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The 4™ International Sharjah Conference on
Islamic Economics

Codification of Rulings of Islamic Financial
Transactions

Recommendations of the Conference
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1. The Conference has reached a conclusion that codi
fication (fagnin in Arabic) of contemporary Islamic
financial transactions results in safe-guarding the base
structure of the Islamic financial industry, strengthen
ing its foundations, protecting its identity, and achiev
ing legal clarity in the rights and obligations that are
created out of transactions and operations carried by
the industry. This shall result in protecting the rights of
parties to the transactions and will not expose the
transactions to the risk of invalidation or driving the
transcations away from their Shari'a nature and objec
tives. By achieving this, it will eventually result in
achieving stability and sustainability of the transac
tions carried [by the industry].
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2. The Conference makes a recommendation that the
International Islamic Figh Academy to lead a project,
in coordination with the Sharjah Centre of Islamic
Economics at Al Qasimia University, the Accounting
and Auditing Organization for Islamic Financial Insti
tutions (AAOIFI), the Shari'a Boards at the central
banks, and the other relevant bodies, on the codifica
tion of rulings and provisions of Islamic financial
transactions. For this purpose, a committee should be
deputized that will comprise of jurists oflslamic
finance, experts in finance and civil and commercial
laws, . As an outcome, the outline of the project should
be presented in a special session of the International
Islamic Figh Academy in order to review the proposal
and issue a collective resolution in this regard. After-
wards, [the codified document] shall be available for
everyone and later presented to the council of the
Organization of Islamic Cooperation (OIC) in order to
consider issuing a collective agreement to enforce the
codified document in those countries and paving a
path for an international law on Islamic financial
transactions.
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3. The Conference makes its recommendation to the
Shari'ah Board of AAOIFI to consider issuing a
version of the Shari'ah Standards, issued by the
AAOIFI Shari'ah Board, wherein items of the Shari'ah
standards shall be presented as per legal drafting, with-
out impacting the rulings established in these stan-
dards or affecting the Shari'ah realities of the contracts
and dispositions, and also achieving absolute preser-
vation of the Islamic jurisprudence terminologies and
categorizations (fagsimat). As an interim step this
shall assist more countries to adopt the Shari'ah Stan-
dards and making provisions given in the standards as
binding upon the Islamic financialinstitutionsandto-
beusedasareference for dispute resolution as per the
agreement between the parties to refer to these stan-
dard within a scope permitted by the governing law or
the arbitration of the transactions.
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4. The Conference applauds the experience of the
United Arab Emirates in making the AAOIFI Shari'ah
Standards binding upon the IFis in the country. This
step represents a pioneering form of interim codifica
tion (tagnin marhali) and reflects the best practices
considering the global stature of these standards. This
shall protect the level of adherence to Shari'a within
the Islamic financial industry, to [further] fine-tune
[the standards of adherence]. Also, it shall avoid turn
ing such an adherence subjected to commercial com
petition and even results in consumer protection and
helps to enact regulatory standards that suit nature of
the transactions carried by the industry. The Confer-
ence makes a recommendation to the regulatory
authorities, in those countries that have not yet adopt-
ed the Shari'ah Standards of AAOIFI, to follow the
suit of the UAE and to benefit from its pioneering
experience in making the Shari'ah Standards binding
upon IFis in those countries.
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S. The Conference makes a recommendation of
publishing resolutions of the Higher Shari'ah Authori
ty (HSA) of the UAE, and to publish the Shari'ah Stan
dards, that were adopted or to be adopted, in the Offi
cial Gazette [of the country], so that knowledge of
these standards is attained by all the parties to the
transactions which a re carried by the Islamic financial
institutions. This shall enhance the position of the
Shari'ah Standards while referring to them for dispute
resolution in matters presented before the judiciary.
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6. The Conference makes a recommendation of creat
ing specialized divisions in the courts of law to look
after dispute resolution of transcations carried by
Islamic financial institutions. These divisions will
make the the judges aware about the trancations of the
IFIs, their peculiar nature, and thegeneric rules and
standards that govern these transcaitons.
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7. The Conference ha s concluded upon the impor
tance of dedicating subjects of the banking operations
of Islamic banks in the stream of commercial law,
wherein the Shari'a nature is taken into consideration
and this shall attain legal clarity for all the parties. The
Conference hopes that the United Arab Emirates shall
be a pioneer in this legislative aspect, considering that
the country is taking the lead and pioneersim in the
Islamic banking industry at the regional and global
levels.
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8. Further, the Conference recommends to endorse the
Unified Arab Project (the Unified Law of Financial
Transactions), issued by the Arab League, that has the
overall indigenization dimension (al-bu'd al-ta’sill) of
the financial transaction derived from the Islamic
jurisprudence, and to harmonize with AAOIFI Shari'a
Standards, as per the Recommendation No. (3), that
are in line with this overall dimension.

Approved by
Scientific Committee
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His Eminence Sheikh Prof. Mohamed Ali Elgari
Chair of the Scientific Committee
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