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The Challenges of Accounting Treatment for ljarah Muntahia
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Abstract: This research aims to highlight the critical accounting practices for
Islamic financing through ljarah Muntahia Bittamleek (lease-to-own), a model
distinguished by its unique Sharia-compliant principles that demand transparency
and clear disclosure. Despite the formal recognition of Islamic banking transactions
and the establishment of Islamic banking windows, the existing financial accounting
system has yet to adapt to these changes. This raises a pivotal question: What are the
challenges in accounting for ljarah Muntahia Bittamleek under the current financial
accounting framework?

To address this, the study adopts a descriptive research methodology and employs a
case study approach. The findings emphasize the necessity of recognizing Islamic
banks as merchants—not merely financial intermediaries—which requires
integrating tailored accounting tools to ensure accurate recording of these
transactions. This adjustment is crucial, as it directly impacts taxable income
calculations and, consequently, the profits distributed to investment accounts.
Keywords: Islamic Finance; ljarah Muntahia Bittamleek; Accounting Practices;
Financial Accounting System; Islamic Banking.
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