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Abstract:
The Legal Role of AAOIFI Sharia Standards in Islamic Financial
Institutions

This research aims to shed light on the legal role of the Sharia
standards issued by the Accounting and Auditing Organization for Islamic
Financial Institutions (AAOIFI), and their function in regulating and
supervising the operations of Islamic financial institutions. This enhances
Sharia compliance and limits potential legal and Sharia-related risks.

The importance of AAOIFI’s Sharia standards lies in their role as a
unified reference that governs financial transactions in accordance with
Islamic law. They bridge the gap between traditional jurisprudence and the
requirements of modern banking. The legal value of these standards stems
from their transformation from mere jurisprudential guidelines into
regulatory tools officially adopted by central banks and supervisory
authorities in several Islamic countries, granting them binding force in
implementation.

The research demonstrates that these standards contribute to the
integration of the Sharia and legal frameworks within Islamic financial
institutions. They establish clear rules for contracts and financial products,
thereby minimizing jurisprudential disagreements and reducing the
likelihood of legal disputes. Moreover, they enhance transparency and
governance, strengthening the trust of clients, regulators, and international
investors in these institutions.

The study highlights that the codification of these standards in some
Islamic countries and their inclusion in banking legislation represents a
qualitative shift in the development of the legal environment for Islamic
finance. This contributes to fulfilling the objectives of Sharia in terms of
justice, clarity, and regulation, and boosts the competitiveness of Islamic
financial institutions both regionally and globally.

The research concludes that the legal role of AAOIFI’s Sharia
standards goes beyond merely regulating financial products and services.
They serve as a pivotal element in protecting the Islamic financial system
and ensuring its stability and sustainability.

Keywords: Law, Sharia Standards, Islamic Financial Institutions.
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