The Role of the Core Banking System: the Case of Bank Aceh’s
Syariah Conversion

Deni Amin Sujana & Murniati Mukhlisin

Institut Agama Islam Tazkia, Bogor, Indonesia

Keywords
Conventional Bank
Conversion,
Islamic Bank, Core
Banking System,
Case Study,

Bank Aceh

Abstract

The aim of this study is to assess the transformation of a traditional
banking system into an Islamic banking system. Utilizing a case
study approach and drawing on asset-liability theories, Bank Aceh
is chosen for examination of both pre- and post-conversion. The
results indicate that the implementation of Qanun (Islamic law)
expedited the conversion process in Aceh, by mandating that
financial institutions in the province operate under Islamic principles.
Aunique aspect of this research is the exploration of the conversion
process from an information technology perspective, specifically
examining the role of the core banking system in transitioning from
conventional to Islamic banking. Additionally, the study sheds light
on the accounting treatment within the core banking system during
the conversion process, a previously unexplored aspect
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The Role of the Core Banking System

1. Introduction

This section presents the history of Bank Pembangunan Daerah Aceh (Bank
Aceh or the Aceh Regional Development Bank, commonly referred to as Bank
Aceh) before and after its conversion to a fully-fledged Islamic bank, the history of
PT. Collega Inti Pratama, and implementation of a Syariah Core Banking System at
Bank Aceh.

1.1. History of Bank Aceh and Its Conversion to Bank Aceh Syariah

The Bank Aceh website reveals the history of the bank (Bank Aceh, 2021).
The Aceh Regional Development Bank (Bank Pembangunan Daerah/Bank Aceh)
on September 7, 1957, as the initiative of the Transitional Regional Government
Council of Aceh Province, after obtaining approval from the Transitional Regional
People’s Representative Council through decree number 7/DPRD/5, entitled
“PT. Bank Kesejahteraan Atjeh, NV”. On April 7,1973, the Governor of the Special
Region of Aceh issued decree No.54/1973 regarding the transfer of the bank to the
Aceh Regional Development Bank. This process was officially completed on August
6, 1973. Two and a half decades later, after undergoing several changes in deeds
and legal status, on April 21,1999, the legal entity shifted to once more become a
Limited Liability Company (Perseroan Terbatas or PT) by notary deed, taking up the
name PT. Bank Pembangunan Daerah Aceh (PT. Bank Bank Aceh).

Bank Aceh began its Islamic banking activities with a license from the Bank of
Indonesia No.6/4/Dpb/BNA dated October 19, 2004, which allowed them to open
an Islamic Branch in the bank’s commercial activities. On November 5, 2004, the
bank began operational activities based on Islamic principles through its Islamic
Business Unit. Following the results of an Extraordinary General Meeting of
Shareholders on May 25, 2015, Bank Aceh changed its entire business activities,
shifting from the conventional system to a comprehensive Islamic (syariah) system.
This was based on the incorporation of a target in the bank’s 2012 business plan,
which aimed to establish an Islamic Commercial Bank by 2016, and was supported
by the issuance of Qanun (Islamic law issued by the Aceh government), specifically
No.16/2013,which stated that the provincial governmentwould injectan additional
1 trillion rupiah of capital into Bank Aceh, and 500 Billion for Bank Aceh Islamic
Business Unit. Bank of Indonesia regulation No.21 of 2008 also stated that, after
15 years, the Islamic business unit must carry out a Spin Off (process of separating
from its parent bank) to become islamic comercial bank, but the final decision is to
convert to Islamic commercial bank compared to carrying out a Spin Off of islamic
business unit. The results of the Extraordinary General Meeting thus became the
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basis for the start of the conversion, after which Bank Aceh established an internal
conversion team, supervised by the Financial Services Authority (Otoritas Jasa
Keuangan/OJK), to implement the bank’s conversion. The stages of doing so can
be seen in the conversion roadmap in Figure 1.
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Figure 1. Roadmap of Bank Aceh Conversion Process
Source: Bank Aceh (2016)

The conversion process began with the formation of external and internal teams.
The external team was a team from the government, while the internal team was a
team from Bank Aceh’s internal structure. In the government, the team was led by
the Governor of Aceh, with the Provincial Secretary acting as the team coordinator,
assisted by the District Secretary at the district level. Then in the internal team,
the board of commissioners and the Syariah Supervisory Board acted as advisors,
while the board of directors served as the project team leader. The head of the
Islamic Business Unit Division acted as the project conversion secretary. Broadly
speaking, the conversion work was divided into eight main tasks: 1. Licensing and
Approval from the Regulator, 2. Business Mapping and Conversion of Standard
Operating Procedures (SOPs), 3. Socialization, Human Resources, Organizational
Structure and Training, 4. Bank Strategic Plan, 5. Information Technology (IT) and
Infrastructure, 6. Accounting Policy and Reporting to the Regulator, 7. Preparation
of SOPs, and 8. Legal Aspects of the Company and Islamic Commercial Banking
Products.

Thetasksabovearebasedon OJKRegulationNo0.64/POJK.03/2016,whichstates
that where a conventional bank will change its business activities to become an
Islamic bank, the bank must adjust its legal documents; meet capital requirements;
adjust the requirements of the Board of Directors and Board of Commissioners;
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appoint a Syariah Supervisory Board; and present initial financial statements as an
Islamic Bank. In addition, several requirements must be attached when applying
for a license, including a set of vision and mission of changing business activities
into an Islamic bank; draft changes to the articles of association; names and
identities of prospective Controlling Shareholders (Pemegang Saham Pengendali/
PSP); prospective members of the Board of Directors; prospective members of the
Board of Commissioners and prospective members of Syariah Supervisory Board);
Islamic Bank business plan; feasibility study regarding market opportunities and
economic potential; plans for customer rights and obligations; proof of operational
readiness; and the bank’s office network along with its location.

In its implementation, Bank Aceh was assisted by a consultancy compay
named Karim Consultants to prepare project plans and frameworks. In addition,
Karim Consultants assisted in terms of undertaking training and community
socialization, developing company strategic plans and SOPs, and acting as
coordinators to orchestrate other consultants. Islamic banks require different IT
systems and infrastructure to conventional banks, so Bank Aceh appointed PT.
Collega Inti Pratama as its IT consultant for the core banking system application.
It carried out conversion and migration from a conventional banking system (and
its Islamic Business Units) to become Islamic commercial banks, including data
mapping, chart of accounts, mapping conventional products, and Core Banking
accounting and reporting to the regulator. PT. Collega Inti Pratama was a vendor
of conventional Core Banking applications and Islamic Business Units that were
running before the conversion, thus it was expected to smoothly facilitate the
conversion and migration process.

This sort of conversion process has, of course, both pros and cons. Those who
support the conversion of conventional banks to Islamic banks do so because of
their desire to fullyimplement Islamic law. On the other hand, those who are against
the implementation of the Qanun assume that Islamic banks have problems in
providing facilities and services that meet the needs and demands of the people,
aswell as the poor perception and literacy level of the community regarding Islamic
banking (Alamsyah et al., 2021). A feasibility study through a survey of Bank Aceh
customers was conducted by the project team, to ensure the conversion process
as one of the licensing requirements to the regulator, and the result showed that
97% of clients from Bank Aceh would choose remain as customers if the bank
was to convert to Bank Aceh Syariah (Habir et al., 2020). Additionally, Yasid et al.
(2022) found that in the conversion process, the majority of employees have a
strong belief in a brighter future after the conversion process to a syariah system.
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Thisisin line with the strength, weakness, opportunity, and threat (SWOT) analysis
of the conversion plan, which identified that Bank Aceh had good strengths and
opportunities, because it has the widest-reaching banking network in Aceh and is
supported by Aceh’s demographics, as the population is majority Muslim (Deddy,
2020).

After successfully undergoing the conversion process and running the bank
based on Islamic principles since September 2016, Bank Aceh has become more
established and has had a positive impact on the welfare of the Aceh community,
according to the result of research on 101 respondent from bank aceh customer.
(Yoesoef et al., 2020). In terms of the Islamic banking market share in Indonesia
after the conversion, Bank Aceh was ranked third, representing 5% of the market
share spread in 2021 (Ribowo et al., 2020). In terms of financial performance, after
the conversion, there was a significant change in non-performance financing, with
the risk of financing becoming lower. In addition, there was a significant difference
in return on assets (ROA), as, although it decreased, Bank Aceh’s net profit still
experienced positive growth, while other factors such as financing to deposit ratio
(FDR), good corporate governance (GCG), and capital adequacy ratio (CAR) did not
experience significant differences (Budianto, 2021). Nevertheless, the decision
was timely, especially after the issuance of Qanun No. 11 of 2018, which ordered all
conventional banks in Aceh to become Islamic financial institutions.

1.2. History of PT. Collega Inti Pratama

PT. Collega Inti Pratama (referred to as Collega) is an IT company established on
February 3, 2001 (Collega, 2023) that focuses on developing banking technology.
It has become the market leader for the core banking systems of Regional
Development Banks throughout Indonesia. The core banking system is known as
OLIBs, which is an acronym for OnLine Integrated Banking System.

OLIBs is a local company that has expertise and competence in the field of
technology and is supported by experts who have proficiencies in banking. Collega
products are grouped into three, namely: Modular and Open Banking Products,
which consist of Olibs 724 Conventional products, Olibs 724 Syariah, Olibs Open
API, Digital Lending and Treasury; Omni Banking Products, which consist of Olibs
Switching 724 products, Olibs ESB Middleware, Olibs Digital Ecosystem, Olibs
CMS Corporate, Olibs Kasda, Olibs Samsat, Olibs Internet Banking and Olibs
Mobile Banking; and Smart Banking Products, which consist of APOLO products,
Antasena, Olibs OBOX, Olibs GoAML, Olibs SCV, Olibs Bl & DWH, Olibs Statement of
Financial Accounting Standards (Pernyataan Standar Akuntansi Keuangan/PSAK)
71and Olibs PSAK 73. Collega also provides a Data Center service located in Sentul,
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Bogor, and a Disaster Recovery Center located in BSD Tangerang.

To date, Collega has become a banking IT outsourcing service partner spread
across 13 provinces for banking product, consisting of two Islamic Commercial
Banks (Bank Aceh Syariah, and Bank NTB Syariah), three Islamic Business Units
(Bank Jago, Bank Sumatera Utara, and Bank Nagari), and one digital bank (Bank
Aladin), as well as nine conventional banks (Bank Sumatera Utara, Bank Nagari,
Bank Jambi, Bank Bengkulu, Bank Kalimantan Tengah, Bank BPD Bali, Bank
SulawesiTengah, Bank NTT, and Bank Papua). As for non-banking product partners,
Collega has worked with the Local Revenue Offices of North Sumatra, Papua, West
Papua, and six provinces (124 cities/regencies).

To maintain partner trust in managing outsourcing services, Collega has
implemented the ISO 9001:2008 Quality Management System standard, 1SO
27001 Information Security Management System Certification, and PCI-DSS
Certification (Payment Card Industry Data Security Standard) as a guarantee of
the quality of its products. In December 2018, Collega officially became part of the
Telkom Group with a 70% ownership share, under Telkom’s subsidiary PT. Sigma
Cipta Caraka (Telkomsigma). The reamining 30% is still owned by previous owner,
PT. Upperco Usaha Maxima.

1.3. Implementation of Syariah Core Banking

The experience of Collega in implementing core banking systems in Islamic
commercial banks and Islamic Business Units between 2010 and 2022 is
demonstrated in Table 1.

Table 1. Experience of Collega in working with core banking system implementation at Islamic commercial
banks and Islamic Business Units.

No Bank Project Year
1 Bank Jabar Banten - Core banking system migration from Misys to OLIBS with an -2010
Syariah implementation duration of 3 months.
- Upgrade OLIBs Core Banking to Version 724 - 2012
2 Bank Aceh Syariah - Implementation of OLIBs for islamic business unit. -2007
- Conversion of conventional business and UUS into an Islamic
Commercial Bank, upgrade of OLIBs Core Banking to version 724, and - 2016
upgrade of Switching to version 724.
3 Bank Sumatera Utara - Implementation of OLIBs for islamic business unit -2007
- Upgrade OLIBs Core Banking to Version 724 -2018
4 Bank NTB - Implementation OLIBs for islamic business unit. -2009
- Conversion of conventional business and UUS into an Islamic -2018

Commercial Bank, upgrade of OLIBs Core Banking to version 724

5 Bank Nagari - Implementation of OLIBs for islamic business unit. -2007
- Upgrade of OLIBs Core Banking to version 724 -2018

6 Bank Mandiri Taspen - Implementation of Olibs 724 islamic business unit. 2019
- Olibs API
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7 Bank Jago - Implementation of Olibs 724 Syariah, 2020
- Financing Module

8 Bank Aladin - Implementation of Olibs 724 Syariah 2022
- Olibs API

This case study consists of four sections. The following section provides
an overview of syariah core banking system while section three discusses the
conversion process. Finally, the paper concludes with recommendations for further
case studies.

2. Literature Review

This section offers literature studies on Syariah core banking system; OLIBs 724;
and conversion regulation.

2.1. Syariah Core Banking System

The core banking system is an electronic system in the form of an application for
the end process of all banking transactions that occur throughout the day, including
updating data in bank bookkeeping, including customer functions, savings, loans,
accounting, and reporting (OJK, 2016a). An Islamic bank is a bank whose business
activities are based on Syariah principles (Banking Law No. 21, 2008). Therefore,
a Syariah core banking system is a core banking system used by Islamic banks,
where at least customer functions, savings, loans, accounting, and reporting are
implemented under Islamic principles.

The Syariah core banking system differs from the conventional core banking
system in that it no longer recognizes the concept of interest. Instead, the Syariah
core banking system operates on the principle of profit sharing (Fatwa DSN No.15,
2000). The development of the Syariah core banking system must consider several
aspects, including the business needs of Islamic banks, regulatory requirements,
applicable Islamic accounting standards, and conformity with fatwa in Islamic
banking as determined by the Majelis Ulama Indonesia (MUI, National Ulama
Council) National Standards Council.

2.2. Syariah Core Banking System OLIBs 724

OLIBs 724 Syariah is a core banking system that can serve banking transactions
seven days aweek, 24 hours a day, non-stop. It is flexible, parameterized, and user-
friendly (Collega, 2023). OLIBs724 already supports Islamic business and multi-
currency.

2.2.1. The Architecture of Olibs 724 Syariah Application
According to Gartner, the core banking system architecture is a back-end
system structure that handles daily banking transactions and posts modifications
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to accounts and other financial records (Gartner, 2024). Commonly, core banking
systems are connected to general ledger systems and reporting tools (Kvartalnyi,
2023). The architecture of the Olibs 724 Syariah adopts a modern core banking
system, offering service-oriented architecture-based and enables real-time
processing (Kumar et al., 2019). The architecture of the Olibs 724 Syariah core
banking system application can be seen in Figure 2.

Electronic Banking
Branch ( Browser )
Switching — Middleware

API

User Management
Backend Backend
Konvensional Syariah
Internal Report  Regulatory Report DWH

DIGITAL BANKING READY
Service 7 days a week, 24 hours a day without stopping.
System availability during batch process (EOD, EOM, EOY).

Ease and efficiency in deployment and roll out (web-based application). Open platform
(Windows, Linux)

Figure 2. Architecture of Core Banking Application PT.Collega Inti Pratama
Source: Collega (2022)

The Olibs 724 Syariah core banking application consists of several application
layers. The topmost layer is a web-based application layer. For surrounding
applications, ituses an electronic banking application thatis connected to the layer
below using a switching-middleware application. The core banking application
already accommodates closed Application Programming Interface (API) and
open API, handled by the API layer. Then, for application users, it will be handled
at the user management layer. For transactions that run 24 hours non-stop, it is
connected with the front end application. Only then at the backend layer are the
applications made separately for conventional and syariah banks. For conventional
banks, it uses the conventional backend application, while for syariah banks, it
uses the syariah backend application. The next layer is the reporting layer which
consists of internal reports, regulatory reports, and a data warehouse for the needs
of management information systems.

2.2.2. Olibs 724 Syariah Application Module

Products in Islamic banking are divided into three groups: fund collection
products, consisting of Islamic current accounts, Islamic savings, and Islamic
deposits; fund distribution products, consisting of financing based on mudharabah
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contracts, financing based on musyarakah contracts, financing based on
murabahah contracts, financing based on salam contracts, financing based on
istishna contracts, financing based on ijarah contracts, financing based on qardh
contracts, and multi-service financing; and service products, consisting of Islamic
import letters of credit, Islamic bank guarantees and foreign exchange (sharf) (BI,
2008).

The modules in the Olibs 724 Syariah core banking system has developed all
products that exist within the codification of Islamic banking products, in addition
to other modules according to the needs of Collega’s clients. The modules
developed in the Olibs 724 Syariah core banking system can be seen in Figure 3.

Services

Transfer
Katalah

Figure 3. Olibs 724 Syariah Application Module PT.Collega Inti Pratama
Source: Collega (2022)

The development of the Olibs 724 Syariah application is based on contracts
in Islamic banking. The development of this model is in line with the principles of
Islamic banking, which does not recognize maysir (gambling), gharar (uncertainty),
and riba (usury) (Banking Law No.21,2008). For the type of fund collection module,
the developed modules are Wadi’ah savings module and Mudharabah savings
module, Wadi’ah current account module and Mudharabah current account
module, Mudharabah deposit module, and Mudharabah investment certificate
module. For fund distribution products, the developed modules are buying and
selling modules through Murabahah, Salam, and Istishna contracts, profit-sharing
modules through Mudharabah, Musyarakah, diminishing Musyarakah, financing of
Islamic current account, pawning, and Mudharabah investment certificate as well
as a loan fund module with Qardh contract. Other modules besides fund collection
and fund distribution are banking service modules such as transfer services, bank
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guarantees, and other modules based on fee-based income. All these modules
are integrated into the bookkeeping module, and accounting records use accrual-
based accounting in their recognition and profit distribution using a cash basis.
In terms of profit sharing, the Olibs 724 Syariah application also accommodates
income smoothing by adding profit sharing from the bank’s portion according to
expected income, but when profit sharing exceeds expected income, the amount
of profit sharing is distributed as is without being reduced first.

The accounting of the Olibs 724 Syariah application is developed based on
the Guidelines for Islamic Banking Accounting and PSAK (Pernyataan Standar
Akuntansi Syariah or Statement of Syariah Accounting Standard) Syariah, such as
PSAK 102 for Murabahah, PSAK 103 for Salam, PSAK 104 for Istishna, PSAK 105
for Mudharabah, PSAK 106 for Musyarakah, PSAK 107 for ljarah, and specifically
Murabahah with annuities using PSAK 55/50.

The profit sharing of Olibs 724 Syariah is calculated daily using the population
data from the previous month and using the HI-1000 index or index that used to
calculate the investment return per Rp.1000. In addition to profit distribution with
non-bindingMudharabah contracts (non-restrictedinvestment), profitdistribution
can also accommodate binding mudharabah contracts (restricted investment)
with profit sharing done per project, by the investor, and the distribution of project
funds (Mudharabah Muqayadah).

2.3. Conversion Regulation

The conversion from a conventional bank to an Islamic bank means a complete
business transformation from riba-based banking to Islamic riba-free banking
(Suharto, 2018). In Indonesia, a conventional bank may only become an Islamic
bank with the permission of OJK. This is done through the issuance of a business
activity change license (POJK, 2016). This regulation was made to support national
economic growth by creating banking institutions that can serve all layers of
society. Islamic banks, as part of the national banking system, need to be developed
in a sound and strong manner so that they can provide banking services for the
community. One way to achieve this is through the conversion of conventional
banks into Islamic banks. This change must be supported with sufficient capital
and professional management so that sound and resilient Islamic banks can be
created. In addition, the conversion of conventional banks into Islamic banks
is intended to accommodate the increasing public demand for the existence of
Islamic banking and the interest of investors to enter the Islamic banking industry
(Beck et al., 2013).
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3. Result and Discussions

This section discusses the role of core banking systems, COA data mapping and
migration, third party funds, credit product mapping, accounting journals, financial
statements, as well as the migration and conversion process.

3.1. The Role of Core Banking System in the Conversion Process

The conversion strategy of Bank Aceh in carrying out the conversion is the ‘Big
Bang’ strategy, where changes in systems, business, and operations are carried
out simultaneously for all offices at the same time. This is where the core banking
system becomes critical, as it is one of the determinants of the bank’s readiness for
and success of conversion. At Bank Aceh, the total network of offices to be migrated
and converted was 137 offices, with an ATM network of 127 units, alongside a total
number of credit customers of 98,317 and 1,151,775 Third Party Fund (Dana Pihak
Ketiga/DPK) customers (Bank Aceh, 2016).

Conventional Bank Bank Aceh Syariah

Figure 4. Conversion of Core Banking System
Source: Collega (2015)

The core banking system used before the conversion consisted of two different
core banking systems. For conventional business, CBS OLIBs Conventional was
used, while for Islamic business units, CBS OLIBs Syariah was used. Both systems
are provided by Collega.

3.2. COA Data Mapping and Migration

The general ledger of a business contains an index of all the financial accounts,
called a chart of accounts (COA). It’s an organizing tool that enumerates every
financial transaction a business does within a given accounting period, broken
down by category and line item. The purpose of the COA is to arrange finance
and provide interested parties, including shareholders and investors, with a more
transparent picture and comprehensive of a company’s financial health (Liberto,
2024).
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The COA of an Islamic commercial bank differs from that of a conventional bank,
as the business operations between conventional and Islamic banks are different,
and so are the financial reports presented (IAl, 2000). Therefore, during the
transition from a conventional bank to an Islamic bank, the COA must be adjusted.
This becomes one of the bank’s policies in the conversion process. The value of
each account will have its balance moved according to the new target account,
allowing for the merging of accounts from many accounts into one account, or the
splitting of an account from one account into many accounts. Table 2 provides an
example of how COA mapping is done during conversion.

Table 2. Mapping COA Conventional, UUS and BUS

Islamic Bank Chart Of Account ional Mapping Islamic Business Unit Mapping
net| pp | Level] sandi [ sub [ sub | Nomor S Mominat US| L ORAN A Nominal UUS Nomor T
GL | LSMK | Sandi |Sandi2| Akun (GssL) (1A Akun
1 1| 100 lﬂ'»x.as 101 [Kkas
2 10101 kas 10101]kas 10101 _|KAS OPERASIONAL
3 | 100 1010101[Kas Besar/Operasi 001010101001 |Kas Besar/O 1010101[Kas Besar 1010101 |KAS OPERASIONAL
2 10102 Kas Kedil 10104 |KAS KECIL
5 | 100 1010201 Kas Kedl 001010201001 |Kas Kedil 1010201Kas Kedl 1010401 |KAS KECIL
2 mmilfas Head Teller 10102 _|KAS SUPERVISI DANA/ HEAD TELLER
3 | 100 1010301[Kas Head Teller 001010301001 |Kas Head Teller 1010301[Kas Head Teller | 1010201 |KAS SUPERVISI DANA / HEAD TELLER
2 10104Kas Teller 10103 _|KAS TELLER
3 [ 100 1010401[Kas Teller 001010401001 |Kas Teller 1 1010401 [Kas Teller 1010301 |KAS TELLER 1
001010401002 |Kas Teller 2 1010302 |KAS TELLER 2
001010401003 |Kas Teller3 1010303 |KAS TELLER 3
001010401004 |Kas Tellerd
001010401005 |Kas Teller 5
2 10105Kas Inwansit
3 | 100 1010501 [Kas Intransit 001010501001 |Kas Intransit 1010701|Cash In Transit
2 10106 Kas ATM 10105 _|KAS ATM
3 | 100 1010601 Kas ATM 001010601001 |Kas ATM 1 1010601 Kas ATM 1 1010501 |KAS ATM
001010601002 |Kas ATM 2 1010602 Kas ATM 2
001010601003 |Kas ATM 3 1010603 |Kas ATM 3
001010601004 |Kas ATM 4 1010604 Kas ATM 4
001010601005 |Kas ATM 5 1010605 Kas ATM 5
001010601006 |Kas ATM & 1010606|Kas ATM 6
001010601007 |Kas ATM T 1010607 Kas ATM 7
001010601008 |Kas ATM & 1010608|Kas ATM B
001010601009 |Kas ATM & 1030608 Kas ATM S

Source: Collega (2024)

COA mapping is one of the parameters used by the core banking system
conversion team as a basis for transferring balances between accounts. This
mapping also serves as a reference during proofing or the process of proving
whether this COA data migration is appropriate or not. COA mapping is an integral
part of the conversion process and becomes a part of the historical log that must
be stored as audit material for the conversion process, both by the bank’s internal
auditors, independent auditors, and regulatory auditors.

3.3. Third Party Funds Product Mapping and Migration

At Bank Aceh, third party fund (Dana Pihak Ketiga/DPK) products, which
consist of current accounts, savings, and deposits, were mapped to Islamic third
party products. These include Wadi’ah Current Account and Mudharabah Current
Account products, Wadi’ah Savings and Mudharabah Savings products, as well
as Mudharabah Deposit products. The determination of this product mapping
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is following the Bank’s policy by looking at the characteristics of the previous
products, forexample, whether the conventional product received interest services
or not, the type of customers from the account whether it is an individual customer
or a business entity, and other characteristics such as the segment of the product
that can determine several existing products can be made into one product in the
target product, or the product is separated into different products later.

Table 3. DPK Product Mapping

oLD MNEW
CT)P[';E PRODUCT NOTED DESCRIPTION MAPPING| PRODUCT ISLAMIC BANEK PRODUCT DESCRIPTION COMNTRACT TYPE
CODE CODE

" 02 01 uus TABUNGAN WADIAH o1 01 SIMPEDAREGULER WADIAH WADIAH
" 02 03 uus TABUNGANKU 02 02 TABUMGANKLU REGULER WADIAH WADIAH
"oz 07 KONVEN _|TAHARAH
" 02 02 uus TABUNGAN TAHARAH i 05 i MYRDIAH
" 03 KONVEN | TABUNGAN SIMPEL o 05 |SIMPEL WADIAH WADIAH
"m 0L KONVEN _|TABUNGAN SIMPEDA, MUDHARABAH
" 03 01 uus TABUNGAN MUDHARABAH = 25 ANEERAREGUEER MUIDEINABA] MUDHARABAH
o 21 KONVEN _[TABUNGAN SIMPEDA
s 5 04 UUS ABUNGAN MUDRARABAH 22 22 SIMPEDA MUDHARABAH
i

0 18 KONVEN | TAB SIMPEDA PEMERINTAH [ MUDRARABAH
"o 19 KONVEN |TAB SIMPEDA SWASTA 4 28 |SIMPEDAPROGRAMPEMERINTAH/ SV 001 AraBAR
i

0 02 KONVEN _|TAB SINPEDA BPR
"o 02 UUS __ |TABUNGAN MUDHARABAH BANK 2 ¥ |SIMPEDAPROGRAM BPR MUDHARABAH
a2 08 KONVEN |TABUNGAN SIMPEDAGURU NON 25 5 [SIMPEDAPROGRAMGURU NON PNS (MUDHARABAR
"n 09 KONVEN | TABUNGAN SIMFEDAGURU NON_26 26 |SIMPEDAPROGRAMGURU NON PNS_|MUDHARABAH
" 10 KONVEN |TABUNGANKU a1 31 |[TABUNGANKU REGULER MUDHARABAMUDHARABAH
2 13 KONVEN |[TABUNGANKU BPR
" 1 KONVEN |TABUNGANKU BANK PEMERINTA 32 52 |TABUNGANKU PROGRAM MUDHARABAH
"o 15 KONVEN | TABUNGANKU BANK SWASTA
- [E UUS__|TABUNGAN SINIPELIE ER 33 |SIMPEL MUDHARABAH MUDFARABAH
" iE KONVEN |TABUNGAN BOS ™ 32 |TABUNGAN BOS MUDHARABAH
" 02 23 KOMVEMN  |TABUNGAN BSA LAKL PANDAI 36 36 BSALAKU PANDA MUDHARABAH
"m 06 KONVEN | TABUNGAN TRIPAT ABP TIDAK DI NAPPING

Source: Collega (2024)

Mapping of third party fund products determines the COA mapping especially
for the third party fund products ledger, mapping of data conventional account at
the database and table level during conversion, and as well as being a reference
during migration and proofing conversion results. In addition, the product
parameters of each will adjust according to the new products. Specifically for the
Islamic business unit products, there is no change in the contract, but it is still
possible for product changes to occur, due to the renumbering of products, and
the separation or merging of products in Islamic commercial banks.

3.4. Credit Product Mapping and Migration

Conventional credit products can be grouped into three major groups:
consumptive credit products, working capital loans, and investment loans. For
conventional loans, PSAK 55/50 is used in its accounting, while for the Islamic
business unit, accounting still uses PSAK 102 for Murabahah and other PSAKs
according to each contract. So, in the process of mapping credit products, only
conventional credit products are mapped; for Islamic business unit products,
there are no changes. Existing credit products are then mapped to new financing
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products in the Islamic bank. For Murabahah financing, following the bank’s policy
using PSAK 55/50, so islamic business unit Murabahah financing products using
PSAK 102 are maintained until closed or paid off; subsequent Murabahah accounts
will use Murabahah products with the PSAK 55/50 accounting method. CBS
Olibs 724 Syariah accommodates both PSAK 102 and PSAK 55/50 for Murabahah
products in its system.

Table 4. Credit and Financing Product Mapping

NEW
oLD
APP APP | PRODU ISLAMIC BANK PRODUCT
Cope | PRODUCT | NOTE DESCRIPTION cobeE| CT  |RENUMBERIN TESCmBTION COMNTRACT
CODE
CODE
@ 05 05 MURABAHAH MODAL
o UUS | MURABAHAH MODAL KERJA 01 o1 KERJA MURABAHAH
" 05 02 UUS  |MURABAHAH INVESTASI 05 02 02 MURABAHAH INVESTAS|  |MURABAHAH
" 05 03 UUS  |MURABAHAH KONSUMSI 05 03 03 MURABAHAH KONSUMSI  |MURABAHAH
aF= = UARAH RUKO PUSAT
01 UUS | WARAH RUKO PUSAT PERTOKOAN PANCOR 01 o1 PERTOKOAN PANCOR WARAH
ar - UARAH RUKO PASAR UMUM
02 UUS | WARAH RUKO PASAR UMUM MASBAGIK 02 02 MASBAGIK WARAH
(T o= UARAH RUKO PASAR UMUM
03 UUS | WARAH RUKO PASAR UMUM AKMEL 03 03 AKMEL WARAH
i = = MULTUASA TAHARAH
04 UUS | MULTWASA TAHARAH SEMHTERA-UMROH 04 04 SEJAHTERA-UMROH WARAH
" 08 08 MULTIASA TAHARAH
05 UUS | MULTWASA TAHARAH SEIAHTRA-PENDIDR] 05 05 SEJAHTRA-PENDIDIKAM WARAH
i 08 08 MULTUASA TAHARAH
08 UUS | MULTWASA TAHARAH SEIAHTRA-KESEHAT 06 06 SEJAHTRA-KESEHATAN _ |WARAH
i 08 08 MULTUASA TAHARAH
o7 UUS | MULTWASA TAHARAH SEIAHTRA-PERNIKA o7 o7 SEJAHTRA-PERNIKAHAN _ |WARAH
) 01 UUS | PMKS UMUM MUDHARABAH 09 01 [ PIVIKS UMUM MUDHARABAH [MUDHARABAH
[ o 02 UUS  |PEMBIAY AAN MUSY ARAKAH UMM 08 02 02 PEMBIAY AAN MUSY ARAKAHMUSY ARAKAH
T 01 UUS | TALANGAN HAJI 11 01 01 TALANGAN HAI QARDH
04 03 KONVEN |Kredt Modal Kerja - PUNDI
T 05 03 KONVEN | Kredit Modal Kerja - PUNDI o5 | = 24 FIRS St Murabehety
04 08 KOMVEN | Kredit Modal Kerja - KREATIF
" o5 06 KONVEN |Kredit Modal Kerja - KREATIF % || &2 50 G SAlr A acane

Source: Collega (2024)

Even though there are no changes to contracts for the Islamic business unit’s
financing products, they are still included in the mapping process. This is because
product codes may be renumbered and products merged or separated following
the mapping of credit and financing products.

3.5. Accounting Journal Mapping
3.5.1. Murabahah Accounting Journal Mapping

Forcredit productsthatare mappedtobecome Murabahah products,accounting
for such products both before and after conversion uses PSAK 55/50. However,
there are differences in recording conventional and Islamic products, namelyin the
conventional financial statements, where the outstanding credit value is recorded
as credit given, with the amortized cost account offsetting the credit account. In
Islamic banking, financing is recorded as Murabahah receivables, consisting of the
principal value and deferred Murabahah margin, and the amortized cost account
and deferred Murabahah margin as offsetting the Murabahah receivables.
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Table 5. Murabahah Accounting Journal Mapping Scheme

JOURNAL OF LOAN CONVERSION INTO MURABAHAH

CONVENTIONAL SYARIAH
Parent GSSL ( General Parent G55l .
Principal ##### 1E+06 General Sub Sub Murabahah Receivables 1100170 1,400
Sub Sub Ledger )
Ledger )
"Outsta nding Amortise -220 Deferred Margin 1101170001 -400 Post ID 183
PSAK Difference 1100351004  -220 Post ID 198
Fair Value 780 Fair Value 780

Outstanding Interest ( Based On Payment Schedule 400

Source: Collega (2024)

In such a scheme, a policy is needed to determine the value of the deferred
Murabahah margin, as this was not previously needed for conventional credit
products. At Bank Aceh Syariah, the value of the deferred Murabahah margin
is determined from the instalment schedule or cash flow of the credit until the
due date, assuming it has not yet been received by the bank. Therefore, the core
banking system will calculate the value of credit interest based on the instalment
schedule in the conventional product to be the basis for recognizing the deferred
Murabahah margin for Murabahah products.

3.5.2. Mudharabah and Musyarakah Accounting Journal Mapping

Unlike financing products mapped under Mudharabah or Musyarakah contracts,
the previous PSAK 55/50 has now become PSAK 105 or PSAK 106. Therefore,
a policy is needed for the remaining unrecognized amortization, whether it
constitutes income or cost.

Table 6. Mudharabah and Musyarakah Accounting Journal Mapping Scheme

JOURNAL OF LOAN CONVERSION INTO MUSYARAKAH
CONVENTIONAL SYARIAH
Parent GSSL (

General Sub Sub Principal 1,000 1051301
Ledger )

Parent GS5L ( General

Sub Sub Ledger ) Musyarakah Reveivables 1140151 1,000

Outstanding Amortise

( was disclosed into

2 0 Other Income In Advance 2500151 - PostID 287
income, so the values

become 0 )

Fair Value 1,000

Source: Collega (2024)

For such products, the remaining provision/amortization component, which
is a component in forming the fair value of the credit, is recognized as income/
cost, thus becoming nil in value before the initial Islamic commercial bank balance
sheet is prepared.
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3.6. Financial Statement Mapping

Based on OJK circular No.2/SEOJK.03/2017 regarding the change of
conventional commercial bank operations to become an Islamic commercial
bank, in general provisions section A (requirements for application for business
activity change) point 10, it is stated that the bank must present an initial financial
statement as islamic comercial bank showing the current year’s profit and loss as
well as the previous year’s profit and loss which have a balance of Rp. 0.00 or nil.
Therefore, during the process of converting the financial statements into Islamic
commercial bank reports, the income and expenses for both conventional financial
statements and Islamic business unit financial statements will be eliminated.

Financial statement mapping is based on COA mapping and Bank of Indonesia
reporting code mapping. Each account is mapped based on Financial Monetary
Stability Report code that applies when converting codes used by the core banking
system in creating financial reports, such as balance sheet reports and profit and
loss reports, including those for internal purposes and regulatory reports.

According to International Financial Reporting Standards (IFRS), an asset is
recognized in the financial statement when its likely that the future economic
benefits of the asset will flow to the company and the asset has a cost or value
that can be reliably determined. Liabilities are recognized when its likely that an
outflow or resources including economic benefit will emerge from the settlement
of a current obligation, and the amount at which the settlement will occur can be
reliably determined. The mapping of assets and liabilites is shown below.

Asset Mapping:

Based on the code mapping, a working template can be created on how asset
accounts are mapped into Islamic commercial bank reports. From this mapping,
it can be seen which accounts, after being converted in balance, should be the
sum of the values of a conventional bank and its Islamic business unit, and which
accounts may differ or are the sum of several accounts. For example, calculating
the outstanding credit to be converted into Murabahah it done by adding the
Murabahah receivables account and the deferred Murabahah margin.
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Table 7. Asset Mapping of Balance Sheet

ISLAMIC BANK FINANDIAL STATEMENT

3 v AMOUNT GAP WOTE
1 [mww, sv|xas 1 |mw
2 [, | BANK INDONESIA 2 |rusamsines sada Sask iedemaiia
3 | sr |anTam aansasTva 3 |rususcns suda Sush s
4 | =¥ |GWO PADA BANK LAN 4| tagn spen dam Feonad
5 | SV |PENEMPATAN PADA BANK LA 5| Bacbags Dl
3 PENY. DAMA ANTAR BANK |-/ 5 | oo i Soot i iy il i
7 | W |SURAT BERMARGA DAN TAG LANNYA s e b
H (CPN 58 - TERSEDIA UNTUR DUUAL |-/ LI Pr—
9 | W |SREDIT VANG DEEREAN ey
10 [ 5V |PIUTANG MURARAHAH E o |tuny stebuban
Fandizatn Sann Mottt w
11| 5V |PEMBUYAAN MUSYARAKAH 9 b |conmgrbiu i)
12 [ 5V |PINIAMAN QAAD T M v
Panduzatan manee Aaed
13 |V, SW[EKPN (1) 11 |8 | conamygpebias {.)
12 | mv |PENVERTAAN 12 o |ty cad
15 | MW |PENVEM PENVEATAAN 12 )i [y Sows
16 [ 5V Akthvaljarah Pamtiapar Sap b
17 [, S| ARTIVA TETAR DAN INVENTARE 18 o [ttt
12 (W0, S| AWML PENYS AKTIVA TETAR 15 o |iteipuhas
19 (M, S¥|BUANA DIBAYAR DIMILKA 3 PO [
20 | v |BUNGA AXAN DITERIMA P bagan S
21 | WV |REMENENG TUNDA FLJ P P
22| SV [PAITANG LANNYA 18 b | haii eyt o )
23 | sV [uans MUKa 19 e [Cafumys Peswssas Nl )
24 (W, S¥|MUPA - AURA AXTIVA LASNNYA F ] Frp—
35 | WV [RAK CARANG SYARIAH AKTIVA |
25 | WV |REMENING ANTAR KANTOR CARANG AKTIVA
27 | W [REMENING ANTAR KANTOR CAPEMKNAS AKTIVA i st Bl
E I P e
12 [b  [wetaid
3 |nan Tickih Samansined
24 | Mk ameotiianii L)
TOTAL AKTIVA 25 |satam
26 | st it dulas Puspaleidin
27 |Tamsmios pitiiboa
2B |mian Tatas das b st
5 | Mk Paspistas {1
L PR ———
31 |mian yuny diamiid s pawiis)
az

Falaminy wencla

e

o [Rasio Operion 0 tadoneiia

B [Nagiunis Opumiios 6 Lo ieomusia

iy Simoyian Pastmntan Milii Aiat Liimorpa o

Pariadias

208 s Tarmggpeiban

R e

g Rt

TOtAL AXTIVA

Source: Collega (2024)

The total combined assets of conventional and Islamic business units will not
always be the same as the total assets after conversion. For example, in the case of
Bank Aceh Syariah, the total combined assets of conventional and islamic business
unit are larger than the total assets after conversion. This is due to the policy of
presenting Inter-Office Accounts which were previously presented grossly and are
now presented net, so their values offset each other. This is crucial in the proofing
stage of financial reporting, so when there is a difference between the value before
and after conversion, it can be explained based on the bank’s conversion policies.

Liabilities Mapping:

For liabilities, the process is simpler, as the conventional and Islamic accounts
are similar. For example, conventional checking, savings, and deposit accounts are
mapped to checking, savings, or deposit accounts, but are adjusted according to
the type of contract used for the syariah account (Wadi’ah or Mudharabah).
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Table 8. Liabilities Mapping of Balance Sheet

PRV CONVENTIOMAT  SYARuAH CRANIS SEMe S EM el STRTERENT
mo | Teee SR TION AAUNT ASVHUNT TOTAL PAZIE SMUNT L NOTE
= e
| mw |G t |a o
2| S |G watan 2 b [ratumgen
3 [S [SEWARSAN SEHERA LAMMTA Crana | s ian Profs
4 | Sr |Sad rase va Sum CesaceAN Pl
3 | v |rasuscas 4 b |Tabugan
B | 57 |TAsusGaN wsmmH 5 le |Copoin
3| Ar |rasuscas sumaRass & |hmany
& | mv |oerosm P ain
9 | S |CEROSTD MUGHARASAN s, aruard
18 | 5 |oSeosto smutssasss [—
11| EY [PeMassuaN BaNE INOONESS ]
2| EV [Feiasas vasG s & o yary Ciborima
3| Ev [ANTas maNE masA 9 |zenarsn durrin:
4| BV [sEwamsan SURAT SERHARGE s e Woemeor
15 v S5n |Seroaan LavmaN a |Hegincan ol O I ndoneds
18 |mv Sr [uiessus PasA [ ol O L s Indarssts
17| mv |Suscs seas csaran 1| W rnr Pt Targptian
13 | mv [secos pesissss A Fosaa T
19 | mv [w0de DessR I Pror
20| BV W00l TANG SELUM EETDR a|gia
21| mv [CADamMGAN CADANGAN b | Tamngan
22| AW |PENOAFATAN DOMPREHENSS SURKT SEREARGA e |Cwpai
23| mv [LaseEuds TAMUN LA P ain
24 | mV |LaSafuds DeS OFEas TANG Do T AN =
25 | 57 [ CAsAMG STARISAH PASVA e
28 | mV [WEEneNG AN TAR SANTOR CASANG FASVA st Py arran
2| Ew [EESENENG AN AR AN T CAPENILEAS PASVA [Aad Cissnar
28 | S |LASA UG DR OFERASIDMAL TG DIHEN THLAN 12 la |maosw
29 |av ST |Lase i TAHUM SSUALAN 13 o |mtodw Cinator (-3
e | Sabvurm g cfbeallWosrrinal Trasmary Sanck -/~
TEVTAL PRSI C— D
o |Agio
b |owspn -
B
14 la |consssorsnmaaw
o Alcke: Pansiharan L
L Salihl sy
L 1
an i Hanferhenaf L arrmia
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[roTaL Pasva

Source: Collega (2024)

Just like assets, the total combined liabilities of conventional and Islamic
business units before and after conversion can differ in amount. The difference in
the presentation pattern of Inter-Office Accounts also affects the total amount on
the liabilities side. The total liabilities value after conversion is smaller compared to
the total combined liabilities of conventional and Islamic business units.

3.7. Migration and Conversion Process

BankAceh choose the big bang migration model over piloting model, before the
big bang migration and conversion process, several stages must be completed first
as an integral part of IT readiness. These include the process of mapping tables at
the core banking system database level as the basis for data migration, gap analysis,
development of core banking system applications according to gap analysis results,
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testing of applications consisting of System Internal Tests and User Acceptance
Tests, and the implementation of training of trainers and training of end users of
core banking system applications.

Simulations of the migration and conversion processes, as well as Operational
Readiness Tests, are carried out several times to ensure that all scenarios of the
‘Go-Live’ stages and islamic comercial bank operations can run well. The stages at
the time of Go-Live areillustrated in Figure 5.

Conventional Sharia Business Unit
Conversion Process Conversion Process
End Of Day Process End Of Day Process
Conventional Core Sharia Core Banking
Banking System System
v +
Generate Financial Generate Financial
Statements Report Staternents Report
X i ¥
Accrual Reverse Accrual Reverse
¥
outstanding amortized Profit and Loss
cost provision jounal into r1 CuOff [~
revenue for a loan that Process

converted into Musyarakah

¥ ¥

Revenues & Revenues &
Costs Cut-Off Costs Cut-Off
Process Frocess
: !

Generate Inflial Conversion Process Generale Initial
Financial Statements  —» Using Tools - Financial Statements
Report Conversion Report
¢ | — -

Generale Iniia
Conversion Proofing Financial Statements | | pjigration Proofing

Report of Islamic
Bank

Figure 5. Go-Live Migration and Conversion Process
Source: Collega (2024)

The process begins with the preparation of conventional financial and Islamic
business unit product statements as usual, as these reports will later become the
finalreportsofthoseinstitutions. Thisisfollowed bythe cancellation ofaccruals from
interest expenses and interest income for conventional products, the cancellation
of accruals for profit-sharing expenses and financing income for Islamic business
unit products, and other policy journals related to the conversion of conventional
bank and Islamic business unit products that are mapped to Islamic commercial
bank products, such as the policy of eliminating the remaining credit amortization
to be converted into Mudharabah and Musyarakah, and the journaling of deferred
Murabahah margins for credits to be converted into Murabahah. As a requirement
for the initial Islamic commercial bank balance sheet, income and expenses are
eliminated, both for conventional banks and Islamic business units. The profit
value resulting from the elimination is booked as a discontinued operation profit/
loss position into one account group with the previous year’s profit/loss and this
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year’s profit/loss.

After the initial balance sheet for conventional bank and Islamic business unit
products is released, the initial Islamic commercial bank balance sheet is formed,
where the transfer of balances from each account refers to the COA mapping. As for
the profit/loss report, itis presented as nil. The next profit/loss report will be valued
at income and expenses by the operational business of the Islamic commercial
bank.

4. Conclusion

The role of the core banking system in the conversion process of Bank Aceh
Syariah received full support from the management of Bank Aceh Syariah,
the regulators (Bank of Indonesia and OJK), and the Aceh provincial and local
governments. Good Corporate Governance plays an important role in this
process, and each stage and progress need to be supervised by all i nvolved
parties (Mukhlisin et al., 2019). Although this conversion was the first such case
in Indonesia, the core banking system was able to perform its role well, enabling
the conversion process to smoothly and successfully transforming Bank Aceh into
Bank Aceh Syariah.

Nevertheless, there were some shortcomings in the process, but these are
being resolved gradually, such as adjusting the codes used for reporting and
the development of additional features of the core banking system. In addition,
education for customers remains important, ensuring that customers who were
previously users of conventional financing can gradually change and understand
the products and characteristics of Islamic banks. This is important because
customer satisfaction and trust are crucial in improving customer loyalty to Islamic
banks (Kartika et al., 2019).

In addition, a more detailed guide is needed for the conversion and migration
process, such as when forming the initial balance sheet of an Islamic commercial
bank, where there is an elimination ofincome and expenses and the previous year’s
profit/loss and this year’s profit/loss. This requires policy harmonization between
the syariah bank supervisory board, banks, and regulators to develop a standard
for financial reporting (Mukhlisin et al., 2015).

This paper primarily focuses on analyzing the IT component of the core banking
system used by Bank Aceh to become Bank Aceh Syariah. This analysis can be
further developed by analyzing other conversion processes and IT vendors to
understand the conversion stages that a core banking system undergoes during
the conversion process.
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