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Abstract:

“Profit Distribution Mechanism in Palestinian Islamic Banks”
Case Study: Islamic National Bank

This research Interested in study and analysis measurement and
distribution methods of profits in Islamic banks, foundations and the rules
and policies of distribution and the problems that are exposed, where the
dividend is a fundamental problem in Islamic banks and due to the
instability of the distribution of profits in Islamic banks ratio in addition to
the Mudaraba contract nature connects all of the bank and depositors,
and the research worked on analyzing concepts and fundamentals that
need to be applied in accordance with the rules of Islamic banking, And in
order to put an easy mechanism and comprehensive process of
distribution of profits in Islamic banks in order to facilitate the process of
measuring and distribution of profits and increases the efficiency and
accuracy, and thus gain trust and credibility with the public depositors and
increase the competitive advantage for the bank and move forward in the
development of the economic role of banks in community, and to achieve
the objective of the study we use Descriptive analytical method.

The study found a number of important results including the calculation of
profits and distribution operations in Islamic banks are facing many
problems, and there are no standardized mechanism for the calculation of
profits and distribution in Islamic banks, as there are no specific dates for
the process of distribution of investment deposits dividends to depositors
and the shareholders, and was also observed there are no specific
categories of deposits where it is up to the bank and management to
develop a certain classifications, participation rates and rates of mudaraba
as desired by the bank making it difficult to unify the distribution of profits

mechanisms process.
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The study concluded that a number of important recommendations to the
Accounting and Auditing Organization for Islamic Financial Institutions and
Islamic Banks in order to develop the banking business and attract new
capital, and the study recommended the Accounting and Auditing
Organization for Islamic Financial Institutions to put main lines towards the
unification of the policies being pursued by banks in Profits calculation and
distribution process in Islamic banks, and the study recommended for the
formation of committees to study investment deposits and determine types
of it, although take in consideration of deposits types and the participation
rate of each deposit in the calculation of profit and the proportion of

mudaraba between the bank and the depositor.
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Palestine Islamic Bank bttt balall oY i
Mokt bl Bt ’ '
Balance Sheet dgarldiisal
e
Assets aligagal
Cash 8 balances ot PMA A% 109,152,763 110,564,826 Ll N WL ey 5
Balances at banks and Mnancial Insttutions 1% 91,306,698 8,203,599 s byl s b
Net direct financhg 0% 352,961,215 266,801,784 $plaaid il
Flnancil asefs at fa value 1% 2882683 4181148 LIl
Financial assels at amorized cost A7.3% 4 133,766 §,000,000 IFR(EF VIS = B
Investments 12.2% 3658, 164 4167278 djl
NetMed aseels Ok 16,150,588 11,595,044 ol e
Oter 7% 16,372,045 12,736,164 il
Net 338t 18.5% §95.269.913 §012,251,830 gt e
Liabilities and Owners' equity sl fodag clgllag)
Liabilities alyglld
Banks' and financial Insttutons' deposis 157.3% 55,193,318 21,446,000 L s Sl s 4
Cuslomers' deposits 135% 455,25 01 401,561,461 iy
Miscefansous provisions 0% 418528 Jda2Ane Teps olanais
Taes provsons i 6,196,160 6,606,123 el
Other 6.9% 6,219,024 5,710,181 Pl
Total bl 3% 527720201 URITE .
Owners' equity il gia
Pald- I capta 0% 50,000,000 50,000000 gl U
Legal & yclcalt rsenves B% 6750278 4BESETE Ukl ol
(General bankng ks reenve 08% §5041% 5478082 e ot i b
Accumulated change In fair vaiue 2202% -251,964 209602 Ll ] ) i
Retaned eamings g% 517,182 2909091 il
Toal Owny squly G OSeT Ge 10l e
Total lablises and Ownar' equity 18.5% §95.269.913 502,261,830 AL g ol g
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Palestine Islamic Bank it sulall= 0 iabanlall oMl iyl

Pelestine Iamke Bank
Financial Indicators Aol sl y 23400

Profitability daa !

Banks’ are 7om fRancing, Investments & commissions [ Revenuee  -2.4% 85.8% 89.0% sl ¥/ c¥gatacd iy el alyd e il e

-26% 127% 1.30% alagepll e Sk

85% 1.2% 10.3% 2 ek e SLS

et

2 ThRE i __ Shgesllgaln /oSl sy

10.5% $3.3% 53.5% Sl ala ) il el ala

15.7% T7.4% 56.9% obaall g £ 3,500 cdlapatl ol

Ul puly J<an

1.5% 83.7% 87.4% Shagagll paba/ byt

23.4% 522.6% 423.6% M Gede /3,200 Sl ny:_

73.2% 32% 456% EPSTUR AR PPRIPUSS

sl ae

@aall

-0.2% 31,329,462 31,390,733 e/ SHagell Sala

-24% 23,996,131 25,087,591 g #Shaalt gy

10.6% 18,576,906 16,800,112 o/ b =l el

Gadguall Zaall

11.9% 52% 47% Shagastl ol

55% 5.1% 49% o3laatt o315y

Net direct fnancing 20.1% 7.3% 6.1% 3l al
Palestine Islamic Bank wighud ol fl =, akaalall el sliyl

Palesting Istemic Bank = = ' ’
Income Statement Jaall sl
Revenues sty
[ t and financing 15.3% 24,037,761 20,844,807 Sl W gt sl !
Return on icted investment: s -2.9% 2.401,924 2,474,452 Gl Lz cbls sla ] sl
Banks' share from financing & investments income 17.8% 21,635,837 18,370,455 S haTiar¥ 1y Spadl) 31 ] o LI Bmn
Net issions i 20.2% 3,351,087 2,787,504 el silsll ks
Banks' share from financing, i ts & issi 18.1% 24,986,304 21,157,959 S paalty 4 ATy Jopa A3 0 i Rme
Gains on foreign cumencies exchange 12.7% 1,842,087 1,634,005 Lo W aatls febaofl il
Doubtful financing provision recapture 12.2% 843,488 578,071 ghimnd o 0y e kg 5 ranitn 33,20
Other 2254% 1204713 397,870 >3
Total revenues 21.1% 28,772,172 23,767,905 S35 g garnn
Expenses L jlasll
Employees' benefits 21.8% 10,034,183 8,238,547 catigtl ez
Operating expenses 44.0% 7.378,078 5,001,853 Lliats caylas
Depreciation and amortization 12.9% 1,271,760 1,126,627 helatsly leng
Provision for doubtful direct financing 26.5% 309,379 315,714 5 lie 9yl S5 e
Other 637.8% 262,001 35523 ey
Total exp 30.7% 19,345,508 14,806,264 ylall p pasns
Profit before taxes 52% 9,426,664 8,961,641 O 1 S g
Taxes expense -224% 1,889,057 2434779 Syl By
Net profit for the year 15.5% 7,537,607 6,526,862 i) ) e

www.manharaa.com

SN A J* |




Palestine Islamic Bank \ | gt gule oithunlal Myl iy

The Most Important Historical Financial Data gy il ayllal 2Lyl ol

AU gt e ks il il Al
Net direct finanding Customers' ceposts Net assaty
]
we
"
i w @
) w w
m w o
m w m I I
a1 a0 s o am o 21 0 oM a0 Wi we oW WM
income Statement ol
ulc,vﬂ- ..'.&dl‘o'u,. i gaall g Lty paltl dil pd s b T
Net profit for the year Total expanses MMMMW‘MI
un
o
"
T
un (AR ] ™ 166 un
w wm
Y
a0
el
oL N W 04 ame o 2 011 A MmN 20 bITF I 11
W Vohowe s Nikon of dobeny L |

www.manharaa.com




“2- ) ga

2013 alally 2014 sl o al) ) il cililaayly Adlal) clibad) Gany
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Arab Islamic Bank sl adlua) sl
Balance Sheet mm,ﬂ“ dsagesllasiliagll
Assets Slssazall
Cash & balances at PMA -18.7% 72,000,147 83,608,142 EICRMRTTI I LU L TICIPI | W PO
Balances at banks and Instiutions 406% 187,736,638 133,537.78% Raymn ol fag s (sat B I
Investments at the islamic banks 34.5% 9,151,261 6,801,793 Leadh! e gyl
Netgrectfnancing 29.2% 247,125,470 191,325,328 3 tlacin
Financial assets at fair value 2.0% 7,357,258 7,223,123 sl e BL e g g
Investments properties 1.8% 15,333,943 15,066,941 jlie ol
Net fixed 3ssets 10.1% 7,122,567 5,470,776 Tl iope e e
Other -15.4% 16,070,720 19,232,597 e
Net assets 20.0% 561,908,064 458,267,496 o gargts  Dlue
Liabilities and Owners' equity FuSLoM FoRag iligllagll
Liabilities S PPN ]
Banks’ and financial Institutions’ deposits 32.4% 57,782,536 43,620,188 Tk g gl g
Customers’ deposiis 21.1% 425,623,500 351,626,620 ot Slag
Mésceilaneous provisions 22% 2,757,446 2,708,259 Rl i
Taxes provisions -£9.1% 290,108 937,539 Il e
Other 6.7% 7.514,645 7,044,126 S
Total Hablilties 21.7% 494,178,235 405,345,732 Gl plial) g panee
Owners' equity dasloll Bgia
Pald - In capital 26% 50,000,000 43,719,588 psadds JUI
Legal & cycically reserves 29.1% 4,583,564 3,551,103 Tpgs ShulBy gile sl |
banking risks reserve -3.6% 3,796,050 3,937,351 Tele Tk s Slolinn Bl d
A atea ge In far value 0.05% 4,546,777 4,549,028 Lslall B @1t i
Retalned eamings 207.0% 4,803,358 1,564,694 33941 L
Total Ownera® equity 8.7% 67,729,769 62,321,764 ALK g 7 pares
Total Hablities and Ownsers' equity 20.0% 561,908,054 458,267,456 A1 3 g ¢ Sk pliad ! g parne
Arab Islamic Bank © osdl Sl el
Income Statement Arab Islamic Bank Jaallabiln
Revenues Sl ¥
[ and financing revenues 19.1% 15,515,500 13,022,566 bl Lisaatl st !
Return on icted i 16.4% (816,313) (701.184) Lttatl jln W abbs oladd st
In from investments and fi g 19.3% 14,699,277 12,321,402 S aSEN g T DS ] (5o Lk R
k from dir account -34.6% 105,402 161.085 aiaall Lmu¥ s cdslul ooyl idl Las
Net commissions revenues 15.1% 1,781,070 1,547,900 S¥gaatl il ale
Banks' share from fi g, investm 18.2% 16,585,749 14,030,387 ¥ paall s S phaZiast g Sopaid] A3 pkt o 2ol i
Gains on foreign hang -13.3% 1,880,064 2,179.738 Lesda ¥l cdlaalls Jalaatl sl
Doubtful financing provision recapture 104.0% 11.844 -280,031 Lglonnd B eCha S 3gal Gy 313501
Other 155.3% 1,482,650 580,685 sl
Total revenues 21.1% 19,970,307 16,491,787 a1 g parna
Expenses s jlaglh
Employees’ benefits 11.2% 6,501,436 5,928,197 Cabsell ol
Operating expenses 46.0% 6,430,387 4,400,880 LS e las
Depreciation and 25% 1,210,854 1,181,147 alslataly S g
Other -100.0% 0 10.000 e
Total expenses 23.5% 14,241 677 11,529,324 i jluall g pane
Profit before taxes 15.4% 5,728,630 4,962,463 L palt b a1
Taxes exp 2.4% (1.508,788) (1,462,000} CAl Ml Caigpaine
Net profit for the year 18.0% 4,129,844 3,500,463 At ) e
v
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Profitability Ayl
Banke’ hare fom financing, investments & commissions / Revenues  -2.4% 83.1% 85.1%  oalyill / SHgaatly Wiy pa il o il i
Retum on assets -1.7% 0.73% 0.75% age gl e S
Retum on equity 86% 5.1% 5.6% AN Geke e 2L
Vacaisicl gl
Customers' deposits / Net assets 09% 75.8% 75.1% g sl Bl /o 2l
Net direct financing / Net assels 76% 420% 40.9% s ) Sl /3 bl ) gl R
Net direct financing / Customers’ deposits 57% 58.0% S4.4% daall 2hss /3,2l el ke
Capital Structure Jall paly S
Liatamties./ et ac5ets: 14% 87.9% 86.7% sl gl S
Net direct financing / Equity 18.9% 364.9% 307.0% L Bk [ Bl el el
Retained eamings ! Equity 1825% 7% 25% LU Byl /5 ppadl 2
Other Indloators sl s
Volume P?a."
Net assets / Branch -1.8% 51,082,551 §2,029,722 2 age gl ala
Cuskamers: Sepoeits | Branchy A% 38711227 39,063,624 LAl e HeaB Sy
Net direct financing / Branch 57% 22465352 21,258,370 toa /32l el el
Market Share dadgeall daall
Net assets 133% 9% 43% Sl sl e
Customers’ deposits 125% 43% 4.2% o R alay
Net direct financing 18.1% 51% 4.3% bl el el
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