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The Accounting of ljarah Muntahia Bittamleek in Islamic Banks in light of
Standards Issued by AAOIFI Compared to IFRS 16

ABSTRACT

The study has aimed at identifying the amendments that made by the
Accounting and Auditing Organization for Islamic Financial Institutions (AAOIFI)
to the Financial Accounting Standard (FAS 8) through the exposure draft of
financial accounting standard, and its compliance with the principles and
provisions of Islamic Shari‘a in light of the Shari’a Standard (SS 9) issued by
AAOIFI, And the extent to which the accounting treatments of ljarah and
presentation and disclosure processes differ between the exposure draft and
the International Financial Reporting Standards (IFRS 16) issued by the
International Accounting Standards Board (IASB).

The methodology used in the thesis was based on the analytical inductive
approach.

The study reached a number of results, the most important of which was the
necessary to make amendments to the Financial Accounting Standard (FAS 8) in
compliance with modern requirements and do not contradict with the
principles of Islamic Shari’a and its provisions, and that the exposure draft of
Financial Accounting Standard has shown these amendments, trying to follow
the same approach of IFRS 16 with no exiting of the interially of the Shari'a
standard (SS 9), although it has shown this exiting.

The study recommended a number of recommendations, including those
addressed to AAOIFI, and the most important of which was the need to issue
explanatory appendices to the exposure draft of the standard with illustrative
examples, in addition to issuing a special appendix detailing the mechanisms of
transition from the current Financial Accounting Standard (FAS 8) to the next
standard. And others was addressed to the users of the AAOIFI’s standards and
researchers, and the most important of which was the necessity of serious
research in the exposure draft of Financial Accounting Standard through the
conduct of conferences, seminars and dialogue sessions, before working on its
final form.
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leasing them to the lessee).
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T A lease is a contract between a lessor and a lease for the hire of a specific asset selected
from a manufacturer or vendor of such assets by the lease. The lessor retains ownership of
the asset. The lease has possession and use of the asset on payment of specified rentals
over a period).
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- Black, Henry Campbell: Blacks Law Dictionary, sixth edition, West Publishing
co., 1990, p.
- BDO a UK registered company limited by guarantee: IFRS IN PRACTICE “IFRS
16 Leases”, 2018, p.
- PWC, leases update December 2018.
- FASB, Accounting Standards Update, Financial Accounting Series, Leases
(topic 842),No. 2018-11, July 2018.
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