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ABSTRACT

Complying of Islamic Banking products and services with
the principles of Shariah is the essence of Islamic banking
industry. A sound and effective Shar’ah compliance
framework is thus critically important to give confidence
to the general public about Shariah conformity of Islamic
Banking Institutions’ (IBIs’) products and services. The
objective of this study is to compare the Shar’ah
Governance regulations issued by the Central Bank of
Pakistan, Bank Nigara Malaysia and other bodies, i.e.
Accounting and Auditing Organization for Islamic
Financial Institutions (AAOIFI) and Islamic Financial
Services Board (IFSB). This study highlights qualification
and competency of a Shariah Advisor/ Shariah
Supervisory Board Member from the Quran, Sunnah and
sayings of renowned Islamic jurists. The study will also
address the issues of accountability, audit and role of
Shariah  supervisory board in Islamic financial

institutions. Hence the independence of Shariah advisor is

necessary for effectively ensuring Shar’ah compliance in
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Islamic Bank. The study highlights that the impartial
decisions, accountability, transparency, and
trustworthiness of Shariah supervisory board is
important for the credibility of Islamic Banking. Being an
exploratory and analytical study, both primary and

secondary sources of data were gathered and used.

jologogogool



Fikr-0o Nazar I Vol:54, Issue: 4

AR Y JuFSw
e

O 01 8
@Jz/’af:ﬁ’

ﬁb/’-%%oﬁft{vw'uﬁrwﬁ (fb»zi@l’zagm;w;vg.,&

L7 bl Ut 68 2 Lot 1 e B B e G tfe Soa s
I L gL el G o £ T oo & Uk 7 e 6 B
ME G a1 L Ut Loea p S o S So S S S e
«4 a3 S P13 b B S U e & U Gov sl Glss U2 s Sy
S LI AU _fnc,}uf}/uﬁjmfiémuuwug du 4z G
ek gt i S 0 el LS S S 6 S
A aoste LUt b (AN9043 F6) Glo B U5 L sl (9103 F6)
8 o8 6k ronti S 2l G 2 S d Losmdpgn s
PP ATT P NS ST B A S ANy RLIP R
S B¥ 8 365 S Ut 920 0 LUt B et e Foee I S
35}7’.{1)@%@@@ _x (/’G(AML)J;Q u“u el o S Fy Ul 4 AT
‘fd/u;}/ofch_!ic’:)rﬂM!fuﬁu%fd/fb/?(té"w’!fﬁ:‘aup
gjgﬁtu4goug$4ﬂ45ﬂr;»>mLuu@ryﬁ,r_{}uu»’ngéuu@u{}
o ufu’ z uu@f‘agau‘i-%m/wfum‘}gdmLuu@;uwoﬂ’z_&

(asghar.shahzad@iiu.edu.pk) -:;7(W|:f/; &gdwdu}uuwd};ﬁg/‘f%},;ﬁﬂfﬁ &

ATt QST UG 2 fe s 2 2] ot @
(habib-rehman@iiu.edu.pk)



Wy o : s " :QT"U/’! .......... )" v

O 0 e et 08 o] Sl ¢ e o el LS
Wi Cr UL hor Saraduzl Sgoe & 47w
Ldi\j/%}’éiédz@u’}ifbffl{@/./d/.?fl/fgun/t‘/r)”cdﬁd;/;IQl}f'lu.'f
gguquwwéyﬁ-un&uz»wa?dMfo;d,w“u,u&/wﬁ‘g&/c’,
e g e e p Se v o iue s af e d L
u:uww}uuﬁ/,uwwéuiurwdj'_gﬁ/ub/éy;gﬁcg,&,/'d%
O it S PR T
s Ut ls Ut 11928 o rb/df e Ly Z $8 St uu@
LT A e U £ es Gl uffu;'rdm,s,/f/&g}jdwa,
_E e Sk = (¥ 3%,;&@@/;&;/5’3%.@/& JE L
HSLA 29 s Sof e P L sk sl 2 b o S B S
L P e 9z e £ A5 2 E S e Sf s
s 55 St § T e il F= Ui QW of L 7y FyS
S s §ua L AT i €86 Lov = Fg K S8 Elh
Fo§d b ST LA oS B g L ot ST e Ut eses g Y
& u:mm/;’gug;f../é@ u!-&@g.@‘;;r/(wﬁ Uébf‘/)ingy
B L Z565 Z Gk o b & S g e £ 1 o 2y
Gt PT LN LS T s G U8 P S FE Uud e
Unlk Gor 2 etbbe ot = #1900 S U Sl (5 - LU dAs e uL"/g it
iy BUFGEF Bl et fPudber Lunial LS oy
LSS Gor 4ok § ol s &S e s {L UE s eoe Ukt Q2
LECL 6w S F et a7 gz § G i S

©O) rmﬁ/l"mawgbf(m;r“) ul‘;@;i/} —
2- State Bank of Pakistan, History of Islamic Banking in Pakistan, retrieved on 14
November 2016 at 11:00 am http://sbp.org.pk/IB/abt-his.asp.



Fikr-0o Nazar o Vol:54, Issue: 4

Ll Sy F S U L U KJ‘;(I’U’VQ:_J_W
g S oY & 2l J”/&g}l Sl s plf;fé <! g S
S E S URS u‘?‘éfézf&/id/b/,t/ & ostle &t S U
2o Ll S UE S STV 8 e o Ju,f),w
O_F $ el § LS U £ G o it i

OL e J& KoL eof e albbe JU UE 1990 g2 Uil
Qg F s 0 L e § 2 6w b ol S Ukt DB s i
F L L P and 67 P S ET o £ el
S& Uie prrbl Jbr L T GW i 6T Ut ps £ (1)srr 226 U
Fuld U 8 S8 G S &3 € Fanar gzre S gil] Yy
Sond owid g L S U999 L Sy el S e S o
FEL Adofii & S Ul Led € S o6 aulgef £
:g;dsgm,g/‘wuu@.sh&%fy@&ff,:ﬁé O

Establishment of special departments within the State Bank-
Sharia’s (Shari’ah) Board for scrutiny and evaluation of Board’s
procedures and products and for providing guidance for
successfully managing the Islamic economics.”
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2- Shari’ab Review,

3- Internal Shari’ah Review,

4- Audit & Governance Committee for Islamic Financial
Institutions,

5- Independence of Shari’ah Supervisory Boards,

6- Statement on Governance Principles for Islamic Financial
Institutions,

7- Corporate Social Responsibility Conduct and Disclosure for

Islamic Financial Institutions.
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“An independent body of specialized jurist in figh al mua’malat
(Islamic commercial jurisprudence). However, the Shariah
supervisory board may include a member other than those
specialized in Figh al mua’malat, but should be an expert in the
field of Islamic financial institutions (IFIs) with the knowledge of
figh al mua’malat.” @
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AAOIFL (2008). Governance Standards for Islamic Financial Institutions. In

Accounting and Auditing Organization for Islamic Financial Institutions.
Bahrain.: Accounting and Auditing Organization for Islamic Financial
Institutions. P.O.Box 1176, Manama, Bahrain. Page 4.
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“The SharT’ah governance system is a set of institutional and
organizational arrangement through which an Islamic financial
institution ensures that there is effective independent oversight of
SharTah compliance over each of the following structures and process:

1- Issuance of relevant SharT’ah pronouncement or resolution. This

refers to a juristic opinion on any matter pertaining to Shart’ah
issues in Islamic finance given by the appropriately mandated

SharTah board.

2- Dissemination of information on such SharTah pronouncement
or resolutions to the operative personnel of the IFIS who
monitor the day-to-day compliance with the SharTah resolutions
vis-a-vis every level of operations and each transaction.
However, this task would normally be done by the internal
SharTah compliance department.

3- An internal SharTah compliance review or audit reports that if

there is any incident of non-compliance, it should be recorded
and addressed and rectified. With regard to this, IFSB-3 sets out

24-  IFSB. (2009). Guiding principles on Shari'ab governance systems for institutions
offering islamic financial services. Islamic financial services board.
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that SharT’ah resolution issued by the SharTah boards should be
strictly adhered to.

4- An annual Shari’ah compliance review or audit for verifying that

internal Shari’ab compliance review or audit has been appropriately
carried out and its findings have been duly noted by the Sharr'ah
boards.”®
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26-  Instructions and Guidelines for Shari'ah Compliance in Islamic Banking

27-

29-

Institutions, IBD Circular No. 2, Sate Bank of Pakistan, (2008) accessed October
18 2016, http://www.sbp.org.pk/ibd/2008/C2.htm, p 11.

BNM. (2004). Guidelines on the Governance of Shariah Committee for the Islamic
Financial Institutions. Bank Negara Malaysia, ( the Central Bank of Malaysia).
Part 2, section I, ps.

AOIFL (2008). Governance Standards for Islamic Financial Institutions. In
Accounting and Auditing Organization for Islamic Financial Institutions.
Bahrain.: Accounting and Auditing Organization for Islamic Financial
Institutions. P.O.Box 1176, Manama, Bahrain.p4.

IFSB. (2009). Guiding Principles on Shariah Governance Systems for
Institutions Offering Islamic Financial Services, Islamic Financial Services
Board, p s.
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31
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BNM Guidelines for Shari'ah Governance, p 6.
AAOQIFI. (2008). Governance Standards for Islamic Financial Institutions p4

Requirements for Members of the Shari'ah Board, p 30.

33-

IFSB, Guiding principles on Shar’ah Governance, Minimum Competence

Instructions and Guidelines for Shari’ah Compliance in Islamic Banking

Institutions, IBD Circular No. 2, Sate Bank of Pakistan, (2008) accessed October
18 2016, http://www.sbp.org.pk/ibd/2008/C2.htm, pi1.

35-

BNM Guidelines for Shari'ah Governance, p 6.
IFSB, Guiding principles on Shar’ah Governance, Minimum Competence

Requirements for Members of the Shari’'ah Board, p30.
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36-  Instructions and Guidelines for Shariah Compliance in Islamic Banking

Institutions, IBD Circular No. 2, Sate Bank of Pakistan, (2008) accessed
October 18 2016, http://www.sbp.org.pk/ibd/2008/C2.htm, p4,

Appendix 4 and Appendix 5.

BNM Guidelines for Shari'ah Governance, p 12 &.
AAOIFL (2008). Governance Standards for Islamic Financial Institutions.
IFSB, Guiding principles on Shari’'ah Governance, p 3.

37-

39-
40-
41-

SBP, Shari’ah Governance Framework for Islamic Banking Institutions, ps.
Shart’ah Governance Framework for Islamic Banking Institutions, IBD

Circular No. 1, Sate Bank of Pakistan, (2015) accessed October 18 2016,
http://www.sbp.org.pk/ibd/2015/C1.htm, p 22.
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42-  AAOIFL (2015). Governance Standard No. 5, Independence of

Supervisory Board, p 939.
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IFSB, Guiding principles on Shari’ah Governance, Minimum Competence
Requirements for Members of the SharT'ah Board, p18.
44-  AAOIFLI. (2015). Governance Standard No 3; Internal Shari’ah Review, p 909.
45- AAOIFL (2015). Auditing Standard for Islamic Financial Institutions No. 4,
Testing compliance with Shari’ah rules and principles by an external auditor, p863.
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