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Abstract:

Algeria’s Islamic finance sector is progressing toward establishing robust legal frameworks by
engaging with Sharia advisory bodies. However, challenges persist in aligning practical
applications with AAOIFI Sharia standards, particularly regarding the Murabaha contract (cost-
plus sale) for purchase orders. Research highlights discrepancies in practices at Algerian Islamic
banks like Al Baraka, where procedural imbalances contradict AAOIFI guidelines. A key issue
involves imposing late payment penalties on indebted clients, which violates Sharia principles
prohibiting debt escalation and constitutes usury (riba). The study emphasizes AAOIFI’s rigorous
13-stage standard-setting process, underscoring its role in harmonizing Islamic financial practices
with jurisprudential ethics. Findings urge Algerian institutions to adopt stricter adherence to these
standards to resolve jurisprudential ambiguities and ensure compliance with Islamic law, fostering

trust and sustainability in the industry.
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