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Abstract:

To practice Islamic financial banking in the Kingdom of Bahrain, Islamic banks are
required to appoint a Sharia Supervisory Board consisting of not less than three specialists
in Shariah, Islamic jurisprudence, Islamic banking transactions, as well as a department for
internal Sharia audit, and another for Sharia coordination and implementation affiliated to
the Sharia board. The Central Bank of Bahrain requires Islamic banks to appoint an external
auditor and to have an internal audit department, which is a financial and regulatory
challenge to Islamic banks. In 2019, the Central Bank of Bahrain issued a resolution
requiring all Islamic banks to appoint an external Sharia audit office to provide an objective
opinion on Islamic banks’ compliance with Sharia standards and governance, as well as
the principles and provisions of Islamic Shariah. External audit offices may face many
challenges in playing their roles effectively and efficiently and establishing a tool to
evaluate the practice of the external Shariah audit to give interpretations acceptable to
Islamic banks regarding compliance with the principles and provisions of Islamic Shariah.
The researcher aims to explore the roles and responsibilities of the external Sharia audit
offices towards Islamic banks in the Kingdom of Bahrain and the extent to which they
comply with the resolution issued by the Central Bank of Bahrain in 2019 and to identify
the importance of the work of audit offices as neutral external bodies in maintaining the
integrity of Islamic banks and complying with the principles and provisions of Shariah to
gain the trust of customers, stakeholders, and regulatory and supervisory authorities. The
researcher has adopted the qualitative approach, as well as analyzing and discussing the
interviews that were used as one of the research tools related to the extent to which the
external Sharia audit offices assume their responsibilities towards Islamic banks. The
researcher’s most important findings and recommendations include that the external
Shariah audit offices must assume their responsibilities regarding assuring that Islamic
banks comply with Sharia standards, fatwas, and resolutions of the Sharia Board, as well
as Sharia governance, laws, and regulations issued by the supervisory authorities, by
auditing standard No. (6) approved by the Accounting and Auditing Organization for
Islamic Financial Institutions (AAOIFI).
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