
G LO S S A RY

Professional Certificate in Islamic Banking Compliance Problem Solving

Compliance Auditing in Islamic Banking

Compliance Auditing in Islamic Banking: Compliance auditing in Islamic banking refers to the process of
evaluating and ensuring that the operations and practices of Islamic financial institutions adhere to the
principles and guidelines of Shariah law. This auditing process is essential to verify that the financial
products and services offered by Islamic banks are Shariah-compliant and do not involve any prohibited
elements such as riba (interest), gharar (uncertainty), or haram (forbidden) activities.

Compliance auditing in Islamic banking plays a crucial role in promoting transparency, accountability, and
ethical standards within the industry. It helps in maintaining the trust of customers, investors, and
stakeholders by demonstrating the commitment of Islamic financial institutions to comply with Shariah
principles.

Related Terms: Shariah Compliance, Islamic Banking, Audit, Shariah Audit, Regulatory Compliance

Example: A compliance audit in an Islamic bank may involve reviewing the documentation of financial
transactions, contracts, and investment activities to ensure that they are in line with Shariah principles. The
audit team may also conduct interviews with key personnel and stakeholders to gather information and
assess the level of compliance with Shariah requirements.

Practical Application: Compliance auditing in Islamic banking is typically carried out by a dedicated Shariah
compliance department within the bank or by external Shariah audit firms. The audit findings are reported
to the Shariah supervisory board for review and approval, and any non-compliance issues are addressed
and rectified promptly.

Challenges: One of the main challenges in compliance auditing in Islamic banking is the interpretation and
application of Shariah principles, which may vary among scholars and jurists. Therefore, it is important to
have a clear understanding of the specific requirements of Shariah law and to ensure that all audit
processes are carried out in accordance with these principles to maintain the integrity and credibility of
Islamic banking operations.

Read online: https://certificates.lsba.org.uk/glossaries/3003813/
compliance-auditing-in-islamic-banking
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