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The Legal Framework for the Supervision of Banking Operations Related
to Islamic Banking in Algeria.
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Abstract
For the first time at the legislative level, the Algerian legislator expressly
authorized the conduct of Islamic banking operations through Law No. 23-09,
with the aim of attracting the funds of individuals unwilling to engage in
conventional banking and promoting the financing of new projects that serve the
interests of society.

In order to strengthen customers’ confidence, it became necessary to
surround the practice of Islamic banking operations with adequate legal and
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regulatory safeguards capable of assuring the public that the banking institution
concerned complies with the principles and rules of Islamic Sharia. However, the
effectiveness of such safeguards depends on the existence of two complementary
forms of supervision.

The first is external supervision exercised by the Banking Commission in
its capacity as a supervisory authority, entrusted with monitoring the compliance
of Islamic banks with the conditions governing the conduct of Islamic banking
operations, subject to disciplinary sanctions in the event of non-compliance.

The second is internal supervision carried out by the bank’s Sharia
Supervisory Board, whose role is to ensure that the bank’s transactions conform
to Sharia standards, thereby preventing the designation “Islamic banking
operation” from becoming merely a marketing tool used to attract customers in
the name of Sharia compliance. The study concludes that the legislative
framework governing this body remains inadequate, particularly due to the
absence of a fixed term of office for its members and the lack of a legal provision
requiring Islamic banks to comply with its decisions.

Keywords

Banking Commission; Sharia Supervisory Board; Supervisory Role of the
Banking Commission; Binding Force of the Decisions of the Sharia Supervisory
Board; Relationship between the Sharia Supervisory Board and the Banking
Commission.
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