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يعرشلا 	 ريياعملا 	 نم 	 ةينورتكللإا 	 ةخسنلا 	 للاخ 	 نم 	 يرصح 	 لكشب 	 هيلع 	 علاطلاا 	 متيل 	 ريياعملا 	 نم 	 ةينورتكللإا 	 ةخسنلا 	 يف 	 مككارتشا 	 ىلإ "	 زئاوجلاو 	 تاقباسملا (	"55 	) يعرشلا 	 رايعملا 	 ةفاضإ 	 تمت :	 Shari’ah	“Internal	11	GS	Institutions”,	Financial	Islamic	for	Ratings	Fiduciary	and	Compliance	“Shari’ah	10,		(GS)	Standard	Governance	AAOIFI	namely,	standards	final	three	issued	(AAOIFI)	Institutions	Financial	Islamic	for	Organization	Auditing	and	Accounting	the	of	board)	/	(AGEB	Board	Ethics	and	Governance	The	ىرشب
Audit	for	Islamic	Financial	Institutions”,	and	GS	12	“Sukuk	Governance”.	In	2018,	the	projects	were	initiated	and	completed	the	various	phases	of	standards	development	process	which	starts	from	preparing	the	preliminary	study	and	consultation	notes	to	issuing	the	exposure	draft	for	industry	feedback.	The	standards	were	discussed	substantively	in
several	public	hearings.	AGEB	deliberated	on	the	comments	received	during	the	public	hearings,	and	in	writing.	Accordingly,	the	board	directed	the	secretariat	to	finalize	and	issue	the	standards.	The	“Shari’ah	Compliance	and	Fiduciary	Ratings	for	Islamic	Financial	Institutions”	standard	was	presented	in	eight	countries,	namely:	Bahrain,	Pakistan,
UAE,	Saudi	Arabia,	Sudan,	Oman,	Malaysia,	and	Turkey,	as	part	of	the	public	hearing	phase.	The	objective	of	the	standard	is	to	introduce	and	set	out	a	principle-based	guidance	in	Shari’ah	governance	and	fiduciary	ratings.	It	provides	independent	and	comparable	assessment	based	rating	(or	scoring)	to	the	stakeholders	with	regards	to	an	Islamic
Financial	Institutions	(IFI),	adherence	to	Shari’ah	compliance,	governance	and	fiduciary	responsibilities.	AAOIFI	GS	11	is	“Internal	Shariah	Audit	for	Islamic	Financial	Institutions”.	This	standard	is	built	on	GS	3	“Internal	Shari’ah	Review”	issued	in	1999.	Accordingly,	it	aims	to	supersede	GS	3.	The	revised	internal	Shariah	audit	standard	was
presented	in	three	countries,	namely,	Malaysia,	Bahrain	and	Pakistan.	It	provides	improved	guidance	on	internal	Shari’ah	audit	in	IFIs	and	prescribes	the	compliance,	quality	control	and	ethical	requirements,	objectives	and	organizational	structure	along	with	the	professional	requirements	with	regard	to	the	principal	procedures,	documentation	and
reporting	for	internal	Shari’ah	audit.	On	the	other	hand,	AAOIFI	GS	12	“Sukuk	Governance”	is	part	of	a	comprehensive	Sukuk	project	that	was	initiated	by	AAOIFI	in	2015	to	develop	and	revise	the	standards	on	Sukuk,	in	line	with	the	changes	in	the	field	over	the	last	two	decades.	It	provides	detailed	guidelines	on	Sukuk	governance	to	the	IFIs	and
corporates	worldwide,	by	specifying	a	comprehensive	framework	for	managing	Sukuk	issuance,	management	during	investment	and	maturity	/	termination	phases.		This	standard	was	presented	in	five	countries,	namely,	UK,	Morocco,	Egypt,	Pakistan,	and	Saudi	Arabia.	Dr.	Ishrat	Husain,	AGEB	Chairman,	thanked	all	board	members	for	their
tremendous	efforts.		He	added	“It	is	expected	that	these	standards	will	harmonize	the	industry	practices	and	improve	governance	practices.	I	would	like	to	emphasize	on	the	excpetional	performance	of	AGEB	during	the	past	year	and	to	thank	all	board	members	for	their	outstanding	contribution”.	He	also	thanked	Mr.	Omar	Mustafa	Ansari	and	other
members	of	the	secretariat	for	their	continous	support.	Sheikh	Esam	Ishaq,	AGEB	deputy	Chairman,	stated		“We	are	pleased	to	issue	these	standards	which	cover	key	areas	and	expect	that	they	will	contribute	toward	better	standardisation	and	harmonisation	of	the	global	Islamic	finance	industry.	Additionally,	we	are	confident	that	they	are	in	line
with	best	practices	and	should	support	a	more	wholesome	growth	of	the	industry	globally	”.	Mr.	Omar	Mustafa	Ansari,	Secretary	General,	AAOIFI	stated:	“On	behalf	of	AAOIFI	and	its	board	of	trustees	we	would	like	to	thank	AGEB	members	for	the	term	(2015-2019)	for	their	support,	effort	and	valuable	contribution.	He	added	“Sixteen	public	hearings
were	held		in	eleven	countires	as	part	of	the	public	consultative	phase	of	the	three	standards	development	process.	These	standards	are	expected	to	strengthen	public	and	stakeholders’	confidence	in	the	Islamic	finance	industry”.	The	three	standards	can	be	accessed	through	the	following	link:	The	Accounting	and	Auditing	Organization	for	Islamic
Financial	Institutions(AAOIFI)	is	an	Islamic	international	autonomous	non-for-profit	corporate	body	that	prepares	accounting,	auditing,	governance,	ethics	and	Shari’a	standards	for	Islamic	financial	institutions	and	the	industry.	Professional	qualification	programs	(notably	CIPA,	the	Shari’a	Adviser	and	Auditor	“CSAA”,	and	the	corporate	compliance
program)	are	presented	now	by	AAOIFI	in	its	efforts	to	enhance	the	industry’s	human	resources	base	and	governance	structures.	The	Accounting	and	Auditing	Organisation	for	Islamic	Financial	Institutions	(AAOIFI)	has	issued	financial	accounting	standard	(FAS)	1	(Revised	2021)	'General	Presentation	and	Disclosures	in	the	Financial	Statements',
FAS	39	'Financial	Reporting	for	Zakah',	and	FAS	40	'Financial	Reporting	for	Islamic	Finance	Windows'.	The	revised	FAS	1	supersedes	the	earlier	FAS	1	General	Presentation	and	Disclosures	in	the	Financial	Statements	of	Islamic	Banks	and	Financial	Institutions	and	introduces	the	concepts	of	quasi-equity,	off-balance-sheet	assets	under	management
and	other	comprehensive	income	to	enhance	the	information	provided	to	the	users	of	the	financial	statements.	FAS	39	improves	upon	and	supersedes	FAS	9	Zakah	and	aims	at	setting	out	the	accounting	treatment	of	Zakah	in	the	books	of	the	institutions,	including	the	presentation	and	disclosure	by	an	Islamic	financial	institution.	The	objective	of	FAS
40	is	to	establish	financial	reporting	requirements	for	Islamic	finance	windows	and	is	applicable	to	all	conventional	financial	institutions	providing	Islamic	financial	services	through	an	Islamic	finance	window.	The	standard	improves	upon	and	supersedes	FAS	18	Islamic	Financial	Services	Offered	by	Conventional	Financial	Institutions.	More
information	on	the	standards	is	available	through	the	press	releases	on	the	AAOIFI	website:	Press	release	on	FAS	1	Press	release	on	FAS	39	Press	release	on	FAS	40	Download	This	Article	This	work	is	licensed	under	a	Creative	Commons	Attribution	4.0	International	License.	Abstract	The	uniqueness	of	Islamic	banks	(IBs)	is	shown	through	compliance
with	Islamic	law	(Sharia)	which	is	approved	through	Sharia	Supervisory	Board	(SSB)	and	presented	for	stakeholders	by	Sharia	Supervisory	Board	Report	(SSBR).	This	study	seeks	to	achieve	three	main	objectives	as	follows:	(1)	it	identifies	the	degree	of	IBs’	transparency	in	compliance	with	Sharia	and	their	commitment	with	the	governance	standards
that	issued	by	Accounting	and	Auditing	Organization	for	Islamic	Financial	Institutions	(AAOIFI);	(2)	it	aims	to	measure	the	impact	of	adoption	AAOIFI	on	the	degree	of	Sharia	disclosure;	and	(3)	it	seeks	to	test	the	economic	consequences	of	Sharia	disclosure	based	on	its	impact	on	financial	performance.	We	analyse	content	of	annual	reports	and
websites	of	120	IBs	across	20	different	countries	for	year	2016.	Regression	analysis	shows	compliance	level	for	Sharia	disclosure	based	on	our	index	for	SSBR	is	53%	with	higher	level	compliance	for	IBs	that	apply	AAOIFI	standards	comparing	with	banks	that	adopting	International	Financial	Reporting	Standards	(IFRS).	Therefore,	adopting	AAOIFI
has	a	positive	effect	on	enhancing	the	degree	of	Sharia	disclosure.	Moreover,	Sharia	compliance	has	a	positive	influence	on	financial	performance	based	on	both	Returns	on	Assets	(ROA)	and	Tobin’s	Q	as	a	robustness	test.	This	study	adds	value	to	Islamic	accounting	literature	by	being	a	primary	study.	There	is	a	lack	of	research	on	the	topic	and	this
paper	measures	the	consequences	of	Sharia	disclosure	over	the	financial	performance	of	IBs	as	well	as	the	role	of	Islamic	standards	(AAOIFI)	in	enhancing	the	image	of	Islamic	banks	through	supporting	their	compliance	with	Sharia.	Keywords:	Sharia	Disclosure,	Economic	Consequences,	Islamic	Banks,	Financial	Performance,	AAOIFI	Governance
Standards	JEL	Classification:	G21,	G34,	M410	Received:	30.11.2018	Accepted:	15.01.2019	Published	online:	04.02.2019	How	to	cite	this	paper:	Albarrak,	H.,	&	El-Halaby,	S.	(2019).	AAOIFI	governance	standards:	Sharia	disclosure	and	financial	performance	for	Islamic	banks.	Journal	of	Governance	&	Regulation,	8(1),	19-37.	Fiqh	of	Financial
TransactionsIslamic	Finance	&	BankingShariah	and	Banking	Supervision		AAOIFI	Sharia’a	Standards	2018	–	English	version	In	Historic	Move,	#AAOIFI,	Under	Sponsorship	of	SABB’s	Financial	Services,	Provides	Free	Access	to	Online	Version	of	its	Shari’ah	Standards	At	the	headquarters	of	the	Saudi-British	Bank	(SABB)	in	Riyadh,	an	official	signing
ceremony	has	been	held	to	inaugurate	an	agreement	with	the	Accounting	and	Auditing	Organization	for	Islamic	Financial	Institutions	(AAOIFI)	whereby	the	Arabic	and	English	online	versions	of	AAOIFI’s	Shari’ah	Standards	will	be	exclusively	sponsored	by	SABB	for	two	years.	The	content	of	Shari’ah	standards	so	far	issued,	in	both	languages,	will	be
accessible	and	downloadable	for	personal	use	through	AAOIFI’s	website	and	social	media	portals.	This	will	include	any	yet	to-be	issued,	reviewed	or	updated	Shari’ah	standards	,	in	both	languages,	up	to	1	January	2020.	#AAOIFI	will	initiate	today	the	process	of	making	these	standards	available	and	downloadable	in	a	PDF	format	(at	the	following	link
.	Very	soon	later,	these	standards	will	also	be	available	in	a	variety	of	digital	formats	including	an	e-book	format,	and	via	popular	online	bookstore	portals	along	with	several	technical	features	(such	as	search	function)	which	will	be	sequentially	phased	in	over	the	course	of	the	near	future.	The	whole	version	or	a	selected	number	of	the	standards	will
be	downloadable	for	a	better	access	and	wider	usability.	On	this	occasion,	HE.	Mr.	Ali	Bin	Mashhoor	Al	Qahtani,	Head	of	Shari’ah	Affairs,	SABB,	stated:	“No	doubt	that	AAOIFI’s	Shari’ah	standards	ranks	amongst	the	best	compilations	of	contemporary	Fiqh	reasoning.	They	have	become	the	utmost	authority	in	areas	of	Shari’ah	for	the	broader	Islamic
finance	industry	and	its	banks	and	institutions	around	the	globe.	Therefore,	SABB’s	Financial	Services	is	keen	to	provide	support	to	this	great	feat,	as	reflected	in	our	sponsorship	of	the	hard	copy	of	the	standards	almost	three	years	back.	Again	now,	we	are	pleased	to	reveal	this	good	news	about	the	digital	version	for	the	broader	industry,	scholars
and	researchers,	and	which	we	hope	will	carry	a	substantial,	positive	impact”.	In	this	regard,	H.E	Shaikh	Ebrahim	Bin	Khalifa	Al	Khalifa,	Chairman,	AAOIFI’s	Board	of	Trustees,	extended	thanks	to	SABB’s	Financial	Services	for	their	great	initiative	and	partnership	with	AAOIFI.	He	also	added	that:	“AAOIFI	always	thrives,	and	ahead	of	time,	to	cater
for	and	live	up	to	the	Islamic	finance	industry’s	aspirations	and	expectations	as	manifested	in	the	development	of	its	activities	and	standards.	It	does	its	utmost	to	come	up	with	well	drafted	standards,	both	quantitatively	and	qualitatively,	and	also	to	allow	a	wide	access	to	this	outstanding	set	of	standards	and	to	maximize	potential	benefits	and
outreach.	This	landmark	agreement,	which	makes	the	online	version	of	Shari’ah	standards	available	to	the	public	for	download	and	personal	use,	embodies	all	these	aspects.
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