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1. Preface

Introduction

This manual is designed to help you get acquainted quickly with the Islamic Profit module of
Oracle FLEXCUBE.

It provides an overview to the module, and provides information on using the Islamic Profit
module of Oracle FLEXCUBE.

You can further obtain information specific to a particular field by placing the cursor on the
relevant field and striking <F1> on the keyboard.

Audience
This manual is intended for the following User/User Roles:
Role Function
Back office managers/officers Authorization functions
Product Managers Product definition and authorization
End of day operators Processing during end of day/ beginning of
day
Financial Controller / Product Man- Generation of reports
agers

Documentation Accessibility

For information about Oracle's commitment to accessibility, visit the Oracle Accessibility
Program website at http://www.oracle.com/pls/topic/lookup?ctx=acc&id=docacc.

Organization

This manual is organized into the following chapters:

Chapter Description

About this Manual gives information on the intended audience. It
Chapter 1 also lists the various chapters covered in this User Manual.

An Overview of Islamic Profit Module gives you a bird’s eye view of
Chapter 2 the Islamic Profit sub-system in Oracle FLEXCUBE.

Maintenance Required for Processing Profit and Charges explains
Chapter 3 how branch parameters and profit rules can be maintained in the
Islamic Profit sub-system.

Maintaining System Data Elements describes the process of setting
Chapter 4 up system data elements or SDEs.
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Chapter 5

Giving UDE Values for Condition explains the process of specifying
actual values for user date elements (UDEs) for an account class
and currency.

Chapter 6

Building Formulae explains how expressions or formulae can be
constructed for the purpose of defining a profit rule.

Chapter 7

Defining Profit and Charge Products explains the definition of attrib-
utes specific to an IP product.

Chapter 8

Applying Profit Product on Account explains how you can apply a
profit product to a customer account or an account class.

Chapter 9

Checking for Consistency in Data explains the IP Consistency
Check Function and reports inconsistencies in maintained data.

Chapter 10

Daily Processing of Profit and Charges explains the profit and
charges batch function, which processes liquidations and accruals
for each business day.

Chapter 11

Liquidating Profit Online explains the online profit liquidation func-
tion in the Islamic Profits module.

Chapter 12

Maintaining Profit Statement Details explains the maintenance of
details pertaining to profits statements given to account holders.

Chapter 13

Queries and Reports provides a list of queries and reports that can
be generated in this module and also explains their contents.

Chapter 14

Annexure A - Accounting Entries and Advices explains the sug-
gested accounting entries that can be set up for the Islamic Profit
module.

Chapter 15

Function ID Glossary has alphabetical listing of Function/Screen
ID's used in the module with page references for quick navigation.

1.5 Related

Documents

e The Procedures User Manual

e The Se

ttlements User Manual

1.6 Glossary of Icons

This User Manual may refer to all or some of the following icons.

Icons Function
Exit
Add row
Delete row
Option List

1-2 ORACLE
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2.2.2

2. An Overview of Islamic Profit Module

Introduction

On the balance type of accounts maintained in your bank, you would wish to calculate profit
and charges. Savings Accounts, Current Accounts, Nostro Accounts, etc., are examples of
balance type accounts. Using the Islamic Profit (IP) sub-system of Oracle FLEXCUBE, you
can calculate and apply profit and charges on these accounts.

Setting up the Islamic Profit sub-system is a one-time activity. Once set up, Oracle
FLEXCUBE automatically computes and applies profit and charges on all balance type
accounts in your bank.

In Oracle FLEXCUBE, profitis calculated for all accounts using the profit rules that you define.
You can define the profit rules to suit specific requirements of your bank.

This chapter contains the following sections:

e Section 2.2, "Profit Rule"

e Section 2.3, "Product"

e Section 2.4, "Condition"

e Section 2.5, "Using Prevailing Market Rates"
e Section 2.6, "Combining Accounts"

e Section 2.7, "Calculating Charges"

e Section 2.8, "Other Features"

e Section 2.9, "Retrieving Information”

Profit Rule

This section contains the following topics:

e Section 2.2.1, "Defining Profit Rule"
e Section 2.2.2, "Components of Profit Rule"

Defining Profit Rule

A ‘Rule’ identifies the method in which profit is being calculated. For example, to calculate
profit for an account, you would require the following data:

e the principal (the amount for which you want to calculate profit)
e the period (the number of days for which you want to apply profit)
e the rate (the rate at which you want to compute profit)

When you define a rule, you define exactly how each of these components (the principal, the

period, and the rate) is to be picked up from an account for calculating profit. Then, using the
logic PNR/100 (or any other, for that matter), you can calculate profit for the account.

Components of Profit Rule

The components required to build profit rule (the principal, period, and rate) are broadly
referred to as ‘data elements’. Data elements are of two types:

e System Data Elements (SDEs)
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2.3.2

e User Data Elements (UDEs)

The balance in the account for which the profit has to be calculated depends on the activities
that take place in the customer account over a period of time. This information is constantly
updated in the system and is readily available for computation of profit or charges. Data
elements of this sort are called System Data Elements.

Data elements such as the rate at which you would like to apply profit, the tier structure based
on which you would apply profit rate, etc., are called User Data Elements (UDEs). UDEs fall
into three categories:

e Rate
e Amount
e Number

You can specify different values for UDE. For example, you can apply different profit rates on
the basis of debit balance, as follows:

e balances between 0 and 10,000: 5%
e balances between 10,000 and 20,000: 7.5%
e balances greater than 20,000: 10%

Using the SDE and the UDE that you define, you can create formulae to calculate profit. In
other words, formulae connect SDEs to the UDEs to give a result: the profit that applies.

To use a metaphor, SDEs and UDEs are the pillars on which an arch called formula rests.
Many arches combine to form a dome called Rule. The arches called formulae that you
choose to put under a dome correspond to the account classes (or accounts themselves) on
which the rule applies.

To build a profit rule, you have to first define SDE that you would use in the Profit Rule. For
example, if you would like to apply profit on the basis of the Monthly Minimum Credit Balance,
you should define it as an SDE at ‘System Data Element Maintenance’ level. When you apply
the profit rule with ‘Monthly Minimum Credit Balance’ defined as the SDE on an account class,
profit will be calculated using the monthly minimum credit balance in the accounts belonging
to the specified account class.

Once you have defined a profit rule, you have to define a profit product.
Product

This section contains the following topics:

e Section 2.3.1, "What is Product?"
e Section 2.3.2, "Advantages of Defining Product"

What is Product?

Your bank will pay and receive different types of profit and charges. For example, you would
pay credit profit on credit balances in savings types of accounts. Similarly, on current
accounts you would levy a debit profit on debit balances, and so on. Credit profit and debit
profit are examples of the products that you can define.

Advantages of Defining Product

A profit rule is merely built with the logic to calculate profit. However, you still have to specify
the accounts on which the logic has to be applied, the types of GLs (expense, income, etc.),
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and the GLs themselves to which you would like to post the accounting entries. You can
define such details for a profit product. When you link a profit rule to a profit product, and apply
the product on an account, profit will be calculated for the account using the profit rule, and
the accounting entries would be automatically posted to the GLs that you specify for the profit
product.

Condition

This section contains the following topics:

e Section 2.4.1, "Defining Condition"
e Section 2.4.2, "Defining General Condition"
e Section 2.4.3, "Defining Special Condition"

Defining Condition

You can apply a profit product on accounts in two ways:

e By linking an account class to a product, thereby making the product applicable to all
the accounts of the class. This method of linking accounts is called the definition of a
General Condition.

e By linking an account itself to the product. This method of linking accounts is called the
definition of a Special Condition.

Defining General Condition

Often, you may calculate profit for several account classes using the same profit calculation
method. In such a case, you can apply the same product to all the account classes. You can
specify the account classes while creating the profit product. However, since the profit rate or
tier structure based on which you want to calculate profit may be unique to an account class,
you can specify different values for each account class on which you apply the product.

The implications of applying the same product on several account classes are:

e Profit will be calculated for all account classes on the basis of the profit rule linked to the
product.

e The accounting entries generated will be posted to the GLs specified for the product.

e The frequency with which profit is liquidated and accrued will be the same for all the
account classes (those defined for the product).

e You can define different UDE values for each account class (on which you apply the
product).

The definition of a general condition would be the most commonly used facility at your bank.

Defining Special Condition

When you define profit attributes for an account and not to the account class to which the
account belongs, the attribute is referred to as a Special Condition.

While maintaining an account at the ‘Customer Account Maintenance’ level, you can opt to
define ‘Special Conditions’ for it. If you opt to define special conditions for an account, then
system will not apply the ‘General Conditions’ defined for the Account Class to which the
account belongs.

Typically, you would want to maintain a special profit condition for a special customer.

23 ORACLE



2.5

2.6

2.7

2.8

Using Prevailing Market Rates

The profit rates for a currency can either be fixed or floating. If you want to apply a fixed profit
rate for an account class, you can define so for the product. The prevailing market rate for a
currency can be maintained at ‘Rates Maintenance’ level. The rates maintained here can be
updated whenever there is a change. You can apply prevailing rates on an account class by
specifying the rate codes at ‘UDE Values Maintenance’ level.

Combining Accounts

If you have a customer with many accounts, you can combine them to calculate and apply
profit. For example, if you have a corporate customer who has 10 Current Accounts, you can
combine them to calculate and apply profit.

While defining profit details for a customer account at ‘Customer Account Maintenance’ level,
you can maintain the information necessary for the combination of accounts. Combination can
be of two types — for calculation (includes calculation and booking) or for booking only.

e If you specify that the combination is for calculation, then the system adds the balances
in all the accounts to the balance in the specified account and calculates the profit on
the sum of the balances. When you liquidate, system books profit and charges to the
specified account.

e If you specify that the combination is for booking only, then the system calculates profit
and charges for the individual accounts. When you liquidate, system books sum of profit
and charges for all the accounts to the specified account.

Calculating Charges

To calculate the charges that you would wish to levy on an account, you have to specify the
basis on which you would wish to apply charges. For example, you may wish to apply charges
on the basis of the debit turnover in an account. When you define a charge product on an
account or an account class, you have to specify the charge basis such that the system
calculates charges for the account on this basis and posts the accounting entries
automatically to the GLs that are specified for the charge product.

You can calculate charges for an account on the following bases:

e Number of Account Statements

e Number of checks returned

e Number of checks issued

e Number of Stop Payments

e Turnover

e Number of transactions

e Number of ad hoc Account Statements

For any charge basis, you can define the number of items that should not be charged. Thus,
you can apply a charge only if the number of Account Statements given to the customer
exceeds a certain number, and so on.

Other Features

e Atany point in the day, you can compute (and not apply) profit for an account or an
account class. This facility enables you to answer an across the counter query on profit
applicable for an account.
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e You can maintain the format of the Profit Statement that you would like to generate for
an account.

Retrieving Information

Information about the application of profit or charges on accounts can be retrieved in many
ways. You can retrieve data in two ways:

e as areport
e as anonline query

When you seek information in the form of a display you perform a ‘query’ on the basis of
certain parameters, . Typically, you would ‘query’ to provide your customer with immediate
information, such as the profit accrued on an account, the profit rates applicable, etc.

A report, on the other hand, is information retrieved mostly in a printed format. However, you
can direct a report to one of the following destinations:

e the printer
e the screen (as a display)
e a spool file (stored as a spool file to be printed later)

The reports that you have spooled can be printed or viewed, through ‘Reports Browser’
screen.
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3. Maintenance Required for Processing Profit and

3.1

3.2

Charges

Introduction

This chapter enumerates the maintenance of the following reference information used by the
Islamic Profit module in Oracle FLEXCUBE:

e Branch Parameters
e Rules

This chapter contains the following sections:

e Section 3.2, "Maintaining Branch Parameters"
e Section 3.3, "Rules"
e Section 3.4, "Rules for Profit and Charges"

Maintaining Branch Parameters

You can maintain branch parameters for each branch of your bank using the ‘Interest and
Charges Branch Parameters’ screen for maintaining parameters related to Profit and
Charges. You can invoke this screen by typing ICDBRMNT in the field at the top right corner
of the Application toolbar and clicking the adjoining arrow button.

Interest & Charges Branch Parameters Maintenance -

Save
Branch Code * 000 fo] [] Liquidation Netting
Branch Name FLEXCUBE UNIVERSAL BAM Accrue on Holidays
Process Till . System Date
() Next Working Day -1
Deposit Transaction Code fo] No of Process 1
RD Payment Transaction Code o RD Prepayment Transaction Code fel

Purging Details

Retention Period for Accrual (In Retention Period for Liquidation
Months) (in months)

0D Status Movement GL
Bad Debt expense GL jel Interest Suspense GL

Principal Suspense GL

Fields

Maker Date Time: Mod No Record Status
Checker Date Time: Authorization

Status

You can maintain the following parameters here:

Branch Code

Branch code of the current branch is defaulted here. However; you can specify branch code
from the adjoining option list, if needed.
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Branch Name
Name of the specified branch is defaulted here.

Liquidation Netting
Check this box if you need netting for profit/charges liquidation.

Accrue on Holidays
Check this box to enable a separate consolidated accrual entry for the branch holidays.

Process Till

Select a date till when you need to process profit/charges from the options. The following
options are available for selection:

e System Date — Select if you need to process till system date.
e Next Working Day-1 — Select if you need to process till next working day.

Deposit Transaction Code
Specify a valid deposit transaction code from the adjoining option list.

No of Process
Number of the process is defaulted as ‘1’ here; however, you can modify if needed.

RD Payment Transaction Code
Specify a valid redemption transaction code from the adjoining option list.

RD Prepayment Transaction Code
Specify a valid redemption prepayment transaction code from the adjoining option list.

Purging Details

You can maintain the following purging details here:

Retention Period for Accrual (In Months)
Specify a valid retention period for accrual.

Retention Period for Liquidation (In Months)
Specify a valid retention period for liquidation.

OD Status Movement GL

You can maintain the following GL details here:

Bad Debit Expense GL

Specify a GL for posting the debit profit and principal for ‘Write-off status of the OD account,
from the adjoining option list.

Interest Suspense GL

Specify interest GL for posting the offset entry for ‘Write-off’ status of the OD account, from
the adjoining option list.

Principal Suspense GL

Specify principal GL for posting the offset entry for ‘Write-off’ status of the OD account, from
the adjoining option list.
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3.31

3.4

Rules

A ‘Rule’ identifies the method in which profit or charge has to be calculated. For example, to
calculate profit for an account you would require the following data:

e the principal (the amount for which you want to calculate profit)
e the period (i.e., the number of days for which you want to apply profit)
e the rate (the rate at which you want to compute profit)

Using the formula PNR/100 you can calculate profit for the account. When you define a rule,
you define how exactly each of these components (the principal, the period, and the rate) is
to be picked up from the account for calculating profit.

For charges, you may have to specify the conditions for which you would need to apply
charges. For example, if you want to apply charges on the basis of the debit turnover in an
account, then when you define a Rule to calculate the charge, you need to specify how the
debit turnover in the account has to be picked up and how the charge has to be applied.

Data Elements

The components required to calculate profit (the principal, period, and rate) are broadly
referred to as ‘Data Elements’. Data elements are of two types:

e System Data Elements (SDEs)
e User Data Elements (UDEs)

The balance in the account for which the profit has to be calculated, the turnover of the
transactions on which a charge has to be applied, etc., depend on the activities that take place
in the customer account over a period of time. This information is constantly updated in the
system and is readily available for computation of profit or charges. Data elements of this sort
are called System Data Elements.

Data elements like the rate at which profit has to applied, the tier structure based on which
profit needs to be computed etc., are called User Data Elements (UDEs). UDEs fall into three
types:

e Rate
e Amount
e Number

You can specify different values for a UDE. For example, you can apply different profit rates
on the basis of the debit balance, as follows:

e balances less than 10,000: 5%
e balances between 10,000 and 20,000: 7.5%
e balances greater than 20,000: 10%
Using the SDEs and the UDEs, you can create formulae to compute profit and charges. In

other words, formulae connect SDEs to the UDEs to give a result which is the profit or charge
that has to be applied.

A Rule, therefore, is made up of SDEs, UDEs, and Formula (e).

Rules for Profit and Charges

This section contains the following topics:
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e Section 3.4.1, "Maintaining Rules for Profit and Charges"

e Section 3.4.2, "System Elements (SDEs)"

e Section 3.4.3, "User Elements (UDEs)"

e Section 3.4.4, "Attributes of Formula"

e Section 3.4.5, "Building Expressions for SDE"

e Section 3.4.6, "Applying Prepayment Penalties on Deposits"

e Section 3.4.7, "Maintenance for Prepayment Penalties"

e Section 3.4.8, "Maintaining Rule for Calculating Commission on HDB"

Maintaining Rules for Profit and Charges

You can define Rules in the Profit and Charge Rule Maintenance screens. For a Rule, you
can define:

o the System Data Elements applicable
e the User Data Elements applicable
e the formula(e)

In addition to specifying how the SDEs and UDEs are connected through the formulae, you
also define certain other attributes for a Rule. You can invoke the ‘Profit and Charges Rule
Maintenance’ screen by typing IPDRLMNT’ in the field at the top right corner of the
Application tool bar and clicking the adjoining arrow button.

Profit & Charges Rule Maintenance - X
New  Enter Query
Apply Profit 2
RuleID* i
File B On Account Opening Month
N On Account Closure Month
Primary Element
System Elements User Elements
1011 1001
[ ] System Elements || UserElements Type Get Latest
v
Formulas | Fields
Maker Date Time: Mod No Record Status
Exit
Checker Date Time: Authorization -
Status

Rule ID

Specify a unique code for the rule you assign. This code should ideally, represent the type of
profit or charge that you are defining, such that, while linking a product to a Rule, you would
be able to identify the Rule only with the code you have assigned to it.
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3.4.3

Rule Description

Specify a short description for the assigned Rule, indicating the type of profitin the Description
field. System will use this for display and printing purposes.

Enter at least three characters for the description of the Rule.

Primary Element

Specify the System Data Element (SDE) that must be deemed as the principal component for
the specified profit rule, from the adjoining option list. You specify these for rules defined for
time deposits with prepayment compensation application. The SDE maintained to pick up

amounts withdrawn before the maturity date, is set as the primary component, for such rules.

Apply Profit

By default, profit will always be applied from the day an account is opened till the previous day
of its closure. However, you have the option of excluding the month in which the account is
opened or closed from being considered for profit application.

On Account Closure Month
Check this box if you wish to include the month in which the account is closed.

On Account Opening Month
Check this box if you wish to include the month in which the account is opened.

However, while processing profit manually, you have the option to specify a date till which you
want to liquidate profit.

System Elements (SDEs)

The first thing that you have to do while defining a Rule is to pick up the SDEs that you would
use in the rule. You can pick up as many of them as necessary; only those that are picked up
here can be used in the formulae for the Rule subsequently.

To recall, an SDE identifies the principal and the period for which you would like to apply profit
or charges. The attributes for each SDE is defined at the ‘System Data Elements
Maintenance’ level. In this screen you can only identify the SDEs which you would like to use
to build profit rules.

To specify exemption of tax on profit, you will have to use the ‘DIRT exempt’ SDE provided
specifically for this purpose.

For further information on DIRT exemption refer SDE chapter of this user manual.

User Elements (UDEs)

You should identify the UDEs which you would be using in the rule, in the way you picked up
the SDEs applicable for the rule that you were defining. The UDEs that you pick up could be
any of the following types:

e Amount
e Rate
e Number

e Rate Code as Rate

The profit that you charge on a debit balance is an example of a debit rate. The profit that you
pay on a credit balance is an example of a credit rate.
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A User Data Element will be an amount under the following circumstances:

e ifitis atierstructure, thenitis indicated as upper and lower limit of a tier or a tier amount;
e ifitis acharge, thenitis indicated as a flat amount
e any amount that can be used in the definition of formula(e)

A UDE as a number is typically used for a Rule where profit or charges are defined based on
the number of transactions. A UDE under this category can also be used to store a numerical
value that may be used in a formula. For example, in the formula you would like to multiply an
intermediate result with a certain number before arriving at the final result. This ‘certain
number’ in the formula can be a UDE.

You can enter the actual values of the UDEs (like the profit rate, the upper limit for the tier,
etc.) at the IP ‘User Data Element Maintenance’ level. This is because you can specify
different values for each data element. A rule can therefore be applied on different accounts,
since it just represents a method of profit calculation. The following example illustrates this.

Note

You can modify the values of the UDEs that you choose. However, remember to check the
formulae where you have used the UDE. The modified data element will be applied only
from the current profit period. It will not have a retrospective effect.

Identifying the UDE Value that should be used for back-period profit calculations

While creating an IP Rule, you have to define the UDEs that will be used in the formulae that
you have defined.

For each UDE that you define for the purpose of calculating tax, you can specify whether the
tax should be computed based on the latest value for the UDE element or whether the system
should use the UDE value effective for the corresponding liquidation cycle.

If you select Use Current, irrespective of the liquidation cycle to which the calculation belongs,
then the system picks up the latest UDE value and computes the tax amount. If you indicate
that the system should apply the Effective rate of UDE values, then the system picks up the
UDE value effective for the liquidation cycle.

Note

You can select the Use Current option when the formula type associated with the rule is
Tax. However, you have to ensure that you do not set the periodicity to Daily while defining
the tax formula.

Attributes of Formula

Using the SDEs and the UDEs that you have specified for a Rule, you can calculate profit.
You have to specify the method for calculating profit in the form of formulae. Using the SDEs

3-6 ORACLE



and the UDEs you can create any number of formulae for a Rule. Click ‘Formulas’ button to
invoke ‘Formulas’ screen.

# Formulas - X
l:‘ E Periodicity Daily — «
D Formula Mumber BookFlag  Booked - DaysinaYear Actual -
Days inaMonth  Actual - [7]Rounding Required

Debit'Credit
[] Profit Method Default

Debit from Currency Definition

[] Accruals Required

TaxCategory [ |ag]

Tax Description

Calculation Parameters Booking
Basis Percent I:l [T Book Tax To Expense
[7] Local Currency Basis Account
Tax Payable Currency -
Flag

Basis Amount Tax Amount

Option - Option -

Method - Method -

Formula Wizard

The following are the attributes of a formula:

Formula Number

Specify the method for calculating profit in the form of formulae. Using the SDEs and the
UDEs that you have specified for a Rule, you can calculate profit and also create number of
formulae for a Rule.

This field displays the formula number that you are defining for a Rule.

Book Flag

Select a valid booking flag you need to assign for the specified formula, from the adjoining
drop-down list. This list displays the following values:

e Booked - Select if the resulting amount should be posted to the customer account.

e Non-booked — Select if the result of the formula is to be used in another formula and not
to be posted to the customer account.

e Tax - Select if the formula is used to calculate tax. The tax can be borne either by the
customer or the bank.
Periodicity

Specify a valid periodicity for the application of rule from the adjoining drop-down list. This list
displays the following values:

e Daily — Select to apply for each change during the profit period.
e Periodic — Select to apply only for the last day of profit period.

The following example illustrates how the concept of periodicity of application of a formula
functions:

Note that the periodicity that you enter here is different from the liquidation periodicity. The
Periodicity that you define for a rule is a calculation periodicity. The Liquidation Periodicity is
the interval between two successive automatic liquidations.

e You can define the liquidation periodicity when you create a product
e You define the periodicity of formula application in this screen

3-7 ORACLE



Debit / Credit

Select a valid type of profit you need to charge on an overdraft from the adjoining drop-down
list. This list displays the following values:

e Debit— Select to charge debit profit amount on an overdraft from the customer account.
e Credit — Select to charge credit profit amount on an overdraft to the customer account.

Often, while calculating profit for an account, you would want to debit/credit profit under
certain conditions. In such a case, you can build formulae to suit both conditions. The formula
that is used to calculate profit for the account would depend on the condition that is fulfilled.

Note

For a Booking formula, the system automatically checks this box and disables this option.

Calculating ‘N’ of the Formula

The method in which the ‘N’ of the formula for profit calculation, PNR/100, has to be picked
up is specified for a formula. This is done through two fields, Days in a month and Days in a
year.

Days in a Month

Select the method in which the number of days for an account can be arrived for profit
calculation, from the adjoining drop-down list. This list 