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ABSTRACT

Russian financial institutions participating in the experiment on the development of partnership financing
have started to increase the volume of transactions based on Islamic principles since 2023. Among them
are banks and other public organizations. In this sector, it is especially important to take into account the
long-term experience accumulated by Islamic financial institutions in disclosing information about their
activities in annual reports. The purpose of the study is to assess the disclosure of information about the
activities of Islamic financial institutions in annual reports and to develop theoretical approaches to its
improvement for further use by Russian participants in partnership financing. The work uses comparative and
deductive analysis methods, as well as logical and systemic approaches. The authors assessed the disclosure
of information in annual reports by Islamic financial institutions based on more than 30 ratios grouped
by categories of profitability, liquidity, asset quality, and capital adequacy. The authors identified the key
indicators that Islamic financial institutions present to stakeholders for making investment decisions based
on the information in annual reports. The results show that for investors of financial organizations, including
those operating on the principles of the “Islamic window” (including Russian organizations participating
in partnership financing), it will be constructive to disclose key indicators of Islamic financing operations
in terms of six indicators (the CAMEL model modified by the authors) and five adjusted indicators of the
performance index of these operations (Islamic Performance Index). The main conclusion of the study is the
thesis on the need to adapt the modified CAMEL model by Russian participants in partnership financing to
improve the quality of information disclosed in annual reports on their business models and attract investor
funds to the industry.
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OPUTUHANBHAA CTATbA

TEOpETM‘-IECKME noaxoAabl K OLueHKe rogoBbiX
oT4vyeToB UCNNaMCKUX (I)MHaHCOBbIX opraHM3au,uﬁ

®.N. Xapucosa, I.T. lep3aesa, .A. AneTkuH
KasaHckuit denepanbHbiii yHuBepcuteT, KasaHb, Poccuickas Mepepaums

AHHOTALUMSA
Poccuiickne UHAHCOBbIE OpraHU3aLmu, SBASIOLMECS YYaCTHUKAMM SKCNEPMMEHTA NO Pa3BUTUIO MapTHep-
CKoro dbmMHaHCcMpoBaHMs HaumHas ¢ 2023 r. cTanm HapawmnBaTb 06bEMbI CAENOK MO UCNAMCKUM NMPUHLMNAM.
Cpenu HMx ecTb BaHKKM M Apyrue nybanyHbie opraHunsaumu. B aToM cektope 0C06€HHO BaXKHO YUYUTbIBATb
HaKOMJIEHHbIN MCNAMCKMMKU GUHAHCOBLIMU OPraHM3aLMsIMM MHOTOTIETHUI OMbIT MO PACKPbITUIO B FO0BbIX
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oTyeTax UHbopMaummn 06 nx gearenbHocTH. Llenblo nccnenoBaHms SBASETCS OLEHKA packpbiTua UHbOpMa-
LMK B rO4O0BbIX OTYETAX O AeSTeIbHOCTU MCNAaMCKUX GUHAHCOBbIX OpraHu3auuim n paspabotka TeopeTu-
4YeCKMXx NOAXOAO0B K €e COBEpPLUEHCTBOBAHUIO AN NPUMEHEHUS B AafbHENLWEM POCCUACKMMU YYaCTHUKA-
MU NapTHepCKoro GuHaHcMpoBaHus. B pabote ncnonb3oBaHbl METOAbI CPABHUTENbHOTO U AeAYKTUBHOIO
aHanM3a, a TakXKe IOrnMyeckne 1 CUCTeEMHble NoAXOAbl. ABTOpbI MPOBOAAT OLLEHKY PacKpbiTUsS MHPOPMaLUK
B FOA0BbIX OTYETAX MCNAMCKMMU PUHAHCOBLIMU OPraHmn3aLmMaMm Ha ocHoBe 6onee yeM 30 Ko3DDMLMEHTOB,
CrpyNMNMPOBAHHbIX MO KaTEropnsam peHTabenbHOCTHU, IMKBUAHOCTH, KQ4eCTBa akTMBOB, AOCTATOYHOCTM Kamnu-
Tana. OnpepeneHbl KOYeBbie NOKa3aTeNu, KOTOPble UCIaMCKMe GUHAHCOBbIE OpPraHM3aLMu NPeacTaBnsgoT
3aMHTEPeCOBaHHbIM CTOPOHAM A9 NPUHATUS UHBECTULMOHHbBIX PeLUeHUi Ha OCHOBe MHbOopMaLmMK, coaep-
awenca B rogoBbix oT4yeTax. PesynbTartbl NOKa3bIBatoT, YTO A1 MHBECTOPOB (PMHAHCOBbLIX OpraHM3aumnn,
B TOM YMcie GYHKUMOHMPYIOWMX MO NPUHLMNAM KMCIAaMCKOr0 OKHa» (BK/10YAs OpraHmn3aumm poCCUACKMX
YYaCTHUKOB MapTHEPCKOro GUHAHCMPOBaHMUS), OyLeT KOHCTPYKTMBHO PaCcKpbIBaTb K/IOUYEBbIE NMOKa3aTenu
onepauuim ncnamMckoro GMHaHCMPOBaHMS B pa3pese WecCTu nokasaTtenen (MoagudULUMpPOBaHHOM aBTOpaMu
mogenu CAMEL) 1 naTm CKOppeKTMpOBaHHbIX aBTOpaMK Nnokasartenen MHAEKCa pe3ynbTaTUBHOCTM 3TUX one-
pauuni (Islamic Performance Index). OCHOBHbIM BbIBOAOM MCCNELOBAHUS 9BASETCS TE3MC O He0obxoaAnMOo-
CTV aganTauum, MoamduumpoBaHHor asTopammn mogenm CAMEL, poccMncKMMM y4aCTHUMKAMM NApTHEPCKOTO
GUMHAHCMPOBAHMA C LLeNbi0 NMOBbIWEHMS Ka4yeCTBa pacKpbiBaeMOM B roA0BbIX OT4eTax MHdOopMaLumm 06 nx
H6u3Hec-Mooensax U NpuMBAEYEHUs B OTPaAC/b CPeACTB MHBECTOPOB.

Knroueswie cnoea: ncnamckoe GUHaHCMPOBaHME; rOLOBOM OTYET; K/toUeBble PUHAHCOBbIE NMOKa3aTeNu; napTHep-
ckoe puHaHcupoBaHue; ctaHaapTbl AAOIFI; opraHnsaumnmn napTHepCKOro GUHAHCMPOBAHUS; OLLEHKA FOA0BbIX
OTYETOB

Ana yumuposanus: Kharisova F. 1., Derzayeva G. G., Aletkin P. A. Theoretical approaches to evaluating the
annual reports of Islamic financial institutions. Review of Business and Economics Studies. 2025;13(4):44-55.

DOI: 10.26794/2308-944X-2025-13-4-44-55

Introduction

Annual reports are the main source of infor-
mation about the activities and financial con-
dition of an organization. The formation and
publication of annual reports by Islamic banks,
as well as traditional ones, is intended to ob-
tain high-quality information for making in-
vestment decisions.

The quality of the annual report determines
the understanding of the bank’s business model,
the effectiveness of its activities, and prospects
for further development. Consequently, the is-
sues of assessing annual reports are becoming
increasingly relevant under modern conditions.

In the Russian Federation, a number of large
banks (Public Joint Stock Company (PJSC) AK
BARS Bank, PJSC Sberbank, PJSC Joint Stock
Commercial Bank (JSCB) Metallinvestbank, Joint
Stock Company (JSC) Tbank, PJSC ZENIT Bank,
PJSC Credit Bank of Moscow, JSC Timer Bank)
have been operating to varying degrees for two
years of the experiment in developing partner
financing operations. At the same time, their an-
nual reports often do not include substantive and
financial components that allow evaluation of
the effectiveness of partner financing operations.

The purpose of the study is to evaluate the
annual reports of Islamic banks for the selection

of the best global practices for disclosing key
financial indicators (financial highlights) and
develop recommendations for their application
by Russian partner financing organizations.

To achieve this goal, we will identify and solve
the following tasks:

1. To analyze the indicators that the man-
agement of institutions selects as key financial
metrics for the purpose of communicating them
to investors in annual reports.

2. To determine the compliance of such indi-
cators with the interests of investors by compar-
ing the actually presented indicators with those
proposed by researchers for disclosure.

3. To suggest areas for applying foreign ex-
perience in disclosing key financial indicators
in the annual reports of Islamic financial or-
ganizations for Russian participants in partner
financing.

The scientific novelty lies in determining the
composition of indicators that best convey the
specificity of partner financing operations and
their effectiveness in the annual reports of Is-
lamic financial organizations.

The practical significance lies in the develop-
ment of recommendations for Russian organiza-
tions operating according to the principles of
the “Islamic window” on the disclosure of infor-
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mation on partner financing in annual reports,
which will significantly improve the quality of
such reports.

Literature review

Issues of Islamic finance have long been in the
field of scientific interest of researchers from
different countries. They are concerned with
the performance of Islamic banks in compari-
son with classical banks, which, for example,
is reflected in the work of S. Zulfigar et al.
(2025) [1].

Investor interest in the performance percep-
tions of Islamic financial institutions remains
consistently high. U. Berto et al. (2024) high-
light the impact of investor attention on the
performance of public companies listed on the
Indonesian Stock Exchange [2].

An important scientific problem is also the
risk of non-compliance by banks’ activities with
Islamic principles, which can be seen in the work
of M.A.A. Sarker [3].

Researchers are looking for answers to many
questions that concern investors in the annual
reports of Islamic financial institutions. The
annual report of any company, including Is-
lamic financial institutions, discloses informa-
tion about the company’s activities, corporate
governance, and financial information. Current
approaches to evaluating annual reports include
an analysis of which sections have priority value
in the eyes of the investor.

Thus, Al-Ajmi (2009) wrote that the profit
and loss statement and the balance sheet are
perceived as the two most important sections
of the annual report [4]. S. Das and S. Das (2017)
[5], in their study on evaluating the usefulness
of annual reports for investors to analyze the
performance of companies, argued that the bal-
ance sheet was designated the second most im-
portant section of the annual report for invest-
ment decision-making in all studies [2], with the
exception of Lee and Tweedie (1977), who found
that the report of the chairman of the board of
directors was more important than the balance
sheet in the UK [6]. According to the results of
research by L.S. Chang et al. (1983), for making
purchase decisions, individual investors consid-
ered the review of a company over the past 5-10
years more useful than the income statement
and balance sheet [7].

Since most researchers agree that financial
information is more useful for investors than
non-financial information in the annual report,
the approaches we are developing follow in line
with their predecessors. Our proposed approach
to evaluation is to assess the quality of the ana-
lytical nature of the annual report. The annual
report contains detailed information about the
financial position and financial results of the
organization, after analyzing which manage-
ment determines which indicators should be
communicated to investors. For this purpose,
the annual report usually includes a subsection
with the disclosure of key financial indicators
(financial highlights) for 3-5 years. But the qual-
ity of disclosure of such indicators varies. Some
institutions limit themselves to presenting the
dynamics of absolute indicators of financial
position and financial results, which reduces
the analytical capabilities of the annual report.
Other institutions disclose both absolute and
relative performance indicators. Still others
go further and structure relative metrics into
groups of metrics. At the same time, research-
ers pay insufficient attention when answering
the question: which indicators should be the
key financial indicators in the annual reports
of Islamic banks?

To date, the databases of peer-reviewed scien-
tific literature have accumulated an impressive
pool of studies devoted to various methods of
analyzing the effectiveness of Islamic banks. So,
S. Akter et al. argued that the most important
financial indicators that users of annual reports
of Islamic banks are guided by include return
on assets, return on capital, leverage, return
on costs and asset turnover [8]. M. T. Majeed
et al. tended to use such coefficients as profit-
ability and return on capital, the ratio of loans
issued to deposits attracted, the share of loans
issued in the total amount of bank assets, capital
adequacy and leverage ratios, and the ratio of
liabilities to assets [9]. Masruki et al., in their
analysis comparing the performance of Islamic
and traditional banks, analyzed more than 30
indicators, grouping them into four groups: as-
set quality indicators, capital adequacy ratios,
profitability and liquidity [10].

The need to evaluate the performance of Is-
lamic banks using the CAMEL model (a globally
recognized system for measuring bank perfor-
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mance) in the context of five groups of indica-
tors is indicated by such authors as Hanif et al.
[11-13], Rozzani (2013) [14], Hazman et al. [15],
Islam and Ashrafuzzaman (2015) [16] and other
researchers.

The risk profile, good corporate governance,
earnings, and capital (RGEC) model (a model
for predicting the critical financial position of
a bank) is also widely described in the litera-
ture, which requires identifying four groups of
indicators: the bank’s risk profile (the ratio of
problem debts and financing to deposits), prob-
lem financing (the share of problem debts to
issued financing), capital adequacy, and profit-
ability [17-19].

Without detracting from the contribution
of our predecessors, our research is aimed at
filling in the gap regarding the actual problem
of choosing financial indicators by managers of
Islamic banks, which should be communicated
in annual reports for various groups of stake-
holders of Islamic financial institutions. The
paper provides an assessment of the quality
of analytical information disclosed in annual
reports, as well as recommendations for using
the results of evaluating annual reports by Rus-
sian organizations participating in the partner
financing experiment.

Methodology
The aim of the study is to evaluate the annual
reports of Islamic banks for selecting the best
global practices for disclosing key financial in-
dicators (financial highlights) and develop rec-
ommendations for their use by Russian partner
financing organizations.

To achieve the goal of the study we use the
following methods:

» a method of analyzing scientific litera-
ture to study the current state of a scientific
research problem;

» comparative analysis methods for study-
ing the indicators that the management of in-
stitutions chooses as key financial indicators
in order to communicate them to investors in
annual reports;

» methods of comparing the indicators
actually disclosed with those proposed by re-
searchers for disclosure, in order to determine
whether such indicators correspond to the in-
terests of investors;

 logic method for identifying opportuni-
ties to apply many years of foreign experience
in preparing and evaluating annual reports
of Islamic financial organizations for Russian
partner financing organizations.

Results

As part of the study, we analyzed the key fi-
nancial indicators (financial highlights) that
Islamic financial organizations communicate
to stakeholders to make investment decisions
based on information contained in annual re-
ports. The results of this analysis are presented
in Table 1.

As can be seen from Table 1, there are no
unified approaches to identifying analytical in-
dicators in annual reports, which reduces the
analytical capabilities of annual reports. Thus, 4
out of 18 Islamic banks studied did not disclose
relative performance indicators as part of key
financial indicators. 17 out of 18 banks (with the
exception of Jordan Islamic Bank) do not disclose
deposit returns as part of key financial indica-
tors, which may indicate that the annual report
is more focused on the interests of the bank’s
shareholders rather than depositors. Compar-
ing the dividend yield and the deposit account
yield in the key financial indicator’s subsection
(rather than in different subsections of the an-
nual report) would allow users to decide whether
to join the bank as a shareholder or depositor.

The disclosed ratios differ significantly both
in cross-country and intra-country terms, which
also makes it difficult for users to make decisions
about investments in a particular bank.

We will analyze the inclusion of certain rela-
tive indicators in the key financial indicators for
a total sample of 18 Islamic banks.

The results of the analysis are presented in
Table 2 and ranked by frequency of occurrence.

As can be seen from Table 2, disclosure of as-
set quality indicators is not widely used in the
Financial Highlights subsection, which may be
due to the fact that the share of problem debts
must be disclosed as part of these indicators,
and this information may be quite sensitive to
investors. On the one hand, these indicators can
be obtained by users by analyzing other sections
of the annual report. On the other hand, since
ratios are an important indicator of a bank’s
financial health, they should be analyzed in
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Table 1

Key financial indicators communicated to stakeholders by Islamic financial institutions on the effectiveness of their
activities through annual reports (2023)

Set of financial

Name Co'untry accountin'g What a.b so}ute financial What relative financial indicators
of the bank of residence of and reporting indicators are presented
the bank standards for the are presented
annual report
Al Rajhi Bank | Saudi Arabia International Total assets, financing, total | Earnings per share (EPS),
Financial liabilities, equity, customer | Total capital adequacy ratio
Reporting deposits, financial and adequacy ratio
Standards (IFRS) | investment income (net), Capital adequacy ratios (Tier 1, Tier 1
total operating income, total | and Tier 2)
operating expenses, net Return on average annual capital
profit (ROAE)
Return on average annual assets
(ROAA)
Saudi National | Saudi Arabia IFRS Total assets, financing Return on Net Special Commission
Bank and advances, total equity, (NSCI margin)
customers deposits, net Cost to income ratio,
income Cost of risk,
Capital adequacy ratios (Tier 1)
Return on tangible equity
Earnings per Share (EPS),
Share of distressed assets (NPL ratio
1)
Capital Adequacy Ratio (CAR)
Total liquidity coverage ratio
Net stable funding ratio
And other indicators
Saudi Awwal Saudi Arabia IFRS Total Assets, Equity, Return on tangible equity
Bank Loans and Advances (net), Tierl Capital Ratiol ratio
Customer deposits, Net
income after Zakat and
Income tax
Abu Dhabi UAE IFRS Revenues, Return on Equity (ROE),
Islamic Bank Net profit, Cost — Cost to income ratio,
Total Assets, Earnings per Share (EPS),
Deposits, Net profit margin,
Gross Customer Financing Cost of risk,
Return on average annual capital
(ROAE)
Return on average annual assets
(ROAA)
Tier One Capital Ratio (CET1 ratio)
Tamweel PS.C. | UAE IFRS Operating income, Net -
Profit, Islamic Financial
and Investing Assets, Total
Equity
Kuwait Kuwait IFRS Total Operating Income, -
Finance House Operating Income (net),
Finance Income (net),
Net Income, Total Assets,
Financing Receivables,
Depositors Accounts,
Shareholders’ Equity
Maybank Malaysia Malaysian Total Assets, Net Income, Return on Equity (ROE),
Financial Net operating Income, Tier 1 Capital Ratio (CET1 ratio)
Reporting amount of Deposits, Earnings per share (EPS),
Standards Dividend yield

Share of non-performing loans
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Table 1 (continued)

Set of financial

profit

Name Cquntry accountin.g What aP so_lute financial What relative financial indicators
of the bank of residence of and reporting indicators are presented
the bank standards for the are presented
annual report
Hongkong Malaysia Malaysian Profit before tax, Total KoaddurumeHTbl 4OCTaTOHHOCTH
and Shanghai Financial Assets Capital adequacy ratios (Common
Banking Corpo- Reporting Equity Tier 1 capital ratio, Tier 1
ration (HSBC) Standards capital ratio, Total capital ratio)
Amanah Ma-
laysia Berhad
Commerce Malaysia Malaysian Profit after tax and zakat -
International Financial
Merchant Reporting
Bankers Standards
Berhad (CIMB)
Istamic Bank
Berhad
City Islamic Bahrain Financial Total Income, Profit for Earnings per Share (EPS),
Investment Accounting the year, Total assets, Total Cost to income ratio,
Bank E.C. Standards (FAS) | equity Return on average annual capital
AAOIFI (ROAE)
Return on Average Annual Assets
(ROAA)
Bahrain Islamic | Bahrain FAS AAOIFI Net profit, other income, Earnings per share (EPS),
Bank owners ‘equity, total Islamic | Cost to income ratio,
finances Return on average annual capital
(ROAE)
Return on average annual assets
(ROAA)
Leverage (equity to total assets)
Capital Adequacy Ratio (CAR)
ABC Islamic Bahrain FAS AAOIFI Indicators not allocated Indicators not allocated separately
Bank separately
Al Baraka Bahrain FAS AAOIFI Total assets, investments, Return on Equity (ROE),
Istamic Bank net income Return on Assets (ROA)
Efficiency,
Earnings per Share (EPS),
Share of gross and net problem
assets (Gross NPA, Net NPA)
Capital Adequacy Ratio (CAR)
Al Salam Bank | Bahrain FAS AAQIFI Total assets, equity, net Cost to income ratio,
operating income, net profit | Earnings per share (EPS)
Safwa Islamic | Jordan FAS AAOIFI Assets, deposits, financing Return on average annual capital
Bank receivables and ijara, (ROAE)
shareholders’ equity, total Return on average annual assets
revenues, gross income, net | (ROAA)

Cost to income ratio,

Earnings per share (EPS))

Share of bad debt

Leverage (capital — to-assets ratio)
Operating leverage (the ratio of
revenue to the difference between
revenue and fixed costs)

Branch productivity (the ratio

of assets to the total number of
branches of the bank)

Employee productivity (the ratio of
assets per employee)

Dividend yield
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Table 1 (continued)

Set of financial
Name Cquntry accountin.g What a.b so_lute financial What relative financial indicators
of the bank of residence of and reporting indicators are presented
the bank standards for the are presented
annual report
Jordan Jordan FAS AAOIFI Total assets, cash on Capital adequacy ratio (CAR)
Islamic Bank hand and in banks, total Return on deposit accounts in
financing and investment national and foreign currency
balances, total deposits, Dividend Yield
equity, profits of joint
investments, profit before
tax
Ahli Bank Oman IFRS, FAS Total assets, total equity, Return on Equity (ROE)
Saog AAOIFI total deposits, loans and
advances and financing
(net), operating income,
operating expenses, net
profit
Standard Pakistan Accounting Total income, profit Return on Equity (ROE),
Chartered and Reporting before tax and after tax, Return on Assets (ROA)
Bank Standards of total assets, investments, Cost to income ratio,
(Pakistan) Pakistan deposits, equity, non- Earnings per share (EPS),
Limited performing loans, Dividend payout ratio payout ratio
provisions and write-offs Advances to deposits ratio,
NPL to gross advances,
Capital Adequacy Ratio (CAR)

Source: Compiled by the authors.

conjunction with other performance ratios of

the organization.

From the point of view of standardizing ra-

Table 2

The most common key ratios in the financial highlights

subsection of the annual reports of Islamic banks

tios for the purpose of disclosing key financial
indicators in Financial Highlights, it should be
noted that most modern researchers use the
CAMEL model. Thus, the need to evaluate the
performance of Islamic banks using this model is
indicated by such authors as Hanif et al. [11-13],
Rozzani (2013) [14], Hazman et al. [15], Islam
and Ashrafuzzaman (2015) [16], Calandra D. [17],
Rahmawati S. [18], Abdullah A. [19], Fitriana [20].

Thus, Muhammad Hanif developed the CAM-
EL model and proposed five financial ratios for
analyzing the activities of an Islamic bank, as
shown in Table 3.

The results of the analysis of compliance of
the disclosed key financial indicators with the
CAMEL model are presented in Table 4.

According to Table 4, only one bank out of
18 fully followed the CAMEL model — Saudi
National Bank when disclosing key financial
indicators, followed by Standard Chartered Bank
(Pakistan) Limited with four out of five groups of

Number of banks that have
Ratios included the indicator in
key financial indicators
(financial highlights)
Capital adequacy 10
ratios
Return on equity 9
Earnings per share 8
Return on assets 7
Return on costs 7
Asset quality ratios 5

Source: Compiled by the authors.
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Table 3
CAMEL model ratios interpreted by Muhammad Hanif
Author Proposed ratios
Hanif Capital Adequacy Asset Quality Management Earnings Liquidity
Performance
Capital adequacy | Share of bad debts Return on costs Return on Share of liquid
ratio in total amount of capital assets in total
financing issued amount
of assets

Source: Compiled by the authors.

Table 4
Compliance of the disclosure of indicators of Islamic banks with the CAMEL model in the subsection Financial
Highlights of the annual report

Number
Capital Asset Management . Lo of indicator
Bank Name Adequacy Quality Performance Earnings Liquidity groups
(maximum 5)
Al Rajhi Bank + - - + - 2
Saudi National + + + + + 5
Bank
Saudi Awwal Bank + - - + - 2
Abu Dhabi Islamic + - + + - 3
Bank
Tamweel PS.C. - - - - - 0
Kuwait Finance - - - - -
House
Maybank + + - + - 2
HSBC Amanah + - - - -
Malaysia Berhad
CIMB Islamic Bank - - - - - 0
Berhad
City Islamic - - + + - 2
Investment
Bank E.C.
Bahrain Islamic + - + + - 2
Bank
ABC Islamic Bank - - - - - 0
Al Baraka Islamic + + - + - 3
Bank
Al Salam Bank - - + + - 2
Safwa Islamic Bank - + + + - 3
Jordan Islamic Bank + - - + - 1
Ahli Bank Saog - - - + - 1
Standard Chartered + + + + - 4
Bank (Pakistan)
Limited
Total 10 5 7 13 1 -

Source: Compiled by the authors.

51



Review of Business and Economics Studies

indicators. Most of the other banks chose capital
adequacy and profitability ratios as their basic
financial indicators.

At the same time, it is necessary to unify the
approaches to disclosing key financial indicators
in the annual reports of Islamic banks.

Standardization of analytical indicators by
the Accounting and Auditing Organization for
Islamic Financial Institutions (AAOIFI) could
serve as a solution to these problems. This
organization could develop standards for the
formation and presentation of information in
annual reports in order to implement the prin-
ciple of transparency of information declared
in the AAOIFI governance standards.

To develop such standards and highlight the
disclosed indicators in the annual reports of
Islamic banks, it is necessary to attract highly
qualified personnel with both practical compe-
tencies and theoretical knowledge of modern
methods of financial analysis. In this regard,
the practice of Safwa Islamic Bank (Jordan) is
noteworthy. As follows from the analysis of the
contents of the bank’s annual report, the Chair-
man of the Board of Directors is a Doctor of Sci-
ence in economics, and of the 11 members of the
Board of Directors, six have academic degrees,
including one in accounting. Analytical indica-
tors in the annual report of Safwa Islamic Bank
are grouped in three areas: profitability ratios,
asset quality ratios and labor productivity ratios.

The approaches developed in the AAOIFI
standard could also be used as a basis by Russian
participants in partner financing, who have yet
to disclose information about Islamic financial
transactions in their annual reports [21].

It is obvious that large banks among the Rus-
sian participants in partner financing need to
disclose the ratios that would make it possible
to form an all-Russian rating of partner financ-
ing organizations [22].

Despite the widespread use of the CAMEL
model, it does not contain the necessary speci-
fication of ratios. These ratios differ from bank
to bank. For Russian companies, we propose to
disclose the following six ratios in the annual
report as part of key financial indicators:

« financial leverage;

+ the share of bad debts in the total amount
of financing;

» current liquidity ratio;

e return on equity;

o cost-effectiveness;

« asset turnover.

The proposed approach is based on the use
of ratios that are used in the analysis of both
traditional and Islamic banks. At the same time,
it is important to highlight a problem in annual
reports: there is a lack of unified approaches
for disclosing ratios that are specific to Islamic
banks.

Hameed offered an Islamic Performance In-
dex, which is based on the analysis of ratios
such as:

 profit sharing ratio (the ratio of the bank’s
ability to issue financing under profit sharing
agreements) — the share of financing under
musharakah and mudarabah agreements in the
total amount of financing);

 zakat efficiency ratio (the ratio of zakat
paid to equity);

o fair distribution ratios of funds. The pur-
pose of the calculation is to determine the
share of funds allocated by the Islamic bank
to certain groups of individuals: the share of
Kard Hassan and charity expenses in revenue
net of taxes and zakat, the share of employees’
salaries in revenue net of taxes and zakat, the
share of dividends in revenue net of taxes and
zakat, the share of net profit in revenue net of
taxes and zakat;

« the share of halal investments in the total
amount of investments;

 the share of halal income in total income
[23-25].

Instead of the zakat efficiency ratio, we sug-
gest disclosing in the annual report the rate
of zakat growth in relation to the increase in
equity. An Islamic financial institution should
have a faster growth rate of zakat compared to
the growth of equity, since in this situation the
incentive role of zakat will be fulfilled.

As follows from our analysis of the annual
reports of 18 Islamic banks, performance in-
dicators based on Islamic principles or similar
to them are practically not represented in key
financial indicators. The inclusion of such indi-
cators in the annual reports of Russian partner
finance organizations seems to us a necessary
solution to improve their quality as an effec-
tive mechanism for protecting the interests of
investors.
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Conclusions
Based on the results of a critical assessment of
experience in the formation and disclosure of
information by Islamic financial organizations,
we recommend in this article that Russian or-
ganizations providing partnership financing
include in their annual reports:

» six indicators (financial leverage, the
share of problem debts in the total amount of
financing, the current liquidity ratio, return on
equity, the ratio of expenses and income, asset
turnover);

« as well as five indicators of the efficiency in-
dex adjusted by us according to Islamic principles
(the profit distribution ratio, the growth rate of
zakat compared to the growth of equity, fair dis-
tribution ratios, the share of halal investments in
the total amount of investments, the share of ha-
lal income in the total amount of income).

In order to further develop partnership fi-
nancing in Russia, it is necessary to create a
rating of participants in this sector based on the
key financial indicators proposed for formation
and disclosure in their annual reports.
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