remuneration, hire of equipment, general administrative
expenses and other expenses.

An IFl shall present in the notes, an analysis of income according to types of
investments and financing of customers.



56.

57.

58.
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An IFl shall present in the notes, an analysis of expenses using a classification
based on either the nature of expenses or their function within the IFI,
whichever provides information that is reliable and more relevant.

An IFI shall disclose, either on the face of income statement or the statement of
changes in equity, or in the notes, the amount of dividends recognised as
distributions to equity holders during the period, and the related amount per
share.

Such disclosure of dividends per share may not be applicable in the case of
conventional banks or financial institutions that carry out IBS.

Information to be Presented on Face of Statement of
Changes in Equity or in Notes

59.

59A.

60.

An IFI shall present a statement of changes in equity showing on the face of
the statement:

(a) profit or loss for the period;

(b) each item of income and expense for the period that, as required by other
Standards or by Interpretations, is recognised directly in equity, and the
total of these items;

(c) total income and expense for the period (calculated as the sum of (a) and
(b)), showing separately the total amounts attributable to equity holders
of the parent and to minority interest; and

(d) for each component of equity, the effects of changes in accounting
policies and corrections of errors recognised in accordance with FRS
108.

(e
)

An IFl shall also present, either on the face of the statement of changes in
equity or in the notes:

(a) the amounts of transactions with equity holders acting in their capacity
as equity holders, showing separately distributions to equity holders;

(b) the balance of retained earnings (ie accumulated profit or loss) at the
beginning of the period and at the balance sheet date, and the changes
during the period; and

(c) a reconciliation between the carrying amount of each class of contributed
equity and each reserve at the beginning and the end of the period,
separately disclosing each change.

The descriptions and the ordering of items presented shall assist preparers in
providing information that is necessary for the overall understanding of an IFl's
financial performance. Such descriptions and ordering may be made in order to
apply more specific requirements of regulatory authorities.

Cash Flow Statement
61. An IFI's cash flow statement shall report cash flows during the period
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classified by operating, investing, and financing activities.

62. Additional line items, headings and sub-totals, shall be presented on the face
of the cash flow statement when an FRS requires it, or, when such
presentation is necessary in order to present fairly the cash flows of an IFI.

63. The descriptions and the ordering of items presented shall assist preparers in
providing information that is necessary for the overall understanding of an IFI's cash
flows. Such descriptions and ordering may be made in order to apply more specific
requirements of FRS 1072004 Cash Flow Statements and guidelines issued by
regulatory authorities.

Notes
Structure

64. The notes shall:

(a) present information about the basis of preparation of the financial
statements and the specific accounting policies used in accordance with
paragraphs 108-115 of FRS 101 Presentation of Financial Statements;

(b) disclose the information required by FRSs that is not presented on the
face of the balance sheet, income statement, statement of changes in
equity or cash flow statement; and

(c) provide additional information that is not presented on the face of the
balance sheet, income statement, statement of changes in equity or cash
flow statement, but is relevant to an understanding of any of them.

65. Notes shall, as far as practicable, be presented in a systematic manner. Each
item on the face of the balance sheet, income statement, statement of changes
in equity and cash flow statement shall be cross-referenced to any related
information in the notes.

Disclosure of Accounting Policies
66. An IFl shall disclose in the summary of significant accounting policies:

(a) the measurement basis (or bases) used in preparing the financial
statements; and

(b) the other accounting policies used that are relevant to an understanding
of the financial statements.

66A. An IF]l shall disclose, in the summary of significant accounting policies or
other notes, the judgements, apart from those involving estimations (see
paragraph 116 of FRS 101 Presentation of Financial Statements), management
has made in the process of applying the IFI's accounting policies that have the
most significant effect on the amounts recognised in the financial statements.

Key Sources of Estimation Uncertainty

66B. An IF] shall disclose in the notes information about the key assumptions
concerning the future, and other key sources of estimation uncertainty at the
balance sheet date, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next
financial year. In respect of those assets and liabilities, the notes shall include
details of:
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(a) their nature; and

(b) their carrying amount as at the balance sheet date.

66C. An IFi shall disclose in the notes:

(a) the amount of dividends proposed or declared before the financial
statements were authorised for issue but not recognised as a distribution
to equity holders during the period, and the related amount per share;
and

(b) the amount of any cumulative preference dividends not recognised.

Additional Disclosures in Financial Statements

67. An IFl shall disclose the following, if not disclosed elsewhere in information

published with the financial statements:

(a) the domicile and legal form of the IFI, its country of incorporation and the
address of its registered office (or principal place of business, if different
from the registered office);

(b) a description of the nature of the IFl's operations and its principal
activities; and

(c) the name of the parent and the ultimate parent of the group.

(@ [

Disclosure of Unusual Supervisory Restrictions

69.

70.

An IFl is encouraged to disclose any unusual supervisory restrictions imposed on the
IFI by any regulatory or supervisory agency with respect to any regulations regarding
such restrictions.

The situation where the regulatory and supervisory agency may impose the
restriction contrary to Shariah principles on IFl is very rare. Such restriction can
impair the IFI's ability to make decisions necessary to manage the IFI or it prevents
the IFI from carrying out some of the activities it has been authorised to carry out by
its charter.

Disclosure of Shariah Advisor or Shariah Board and Zakat Obligations

71.

72.

An IFI shall disclose the role and authority of the Shariah advisor or board in
monitoring the IFl's activities pertaining to Shariah matters.

An IFl shall also disclose, where applicable, its responsibility towards payment
of Zakat on behalf of depositors, shareholders and others.

Disclosure of Earnings or Expenditure Prohibited by Shariah

73.

An IFl is encouraged to disclose:

(a) the amount and nature of earnings realised from sources or means which are
not permitted by Shariah;
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(b) the amount and nature of expenses not permitted by Shariah; and
(c) the manner of disposal of prohibited earnings.
Concentrations of Asset Risks

74. Disclosure shall be made in the financial statements of any significant
concentrations of its assets invested or deposited in the following ways:

(a) by geographical areas;

(b) by customer groups;

(c) by industry sectors; or

(d) other concentrations of risk that are appropriate.
Concentration and Distribution of Investment Accounts

75. Disclosure of concentrations of sources of investment accounts and their
equivalent and other accounts shall be made in the financial statements.

76. Disclosure of the distribution of investment accounts and their equivalent and
other accounts in accordance with respective periods to maturity shall be
made in the financial statements.

Distribution of Assets

77. Disclosure of the distribution of assets in accordance with respective periods
to maturity or expected periods to cash conversion shall be made in the
financial statements.

Commitments and Contingencies including Off-Balance Sheet ltems

78. Disclosure of commitments and contingencies shall be made in the financial
statements of the IFls and include:

(a) the nature and amount of commitments that are irrevocable; and

(b) the nature and amount of contingencies arising from off-balance sheet
items including direct credit substitutes, transaction related
contingencies, sales and repurchase agreements, and other
contingencies of similar nature.

Accounting Policies, Changes in Accounting Estimates and Errors

79. The disclosure requirements as per FRS 108 Accounting Policies, Changes in
Accounting Estimates and Errors shall apply to an IFI. In addition, any
accounting effect on investment account shall be disclosed.

Profit Distribution Policy

80. An IF]l that co-mingles various types of deposits into a single pool of funds
shall disclose the method of allocation of income among various categories of
deposits.

81. An IFl shall disclose the distribution of profit derived from investment of
depositors' funds at gross level, after deducting expenditure to the extent that
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they are directly attributable to the investment of those funds.

82. An IFI normally allocates income by using a weighted average method balances and
allocates a total income to various categories of depositors.

83. An IFl normally distributes profit derived from investment of depositors' funds based
on a pre-determined ratio in the case of Mudarabah deposits, and on a ratio
determined at the discretion of the IFls in the case of Wadiah and other non-
Mudarabah deposits.

Related Party Disclosures
84. An IFl shall comply with FRS 124 Related Party Disclosures.
Specific Investment Accounts

85. Specific investment accounts are restricted as to their co-mingling with other funds.
They are to be used for specified financing or investment. Additional disclosures on
the nature of fund, profit sharing policy, nature of financing, and investment are
encouraged.

86. Any profits or losses of the specific investment account shall be separately
disclosed. They shall not be offset with other types of the IFI's profit or loss.
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