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Shariah audit as part of Shariah Governance
Framework
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Source: SGF for Islamic Financial Institutions, 26 October 2010 (www.bnm.gov.my)



Shariah non-compliance risk is a key risk
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Definition of Shariah audit (BNM)

• Shariah audit refers to the periodical assessment conducted from
time to time, to provide an independent assessment and objective
assurance designed to add value and improve the degree of
compliance in relation to the IFI’s business operations, with the
main objective of ensuring a sound and effective internal control
system for Shariah compliance.
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system for Shariah compliance.

Source: Shariah Governance Framework, BNM]



Definition of Shariah audit (AAOIFI)

• The primary objective of the internal Shariah review (carried out by
independent division or part of internal audit department) is to
ensure that the management of an IFI discharge their responsibilities
in relation to the implementation of the Shariah rules and principles
as determined by the IFI’s Shariah Supervisory Board (SSB).
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Source: Governance Standard for IFI No.3, AAOIFI



Shariah audit: A survey
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Profile of survey respondents
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Survey result: Shariah audit talent pool
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Survey result: Shariah audit competencies
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Survey result: Shariah audit coverage
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Survey result: Risk assessments in Shariah audit
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Survey result: Shariah scholars involvement
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Shariah audit opinion: Assertions
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Survey result: Shariah audit and IT system
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Take away points

• Shariah non-compliance risk is a key, emerging risk

• Organised methodology for Shariah audit needed

• Scoping of Shariah audit universe

• Shariah risk assessments
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• Shariah audit planning procedures

• Audit testing methodology

• Reporting and rating methodology

• Coordination with the work performed by Shariah review function

• Link between the Shariah audit opinion and the work performed

• Investments in Shariah audit expertise and knowledge are key
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This publication has been prepared for general guidance on matters of interest
only, and does not constitute professional advice. You should not act upon the
information contained in this publication without obtaining specific professional
advice. No representation or warranty (express or implied) is given as to the
accuracy or completeness of the information contained in this publication, and, to
the extent permitted by law, PricewaterhouseCoopers, its members, employees
and agents do not accept or assume any liability, responsibility or duty of care for
any consequences of you or anyone else acting, or refraining to act, in reliance on
the information contained in this publication or for any decision based on it.
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