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Arrété du ministre des universités en date du 20 juillet 1978, le dipléme
supérieur de bibliothécaire est conféré aux éléves de I'Ecole nationale supérieure
de bibliothécaires (...) «Liste des éléves de I'Ecole nationale supérieure de
bibliothécaires ayant obtenu le dipléme supérieur de bibliothécaire (session
1978)». Bulletin des bibliothéques de France (BBF), 1978, n° 9-10, p. 543-543.
Disponible en ligne :

<http://bbf.enssib.fr/consulter/bbf-1978-09-0543-010>. ISSN 1292-8399.
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The most important research finidings:

1-

CBO has applied the two-tier Shari’ah governance infrastructure of
two significant bodies, which are the centralized Higher Shari’ah
Supervisor Authority (HSSA) at the CBO and an internal SSB in
each Islamic bank.

The IBRF has gone even further by imposing the Islamic banks to
appoint at least an Omani Shari’ah scholar as a member of SSB in
order to contribute in developing Omani specialists in the field of
Islamic banking and finance.

It is interesting to note that most of Islamic banks in Oman has
appointed Omani Shari’ah scholars as members of Shari’ah board
which reflect great concern for compliance with IBRF
requirement.

all Islamic banks in Oman are encouraged to build Omani
empowerment not only in SSB member but in other functions of
Islamic banks.

5- In Oman, due to the lack of Shari’ah scholars in the field of Islamic

banking and finance, the IBRF allows the SSB members to serve
up to four IFIs of different sectors at the same time. However, a
member of the SSB cannot be on the SSB of more than one
competing institutions in Oman. Another reason behind this is to
help the industry to benefit from the current Shari’ah scholars as
well as to help the Shari’ah scholars to obtain more experience.
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internal Shari’ah reviewer as the head of Shari’ah department is
lower than the head of other departments such as internal auditor.
This matter may weaken the level of Shari’ah governance in
Islamic banking. An internal Shari’ah reviewer has no power to
prevent Shari’ah non-compliance because of his position which has
no privilege to force other departments to comply with Shari’ah as
stated by the SSB. Moreover, some of the respondents have shown
concerns that IBRF stated that the management in consultation with
the SSB has the right to dismiss or terminate the appointment of an
internal Shari’ah reviewer. This may lead to abuse of power in case
the management dismisses the internal Shari’ah reviewer without
any convincing reason. In order to prevent this, the respondents
suggested that the management should obtain the approval of CBO
before starting the process of dismissing an internal Shari’ah
reviewer. This may enhance the position of internal Shari’ah

reviewer as one of the key players of the Shari’ah governance of
the bank.

11. Recommendation

Regarding the suggestions on how to improve the Shari’ah
governance framework of Oman in relation to disclosure, competency
and independence, the research has proposed some suggestions which
can be summarized as follows:

Intensive training should be organized by the CBO for the Omani
members of SSB in the field of Islamic banking and finance;

Elevating the position of internal Shari’ah reviewer in the Islamic
banks;

Decision made by the HSSA must not be compulsorily binding on the
SSB;

Direct communication between internal Shari’ah reviewer and HSSA;

12. Conclusion

Islamic banking in the Sultanate of Oman is new compared to
other Gulf countries. Banking and finance operations in the Sultanate
was limited to commercial banking because the legislative regulations
and laws did not allow Islamic banks to operate in the Sultanate until
late 2012 when the Sultan made significant amendments to the
Banking Law promulgated by Royal Decree 114/2000.
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10. Issues and Challenges

Oman has one of the best Shari’ah governance frameworks in the
industry. One reason for this is the lateness to launch Islamic banking
by Oman, enabling it to get experience from many countries that have
been in the system earlier. However, this framework without any
doubt needs more improvement.

With regard the main issue currently faced in relation to
Shari’ah governance in Oman, some respondents 48% mentioned
that we have not observed any issues in the current Shari’ah
governance framework of Oman. However, some interviewees 20%
highlighted some main issues namely, lack of experience,
prevention of tawarrug, lack of Islamic finance research, lack of
human resource especially among Omanis, inadequate experts in
CBO in Islamic finance, the low position of internal Shari’ah
reviewer and lack of experience of external Shari’ah auditors. Some
respondents explained that 12 % many officials of Islamic banks do
not have enough knowledge about Islamic finance and they think
the only difference between Islamic banking and conventional
banking is just the name. The reason behind this, according to the
respondents, is that many staff of Islamic banks come from
conventional banks without any intensive course in the field of
Islamic banking. Moreover, some interviewees 20% highlighted
that external Shari’ah auditors come from conventional auditing
and they have not enough experience in Islamic finance. Even
though the IBRF stated good requirements for appointing an
external Shari’ah auditor, the problem still occurs. This problem
creates conflicts in the operation between internal Shari’ah auditors
in the bank and external Shari’ah auditors. Some respondents
admitted that CBO lacks experience and very few researches had
been conducted on Islamic finance in Oman by the CBO. CBO as
the regulator of the Islamic finance in the country should have
experts in the field and embark on research in order to boost the
level of the industry in Oman. Many interviewees mentioned that
there is not enough human power to work in the Islamic banks,
especially among the Omanis. Although Islamic banks are
encouraged by CBO to appoint Omani staff to enhance their
experience in Islamic finance, still there is a lack in the number of
Omanis stuff in all Islamic banks. It is interesting to note that most
of internal Shari’ah reviewers highlighted that the position of
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9. Shari’ah Boards in Oman

CBO has placed a solid plan to ensure that the overall Islamic
financial system operates in accordance with Shari’ah rules. CBO has
applied the two-tier Shari’ah governance infrastructure of two significant
bodies, which are the centralized Higher Shari’ah Supervisor Authority
(HSSA) at the CBO and an internal SSB in each Islamic bank. The
establishment of two tier Shari’ah advisory for Islamic banking in Oman
is considered a distinct feature of the Omani Islamic banking business as
compared to conventional banking. This development in the Islamic
banking sector in Oman shall ensure that the operations and activities of
Islamic banks are executed in accordance with Shari’ah principles. In
addition, this matter will improve the confidence of the public in the
operations of Islamic banking institutions within the Shari’ah rules
(Hassan, 2014).

Figure 4.1: The two-tier Shari’ah governance of Islamic banking in Oman

Higher Shari’ah Advice CBO & IBs on Shari’ah

Supervisory matters
Authority (HSSA) at
CBO

Issue fatwa that is binding on all

\I IBs

Islamic Banks

(IBs) Responsible & accountable for
v decision, views & opinion on
Shari’h matters__]

Shari’ah
Supervisory :> Disclosure in annual report state
Board (SSB) of compliance

Perform oversight role

Shari’ah
Review

Shari’ah
Audit
Source: Abdul Rahman (2007), Bank Negara Malaysia (Hanefah and others,
2014, p. 55)

Shari’ah
compliance unit
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8. Shari’ah governance framework of Oman

The Shari’ah governance framework of Oman is a part of the IBRF
2012 issued by the CBO. The IBRF defines Shari’ah governance as “a
system whereby an Islamic financial institution attempts to comply with
Shari’ah in all its activities” (CBO, 2012). Achieving a sound Shari’ah
governance is the duty of all the stakeholders, particularly the
shareholders and the management of an Islamic financial institution.
The purpose of the Shari’ah governance standards for IFIs is to create
and provide guidance on the term, appointment, and report of SSB to
ensure compliance of IFI’s business and transactions with Shari’ah
rules (AAOIFI, 2015).

The main targets of the Shari’ah governance framework by the CBO are:

1) To provide a structure or mechanism to govern all the
operations and activities of the licensee to guarantee
Shari’ah compliance at all times and at all levels.

2) To enable Islamic banks including the general public to
be perceived as Shari’ah compliance by the general
people (CBO, 2012).

The key elements of the Shari’ah governance framework are:
1) Shari’ah Supervisory Board (SSB)
2) Internal Shari’ah Reviewer
3) Shari’ah Compliance unit
4) Shari’ah Audit unit

Besides the above elements, CBO has set specific functions of the
Board and the management of the Islamic banks in order to achieve
Shari’ah compliance in the institution. For example:

1) The Board of the Islamic banks (Licensee) has an important
responsibility to create a solid Shari’ah governance framework in
order to guarantee that all activities of IBs are in accordance with
Shari’ah principles.

2) The Board of the Islamic banks has a duty to ensure that the head of
Islamic banking of the licensee has sufficient knowledge,
qualification and or experience in Islamic banking and finance.

3) The head of Islamic banking for an Islamic window should be a senior
and expert person in the hierarchy of the institution (CBO, 2012).

It can be noted that the IBRF tends to cover all elements of Shari’ah
governance framework by formulating solid framework and guidelines
to ensure the Shari’ah compliance in all Islamic banks in the country.
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Table 4.2 Commercial banks offering Islamic banking (Islamic

window)

Commercial banks

Islamic Windows

1 Bank Muscat Meethaq

2 Bank Dhofar Maisarah

3 Bank Sohar Sohar Islamic
4 National Bank of Oman Al-Muzn

5 Bank Ahli Hilal Islamic
6 Oman Arab Bank Al-Yusr

7. Research Methodology

Qualitative semi-structured

interviews were conducted with

Islamic banking practitioners, the shari’ah officers of Islamic banks,
HSSA and SSBs members of IFIs to obtain hand information on
shari’ah governance framework practices.

Table (1) below details the interviewees for this study.

HSSA

SSB

Internal Shari’ah
reviewer

Central Bank

Bank Nizwa

Bank Alizz

Bank Meethaq

Sohar Islamic

Bank Al-Yusr

Al-Hilal Islamic

Bank Maisara

Bank Al-Muzn

NN R W (R W N -

G R

%

ek

w
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2) financing and investing through mudarabah,
murabahah, musharakah, istisna, ijarah or other Islamic
contracts.

3) issuing of and investing in sukuk.
4) trading in movable and immovable properties.

In 2012, the CBO issued a new circular called Islamic Banking
Regulatory Framework

(IBRF) which places the basis for the Omani Islamic banking
industry. In this circular CBO introduced Shari’ah governance
framework for Islamic banking in the Sultanate to bring the Islamic
finance industry forward in the country. The Shari’ah governance
framework must be fully complied with all Islamic banking
institutions by 2013 (Vizcano, 2014; Mubeen and others, 2014). The
main target is to provide a sound regulatory framework for Islamic
banks to be operated within the required Sharia framework that will
further strengthen the confidence of all stakeholders in the rapidly
growing Islamic finance industry in Oman (Vizcano, 2014). It is worth
noting that IBRF covers all Islamic banks and windows in Oman.
However, this framework does not include other IFIs such as takaful
companies.

6. 4.3 Types of institutions operating Islamic banking in Oman

Islamic financial services are provided by two types of institutions
under the purview of Islamic Banking Regulatory Framework (CBO,
2012). The first kind of these institutions is full-fledged Islamic banks
that operate Islamic banking business, such as Nizwa Bank and Alizz
Bank. These Islamic banks are regulated under the IBRF 2012. In
addition, these institutions obtain the required license for their
operations under the ambit of this Act.

Conventional banks offering Islamic banking business are the
second type of institutions offering Islamic financial services in
Oman. They are known as “Islamic windows” that apply both
conventional and Islamic banking business.

Table 4.1 Full-fledged Islamic banks

1 Bank Nizwa

2 Bank Alizz
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Lahsasna and Saba (2014) provide a comprhansive roles for
Shari’ah governance in Islamic bank which can be summurized as
following: to ensure all the operations and businesses are Shari’ah
compliant, to enhance equity and transparency in an Islamic bank, to
increase the level of confidence of clients and stakeholders, and also
to find out solutions to develop risk management tools for the
institution. In addition, Shari’ah governance has a responsibility to
ensure all operations of an Islamic bank, its employees, and board of
directors are advancing based on the Shari’ah principles.

As an important part of Shari’ah governance, the Shari’ah
supervisory board has a crucial role in ensuring the Shari’ah
compliance in the institutions. Furthermore, the Shari’ah board has a
duty to achieve the objective of Shari’ah governance system by
providing a sound mechanism to ensure the Shari’ah compliance in
the IFl. Therefore, any arrangement of how the SSB should be
directed and managed in ensuring Shari’ah compliance in IFIs is
considered as a portion of the Shari’ah governance system (ISRA,
2016).

5. Overview on Islamic banking in Oman

The CBO issued the circular #BM1081 to allow the Islamic banks
to operate in the Sultanate in 2011. In 2012, the Sultan of Oman
issued a Royal Decree No. 69/2012, which amended the former
banking law issued by Royal Decree No. 114/2000. A new chapter
was issued by this decree entitled, “Islamic Banking”. This chapter
contains of six Articles that revoked the former provisions that might
contradict them (Ginena and Hamid, 2015).

These articles can be described as follows: first, Article No. 121
provides the provisions, regulation and guidelines that shall apply to
the Islamic banks. Article 122 requires the Board of Governors of
CBO to provide the rules, regulations and circulars for the Islamic
banks. These regulations include, but are not limited to: licensing,
Shari’ah governance, capital, credit, investment and exposure
limitation, accounting reporting, disclosure and risk management.
Avrticle 123 provides that the CBO has the authority to grant licenses
to Islamic banks or windows. Article 124 lays down the activities and
transactions that Islamic banks can conduct in accordance with
Shari’ah compliance and these activities include, but are not limited
to:

1) accepting deposits and managing investments.
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comply with Shari’ah in all its activities. The definition of CBO is
brief and comprehensive. It emphasizes on how IFIs be fully complied
with Shari’ah rules and principles in all their operations and
transactions. However, the definition failed to mention the organs and
necessary arrangements of Shari’ah governance.

4. The significance of Shari’ah governance

The industry of Islamic banking and finance showed a rapid
growth in last few decades globally. Therefore, this advancement
needs to be regulated by such arrangements in form of Shari’ah
governance system in order to ensure the Shari’ah compliance in IFIs
(Aji Haqqi, 2014). Shari’ah governance is presently turning out to be
more distinctive and progressive in parallel with the advancement of
the Islamic finance industry around the world. In view of the high
development and advancement of Islamic finance, Shari’ah
governance of this quickly advancing industry has demonstrated its
significance (Musibah and Alfattani, 2014).

As a component of the corporate governance system in Islamic
banks, Shari’ah governance has a fundamental role in building and
promoting the confidence of the shareholders that all operations,
practices, and activities are in accordance with the requirement of
Shari’ah (Hasan and Sabirzyanov, 2015). Moreover, Ginena and
Hamid (2015) point out that Islamic banks would not be successful
without implementing a proper Shari’ah governance. An effective
Shari’ah governance will enhance the confidence of the shareholders
and the public that all the products and activities are in line with the
Shari’ah rules.

Shari’ah governance is fast becoming a key instrument in Islamic
finance industry. According to Hasan (2007) having an efficient and
comprehensive Shari’ah governance framework is a key factor to
achieve compliance with the Shari’ah law, which is the primary target
of Islamic finance. On the other hand, poor Shari’ah governance may
drive Islamic banks to many problems, and weak Shari’ah governance
may impact the confidence of the shareholders. Poor Shari’ah
governance also may expose IFIs to reputational risks (Laldin, 2012).
Islamic banks without effective Shari’ah governance mechanism may
encounter many challenges to achieve a sound performance and rapid
growth (Chapra and Ahmed, 2002; Pramono, 2005).
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to commercial banks in the Sultanate. The legislations and laws do not
allow Islamic banks to operate in the Sultanate until late 2012 when
the Sultan issued significant amendments to the Banking Law
promulgated by Royal Decree 114/2000. This opened the way for
Islamic banks and the Islamic “windows” of conventional banks to
operate in Oman (Vizcano, 2014).

2. Shari’ah governance

The concept and practice of corporate governance has been
modified to suit the specificities of Islamic jurisdictions whereby the
corporate movement is tailored towards achieving its targets to duly
serve the stakeholders’ interests (Abdul Aziz, 2012). Shari’ah
governance is an extension of corporate governance. The function of
Shari’ah governance is not only to serve the stakeholders’ interests but
also to guarantee that all operations of the IFIs are compliant to the
tenets, conditions, and principles espoused by Shari’ah. An effective
corporate and Shari’ah governance will bring trust by the people in the
financial markets and the credibility of Islamic finance activities
(BNM, 2010).

3. Definition of Shari’ah Governance

Most existing literature do not discuss the formal definition of
Shari’ah governance. The AAOIFI GS. 1-5 remained silent on the
definition of Shari’ah governance, although AAOIFI discussed in
detail the arrangements required for the sound Shari’ah governance.

However, the best definition of Shari’ah governance has been
designed by IFSB (Aji Haqqi, 2014).

IFSB-10 (2009) defines Shari'ah governance as, “a set of
institutional and organizational arrangements through which IFIs
ensure that there is an effective independent oversight of Shari’ah
compliance over the issuance of relevant Shari’ah pronouncements,
dissemination of information, and an internal Shari’ah compliance
review.”

The previous definition of the Shari’ah governance indicate that
IFIs must have a particular arrangements and organs such as Shari’ah
supervisory board and Shari’ah division to ensure the Shari’ah
compliance in the institution.

Central Bank of Oman (CBO) (2012) defines Shari’ah governance
as a system whereby an Islamic financial institution attempts to
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1. Introduction

Islamic banking and finance are considered as one of the most
important aspects of the new universal financial system. The industry
of Islamic banking and finance grew rapidly in the last decades to
become a significant force on the global scale. Moreover, the Islamic
banking industry has succeeded in developing ways to ease its
movement and integration into the universal financial industry
(Hassan, 2014).

The Sultanate of Oman is the most recent country among the six-
nation Gulf Cooperation Council (GCC) to introduce Islamic finance.
The Islamic banking experience in Oman is recent compared to other
Gulf countries. The operation of finance and banking remain limited
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Abstract

Shari’ah compliance is the backbone for the activities and
governance of Islamic banking and finance. All Islamic banks have
responsibility to ensure solid Shari’ah governance to achieve high
level of Shari’ah compliance in their businesses and activities. The
Sultanate of Oman is the most recent country among the six-nation
Gulf Cooperation Council (GCC) to introduce Islamic finance. This
paper investigates the current practice of Shari’ah governance
framework in Oman and its structure and challenges. Primary data for
this study were collected through semi-structured interviews
conducted with members of Shari’ah Supervisory Boards (SSB),
Internal Shari’ah Reviewer and members of Higher Shari’ah
Supervisory Authority (HSSA). The finding of this paper shows that
Oman placed an excellent Shari’ah governance framework and it is
considered one of the best frameworks in Islamic banking industry.
However, there are shortcomings and weaknesses in the current
practice of Shari’ah governance framework such as, lack of
experience, lack of research in field of Islamic banking and finance
and low position of internal Shari’ah reviewer. Finally, this paper
provides some recommendations on how to enhance present Shari’ah
governance framework in Oman.

Keywords: Islamic banking, shari‘ah governance, shari‘ah supervisory
board, regulation, Oman.
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