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ABSTRACT

This article discusses the development of auditing standardization based on Islamic principles as formulated
by AAOIFI (Accounting and Auditing Organization for Islamic Financial Institutions), headquartered in Bahrain.
The study aims to critically analyze AAOIFI approaches and compare them with global audit standardization
practices conducted by the International Auditing and Assurance Standards Board (IAASB) under the
International Federation of Accountants (IFAC). Using methods such as comparison, analysis, and synthesis,
as well as logical and systemic approaches, the authors examined two groups of auditing standards, IAASB
and AAOIFI, highlighting their differences.

Findings reveal that current AAOIFI standards, such as Auditing Standard for Islamic Financial Institutions
ASIFI 1 “Objectives and Principles of Audit” and ASIFI 2 “Audit Report,” have been in use for about 25 years.
These standards are outdated and require urgent transformation. The proposed AAOIFI Standard on Auditing
(SOA) 1 “Audit Foundations” seeks to consolidate existing standards but risks being excessively bulky and
less comprehensible compared to IAASB standards. The authors recommend leveraging IAASB’s experience
to adapt the AAOIFI standards, including the creation of an AAOIFI Assurance Tasks Concept akin to IAASB’s
international concept, enabling clarity and accessibility for global auditing professionals while adhering to
Islamic principles.
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OPUTUHANBHAA CTATbA

KntoueBble CTpaTermm copepLieHCTBoOBaHUA
CTaHAapTU3auUnMn ayamta no NC1aMCKum
npuHUuUMnam

A.P. AxmeTwwmHa?, @.U. Xapucosa®, I.T. Oep3aesa‘, M.A. Anetkun, X.C. YMapos®
ab.cdKazaHckuii henepanbHbii yHuBepcuteT, KasaHb, Poccus;
¢ KBEJ1J1, MockBa, Poccus

AHHOTAUMA
B cTaTbe packpbiBatoTCa HaNpaBieHWUsS pa3BUTUS CTAHAAPTM3ALMMU AYAUTOPCKOM AEATENIBHOCTU MO UCNAMCKUM
npuvHUMnam, paspabatbiBaemble OpraHusaumein no Byxrantepckomy yyeTy U ayamTy Ans UCIaMCKUX GUHAH-
coBbIx yupexpaeHui (Accounting and Auditing Organization for Islamic Financial Institutions — AAOIFI) ¢
LeHTpanbHbiM odurcoM B baxpeiiHe. Llenblo nccnenoBaHms SBaseTcs KpUtnyeckuin aHanus nogxonos AAOIFI
W CpaBHEHME UX C MUPOBOW MPAKTUKOM CTaHAAPTU3auMK ayamTa, ocywectensemMort COBETOM Mo MexXAyHapos-
HbIM CTaHAApTaM ayauTa U NOATBEPXAEHUIO f0CcTOBEpHOCTM MHPopMaunn (IAASB) npu MexayHapoaHoi de-
nfepaumm byxrantepos (IFAC). Mcnonb3ys TakMe MeToAbl, Kak CpaBHEHME, aHaIM3 U CUHTE3, @ TaKXKe NOrnUYecKunii
M CUCTEMHbIV MOAXOAbl, aBTOPbI pACCMOTPEnu ABe rpynnbl ctaHgaptoB ayauta — IAASB u AAOIFI, noguepkHyB
ux pasnuung. Pesynbratbl UCCIef0BaHMS MOKA3bIBAKOT, YTO AeicTBytowme ctaHaaptol AAOIFI, Takue kak CraH-
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[apT ayauTa Ang ucnamckmx GuHaHcoBbix MHCTUTYTOB ASIFIL «Llenn u npuHuunel ayamta» u ASIFI2 «Aygu-
TOPCKMI OTYET», UCMOMb3YIOTCA YK€ OKOJIO 25 NeT. DTM CTaHAapTbl ycTapenu v TpebyroT CpoyHON TpaHchopMma-
unn. Mpepnaraembivi gokyMeHT AAOIFI SOA 1 «OcHoBbI ayauTa» HanpasBiaeH Ha KOHCOMMAAUMIO CYLLECTBYHOLLMX
CTQHLAPTOB, HO MOXET 0KA3aTbCs Ype3MEPHO FPOMO3AKMM M MEHEE MOHSATHLIM MO CPABHEHUIO CO CTaHAAPTaMM
IAASB. ABTOpbI pekOMeHAyYIT 1crnonb3oBath onbiT IAASB nng apantauuun ctaHgaptos AAOIFI, Bkntovas cosna-
HWe KOHLEeNuMM 3a4a4 no obecneyeHunto foctoBepHocT HPopmaumm AAOIFI, aHanormMyHom MexayHapoLHOM
KoHuenunn 1AASB, uto obecneymnT 9CHOCTb M AOCTYNHOCTb A1 MEXAYHAPOAHbIX ayAUTOPCKMX CNELMANNCTOB,
NPUAEPXKMBAACH NPU 3TOM MCIAMCKMX NMPUHLMMOB.

Knrouesbie cnoea: ayouT; CTaHAAPT; CTaHAAPTU3aALMS; NapTHEPCKOe GUHAHCMPOBAHME; MCNAaMCKOe PUHAHCMPO-
BaHWe; ncnaMckmim 6aHkumHr; AAOIFI

Ang yumuposanus: Akhmetshina A.R., Kharisova F.l., Derzayeva G.G., Aletkin P.A., Umarov Kh.S. Key strategies
for improving the standardization of audit under Islamic principles. Review of Business and Economics Studies.
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Introduction

In the context of de-globalization and sanctions

pressure from the US and Western countries, Rus-
sia has increased interest in economic coopera-
tion with Islamic countries. Since September 2023,
Russia has been conducting an experiment to

regulate partnership financing, implemented as a

pilot project in four regions: Tatarstan, Dagestan,
Bashkiria, and the Chechen Republic.

As of January 2, 2025, the Central Bank of Russia
(CBR) had registered 29 legal entities as partici-
pants in this experiment. These entities perform
operations within the framework of partnership
financing,! which include:

» 43%: Sale contracts with deferred payments
(Murabaha)

o 27%: Loan agreements and similar financing
contracts (Mudaraba)

» 18%: Equity financing (Diminishing Mush-
arakah)

» 12%: Leasing agreements (Ijarah)

Geographical distribution: The majority of part-
nership financing operations occur in Tatarstan
(84% of fund allocation transactions). Active fund
placement operations are also conducted in Mos-
cow and the Moscow region (5% of operations), the
Chechen Republic (4%), the Republic of Bashkorto-
stan (2%), the Nizhny Novgorod region (2%), and
other regions of the Russian Federation.?

Legal entities can conduct the following types
of fund placement transactions:

! The Bank of Russia has summed up the first results of the
experiment on partnership financing. 2024. URL: https://cbr.
ru/press/event/?id=23287

2 Review of the partner financing market based on the results
of the survey for 9 months of 2024. URL: https://cbr.ru/analyt-
ics/develop/2024 1/

 Providing funds as loans to individuals and
legal entities.

e Financing individuals and legal entities
through the sale of goods (including real estate)
with deferred or installment payments, accompa-
nied by compensation for granting the deferred
payment.

e Financing individuals and legal entities
through financial leasing agreements, contribu-
tions to the authorized (charter) capital of legal
entities, and joint activities under simple or in-
vestment partnership agreements.

On September 12, 2023, the Ministry of Finance
of Russia published information notice No. IS-Ac-
counting-45, titled “Accounting for Partnership
Financing Activities.” The Central Bank of Russia
(CBR) has also issued several regulatory acts related
to partnership financing.

One of the key quality control functions for man-
aging partnership financing activities is auditing.
In Russia, auditing activities have been carried
out since 2017 in accordance with International
Standards on Auditing (ISAs), developed by the
International Auditing and Assurance Standards
Board (IAASB) of the International Federation of
Accountants (IFAC). To ensure proper auditing for
partnership financing management, it is logical to
extensively study and adopt the experiences accu-
mulated in Islamic countries, adapting them to the
specific national characteristics. This experience is
examined in more detail below.

To date, the Accounting and Auditing Organi-
zation for Islamic Financial Institutions (AAOIFI),
headquartered in Bahrain, has developed and im-
plemented six standards for independent auditing
(ASIFIs). Furthermore, for audits covering annual
periods starting on or after January 1, 2020, inde-
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pendent auditors of Islamic financial institutions are
required to apply both auditing standard ASIFI No. 2
“Audit Report” and the public document “Auditing
Guidance Note (AGN) No. 02: Audit Report.” This
guidance was issued by the “Professional Auditing
Standards Committee” (PASC) of AAOIFI on Decem-
ber 18, 2018. The PASC is an authorized joint com-
mittee of the Governance and Ethics Board (AGEB)
and the Accounting Board (AAB) of AAOIFI. It sup-
ports both boards in the development and updating
of professional auditing standards and is authorized
to issue guidance on auditing when necessary.

The first standard, ASIFI No. 1, “Objectives and
Principles of Audit”, stipulates that for issues not
specifically regulated by the six auditing standards
(ASIFIs), International Standards on Auditing (ISAs)
by IAASB should be applied, provided they do not
contradict the principles and rules of Shariah. Shariah
(from Arabic “ash-shar’ah” — “law” or “straight path”)
encompasses the religious and legal norms that Mus-
lims must follow. Additionally, AAOIFI has developed
a governance standard for Islamic financial institu-
tions called “Internal Shariah Audit” (Governance
Standard 11 — GS 11), effective from internal Shariah
audit reports covering periods starting July 1, 2021.

As of December 2024, there are 48 ISAs (ISA
IAASB) in effect globally, which are mandatory
for auditors and audit organizations in Russia. In
contrast, AAOIFI has chosen to develop a limited
set of standards based on ISAs. These standards
emphasize specific aspects of auditing related to
Shariah principles, the unique features of busi-
ness models, and the organizational structures of
institutions operating under Islamic principles. For
elements not covered by these six standards, AAOIFI
recommends applying other standards, primarily
ISAs, under the strict condition that they do not
contradict Islamic principles.

Literature review
The study of auditing activities in accordance with
Islamic standards has a long history. The earliest
academic publications on this topic date back to
the 1980s, with works by M. A. Khan [1], T. Kuran
[2], and R.A.A. Karim [3]. Their research initiated
a broader academic interest in auditing practices
based on Islamic financial principles. During the
1990s, their efforts were advanced by Archer et al.
[4], and Rahman et al. [5]. These works were mo-
tivated by increasing dissatisfaction among users
of financial statements regarding their alignment

with Shariah principles and rules. Addressing this
need became the focus of AAOIFT’s efforts.

Over time, scholarly interest in auditing based
on Islamic principles grew rapidly, driven by the
regular practices of Islamic financial institutions.
Notable contributions during this period include
works by Binti Kasim et al. [6], Uddin et al. [7], Kasim
et al. [8], Khalid et al. [9], and Isa et al. [10].

Among contemporary researchers focusing on
auditing under Shariah principles, scholars such as
Khatib et al. [11], Faza et al. [12], Uula [13], Sani and
Abubakar [14], Mubtadi and Iswati [15] stand out.

International research on Islamic auditing stand-
ards is extensive, diverse, and highly relevant to
Russia. A distinctive feature of these studies is the
presence of practical experience in conducting au-
dits in accordance with Shariah principles within
Islamic financial institutions.

In contrast, research in Russia on auditing un-
der Islamic principles is relatively limited. This is
primarily due to the federal law on partnership
financing being passed only in 2023, coupled with
the lack of practical experience in conducting audits
under Shariah principles and rules. Consequently,
Russian studies often rely on translations of foreign
works. Despite these challenges, Russian scholars
are increasingly focusing on auditing under Islamic
principles. Notable contributions include works by
A.K. Dashin [16], A.R. Yusupova [17], I.G. Khairul-
lin et al. [18], A.M. Yuldashev [19], I.V. Novikova
[20], F.I. Kharisova et al. [21], N.M. Yartseva and
A.A. Sander [22], G.N. Khadiullina [23], D.R. Sa-
bitova, Y.V. Voskoboynik and E.E. Imamkulieva [24],
A.A. Bisultanova [25], and R.I. Bekkin [26].

Methodology

Based on the findings from the analysis of aca-
demic literature and works addressing the regula-
tion of auditing activities both internationally and
in Russia, with a focus on audit standardization,
this study aims to justify and develop recommen-
dations for improving audit standardization in
the area of partnership financing. This is achieved
through a comprehensive critical analysis of the
AAOIFTI’s proposed directions for developing au-
diting based on Islamic principles and their com-
parative evaluation with audit standardization
efforts conducted by the International Auditing
and Assurance Standards Board (ISA TAASB IFAC).

To achieve this goal, two main tasks were iden-
tified:
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1. Critically examine the state and improvement
plans for the standardization of auditing activities
based on Islamic principles as regulated by AAOIFI.

2. Conduct a comparative critical evaluation of
the audit standardization processes carried out
by the Accounting and Auditing Organization for
Islamic Financial Institutions (AAOIFI) and the
International Auditing and Assurance Standards
Board of the International Federation of Account-
ants (IAASB IFAC), as well as their application in
Russia.

The results of this evaluation are expected to
form the basis for conclusions and justification
of specific directions for improving audit stand-
ardization to be applied in partnership financing
activities in Russia.

To accomplish these tasks, the following meth-
ods were utilized:

» Analysis of academic literature to study the
current state of the research problem.

* Monitoring and evaluating the dynamic
changes in auditing standards developed by AAO-
IFT and IAASB IFAC for their subsequent improve-
ment.

 Synthesis of approaches to improving audit
standardization based on Islamic principles.

Results
A comparative assessment of the audit standardi-
zation conducted by the Accounting and Auditing
Organization for Islamic Financial Institutions
(AAOIFI) and the International Auditing and As-
surance Standards Board (IAASB) is summarized
in Table 1.

Comparison of AAOIFI and IAASB approach-
es to audit standardization. AAOIFI and IAASB
pursue distinct objectives and employ different
approaches to the standardization of auditing ac-
tivities. AAOIFI focuses on developing standards
aligned with Shariah principles, exclusively appli-
cable to Islamic financial institutions. In contrast,
IAASB aims to create universal standards suitable
for any country or economic sector. Both organi-
zations play significant roles in their respective
domains, but their influence and scope of applica-
tion differ substantially.

3 AAOIFI issues Financial Accounting Standard (FAS) 40 “Fi-
nancial Reporting for Islamic Finance Windows”. URL: https://
aaoifi.com/announcement/aaoifi-issues-financial-account-
ing-standard-fas-40-financial-reporting-for-islamic-finance-
windows/?lang=en

Development of AAOIFI Standards. To im-
prove the standardization of auditing activities,
AAOIFI initiated a project in 2019 to revise auditing
standards in light of Shariah principles and modern
practices. The auditing standards for Islamic finan-
cial institutions, currently known as “ASIFIs,” are
proposed to be renamed to “Standards on Audit-
ing (SOAs)” under AAOIFI. In 2023, the regulator’s
website published a draft of SOA AAOIFI 1, “Foun-
dations of Auditing.” According to the project, this
standard aims to consolidate and replace existing
auditing standards, including:

« ASIFI 1: “Objectives and Principles of Auditing”

o ASIFI 2: “Audit Report”

« ASIFI 3: “Terms of Audit Engagements”

« ASIFI 5: “Auditor Responsibilities in Reviewing
Fraud and Errors in Financial Statements”

* Audit Guidance Note (AGN) No. 02 issued by
AAOIFT’s Professional Auditing Standards Com-
mittee (PASC), “Audit Report.”

The purpose of SOA AAOIFI 1 is to provide audi-
tors with a comprehensive foundation for auditing
financial statements of institutions that comply
with Shariah principles and rules.

Scope of Application. The draft standard clari-
fies its scope, specifying its application to auditing
the financial statements of institutions reporting
in accordance with Shariah principles. While pri-
marily intended for Islamic financial institutions
(IFIs), the standard may also apply to other entities,
such as social financial institutions and organiza-
tions practicing Islamic financial structures and
operations.

Exclusions. The draft standard does not apply to:

 Business operations or structures offered by
conventional financial organizations, as outlined
in AAOIFT’s Financial Accounting Standard (FAS 40),

“Financial Reporting for Organizations Using Islamic
Financing Mechanisms.”

» Organizations engaging in traditional economic
activities without adherence to Shariah principles
or governance structures.

Glossary and Objectives of the Proposed SOA
AAOIFI 1 Standard

In line with ISA TAASB, the proposed SOA AAOIFI
1 standard contains a concise glossary of definitions.*
Alongside terms present in ISA TAASB 200 (“Overall

*+ International standard on auditing 200 “primary objectives
of the independent auditor and conducting an audit in accord-
ance with international standards on auditing”. URL: https://
www.consultant.ru/document/cons_doc_ LAW 317258/
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Table 1

Comparative evaluation of audit standardization by AAOIFI and IAASB

Comparison
Parameter

AAOIFI

IAASB

Goals and Objectives

Scope of Application

Standard
Development
Methodology

Principles and
Approaches to
Auditing

Role and Impact on
International Markets

Auditor Qualifications

Certification and
Accreditation Process

AAOIFI focuses on developing standards
for auditing, accounting, ethics, corporate
governance, and Shariah compliance

in the context of Islamic finance. These
standards aim to ensure that Islamic
financial institutions adhere to Shariah
principles. Specific requirements for
Islamic institutions are a priority*

AAOIFI standards apply exclusively

to Islamic financial institutions such

as banks, Takaful companies, and
investment funds. They account for
Islamic business principles, including
prohibitions on usury (riba), uncertainty
(gharar), and speculative transactions
(maysir)

AAOIFI develops standards through
consultations with Islamic finance
experts, Shariah board representatives,
and other stakeholders. Religious
scholars’ views are essential to ensure
Shariah compliance. Collaboration with
national regulators and international
organizations is also emphasized?

AAOIFI standards emphasize adherence
to Shariah principles in audits, including
compliance with the prohibition of
interest and speculative transactions.
Islamic financial products like
Murabaha, Musharaka, and Sukuk are key
considerations

While AAOIFI’s influence is limited to
regions with significant Islamic finance,
the standards are pivotal in developing
Islamic financial instruments and
enhancing investor trust

Auditors following AAOIFI standards
must understand accounting, auditing,
and Islamic law (Figh). Specialized
training and certification are required

AAOIFI offers certification services,
emphasizing institutional capacity-
building and professional development
programs to align with its goals.
Certification requires compliance
audits by internal or external auditors
accredited by AAOIFI®

IAASB develops international auditing
standards and related services like
review engagements and agreed-upon
procedures. The goal is to ensure high-
quality audits and enhance global trust in
financial reporting. The standards aim for
harmonization across jurisdictions

IAASB standards are universal and

apply to all organizations regardless of
religious or geographical affiliation. Their
purpose is to create a unified approach
to auditing and increase financial
transparency worldwide

IAASB employs a formalized approach,
including public consultations,
discussions with professional
communities, and analysis of best
practices. The development process
considers input from global audit firms
and regulatory bodies

IAASB standards focus on auditor
independence, objectivity, and ethical
conduct. Auditors are guided by principles
like integrity, professionalism, and
confidentiality. The standards cover

a broad spectrum of auditing and
assurance services

IAASB standards are globally recognized
and foster trust in financial reporting.
They are widely supported by leading
audit firms and regulators worldwide

Auditors under IAASB must hold
professional qualifications like Certified
Professional Accountant (CPA) or
equivalent. Continuing education is
mandatory, but specialization in Islamic
law is not required

Certification is managed at the national
level by professional bodies (e.g., AICPA
in the U.S., ICAEW in the U.K.,and SRO in
Russia)*. IAASB does not certify auditors
but provides the foundation for national
systems®
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Table 1 (continued)

Comparison
P AAOIFI IAASB
Parameter
. Compliance with AAOIFI standards is Compllance with IAASB standards is
Compliance . monitored through national regulatory
R ensured through internal and external . . L=
Monitoring . . o systems, with oversight bodies in
. audits. Regular reviews and monitoring .
Mechanism each country ensuring adherence to

6
are conducted to uphold standards international standards’

AAOIFI promotes its standards among
Islamic financial institutions and
regulators. It collaborates with global
organizations like the World Bank to
integrate its standards®

IAASB promotes its standards through
partnerships with national organizations
and international financial institutions. It
provides guidance materials and training
for stakeholders

Promotion and
Development of
Standards

Source: Compiled by the authors.

!t Ordinary capital resources financial statements and independent auditor’s report for the year ended 31 December 2023.
Islamic development bank. URL: https://2023.ar.isdb.org/wp-content/uploads/2024/04/IsDB_Financial-Statments-2023_
EN.pdf

2 Ordinary capital resources financial statements and independent auditor’s report for the year ended 31 December 2023.
Islamic development bank.URL: https://2023.ar.isdb.org/wp-content/uploads/2024/04/IsDB_Financial-Statments-2023_EN.pdf
® Financial Accounting Standard No. (1) General Presentation and Disclosure in the Financial Statements of Islamic Banks and
Financial Institutions. URL: https://aaoifi.com/financial-accounting-standard-no-1-general-presentation-and-disclosure-in-
the-financial-statements-of-islamic-banks-and-financial-institutions/?lang=en

4 Objectives and Principles of Auditing. URL: https://aaoifi.com/themencode-pdf-viewer-sc/?lang=en &tnc_pvfw=ZmlsZT1lodHR
wczovL2Fhb2lmaS5jb20vd3AtY29udGVudC91cGxvYWRzLzIwMjMvMDIvOXVkaXRpbmctc3RhbmRhecmQtTm8uLTELT2)qgZWNOa
XZILWFuZC1QcmluY2lwbGVzLWIMLUF1ZGl0aW5nLnBkZiZzZXR0aW5nczOWMDEWMDAXMTEWMDAWMDEXMTAwImxhbmc9Z
W4tVVM=#page=8&zoom=&pagemode=none

> Objectives and Principles of Auditing. URL: https://aaoifi.com/themencode-pdf-viewer-sc/?lang=en&tnc_pvfw=ZmlsZT1odHR
wczovL2Fhb2ImaS5jb20vd3AtY29udGVudC91cGxvYWRzLzIwMjMvMDIvOXVkaXRpbmctc3RhbmRhecmQtTm8uLTELT2)qgZWNOa
XZILWFuZC1QcmluY2lwbGVzLWImMLUF1ZGl0aW5nLnBkZiZzZXR0aW5nczOWMDEWMDAXMTEWMDAWMDEXMTAwImxhbmc9Z
W4tVVM=#page=&zoom=&pagemode=none

6 Auditors Report. URL: https://aaoifi.com/themencode-pdf-viewer-sc/?lang=en &tnc_pvfw=ZmlsZT1lodHRwczovL2Fhb2lmaS5j
b20vd3AtY29udGVudC91cGxvYWRzLzIwMjMvMDIvOXVkaXRpbmctc3RhbmRhecmQtTm8uLTItOXVkaXRvenMtUmVwb3JOLnBKZi
Zz7XR0aW5nczOWMDEWMDAXMTEWMDAWMDEXMTAwWImxhbmc9ZW4tVVM=#page=&zoom=&pagemode=none

7 Terms and Audit Engagement. URL: https://aaoifi.com/themencode-pdf-viewer-sc/?lang=en&tnc_pvfw=ZmlsZT1lodHRwczovL
2Fhb2lmaS5jb20vd3AtY29udGVudC91cGxvYWRzLzIwMjMvMDIvOXVkaXRpbmctc3RhbmRhcmQtTm8uLTMtVGVybXMtb2YtOXV
kaXQtRW5nYWdlbWVudC5wZGYmc2V0dGluZ3MIMDAXMDAWMTEXMDAWMDAXMTEWMCZsYW5nPWVULVVT#page=&zoom=&
pagemode=none

& Auditors Responsibility to Consider Fraud and Error in an Audit of Financial Statements. URL: https://aaoifi.com/
themencode-pdf-viewer-sc/?lang=en &tnc_pvfw=ZmlsZT1lodHRwczovL2Fhb2lmaS5jb20vd3AtY29udGVudC91cGxvYWRzLzIwM
jMvMDIvOXVkaXRpbmctc3RhbmRhecmQtTm8uLTUtOXVkaXRvenMtUmVzcG9uc2liaWxpdHktdG8tQ29uc2lkZXItRnJhdWOtYW5k
LUVycmOyLWIULWFULUF1ZGLOLWOmMLUZpbmFuY2lhbC1TdGFOZW1lbnRzLTIucGRmJNNIdHRpbmdzPTAWMTAWMDEXMTAWMD
AWMTEXMDAmMbGFuZz1lbilVUw==#page=&zoom=&pagemode=none

Objectives of the Independent Auditor and the Con- due to fraud or error. This enables the auditor

duct of an Audit in Accordance with International
Standards on Auditing”), the proposed standard
includes specific terms such as “Shariah principles
and rules,” “external Shariah auditor,” “internal Sha-
riah auditor,” “Shariah Supervisory Board,” “primary
opinion,” “supplementary opinion,” and others.

The primary objectives of the auditor under the
SOA AAOIFI 1 project are:

1. To obtain “reasonable assurance” that the
institution’s financial statements as a whole
are free from material misstatement, whether

to express an opinion on whether the financial
statements are prepared, in all material respects,
in accordance with applicable financial report-
ing standards (i.e., AAOIFI Financial Accounting
Standards and the “AAOIFI Conceptual Frame-
work for Financial Reporting”).’

2. To obtain “reasonable assurance” that the
organization has, in all material respects, adhered

5 Conceptual Framework for Financial Reporting. URL: https://
minfin.gov.ru/common/upload/library/2015/01/main/concep-
tual.pdf
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to Shariah principles and rules regarding financial
contracts and transactions during the period cov-
ered by the audited financial statements.

3. To present an Audit Report on the financial
statements.

For comparison, ISA TAASB 200 (on which the
SOA AAOIFI 1 project is based) outlines the key
objectives of the auditor as:

 Obtaining “reasonable assurance” that the
financial statements as a whole are free from
material misstatement, whether due to fraud or
error.

» Preparing and issuing an opinion on the
financial statements in accordance with the re-
quirements of ISA.

Requirements of SOA AAOIFI 1. The proposed
standard, “Foundations of Auditing,” includes an
extensive list of requirements related to:

« Initiating and preparing for the audit.

« Ethical principles.

* Quality management.

» Conducting the audit.

 Planning and risk assessment.

» Audit sampling.

 Fraud and error review.

 Other critical issues during the audit.

» Documentation and archiving.

 Audit completion.

e Communication with those charged with
governance.

» Communication with representatives of the
Shariah Supervisory Board.

» Evaluation of the auditee’s going concern
status.

» Review of subsequent events.

 Audit opinion, its components, and presen-
tation.

» Modifications to the audit opinion and its
types.

These comprehensive requirements are detailed
in the proposed standard, covering a wide range of
topics. For instance, regarding the audit opinion,
SOA AAOIFI 1 obliges the auditor to examine key
and detailed questions concerning compliance with
Shariah principles and rules from two perspectives:
the primary opinion and the supplementary opinion.

Directions for Audit Standardization in Rus-
sia. The implementation and application of AAOIFI
and IAASB standards in Russia are summarized in
Table 2, focusing on their respective roles in enhanc-
ing audit practices and financial reporting in the

context of partnership financing and international
integration.

Harmonization with International AAOIFI
Standards Leveraging AAOIFI’s experience in ac-
counting, control, and audit standardization within
Islamic financial institutions as a basis for creating
Russia’s legal and regulatory framework for part-
nership financing. This will enhance trust among
investors from Islamic countries and expand geo-
economic relations. Harmonization with Interna-
tional IAASB Standards Russia aims to integrate
into the global economy and improve its investment
appeal. Implementing IAASB standards allows Rus-
sian companies to meet international audit and
reporting requirements, increasing foreign inves-
tor trust and facilitating access to global capital
markets.

Attracting Investments from the Persian Gulf and
Southeast Asia Russia increasingly attracts foreign
investments from the Middle East and Southeast
Asia, where Islamic finance plays a significant role.
Applying AAOIFI standards will enhance inves-
tor trust from these regions in Russian projects
and companies, boosting capital inflow. Improv-
ing Financial Reporting Quality IAASB standards
focus on improving financial reporting quality and
transparency. Introducing these standards into
Russian practices reduces fraud and accounting
errors, positively affecting the reputation of Rus-
sian companies.

Enhancing Collaboration with International
Partners from the Middle East and Southeast Asia
Applying AAOIFI standards will expand interactions
with foreign counterparts, as accounting, control,
and auditing are based on unified principles and
rules of ethical, responsible business conduct. En-
hancing Collaboration with International Partners
in Traditional Economies Many Russian companies
work with foreign partners, particularly in exporting
and importing goods and services. IAASB standards
simplify interactions with foreign counterparts, as
they are based on unified principles and approaches
to auditing and reporting.

Training Specialists in Partnership Financing in
Russia, training specialists in accounting, control,
and auditing within partnership financing manage-
ment systems is critical. Preparations must begin
promptly. The Institute of Management, Econom-
ics, and Finance at Kazan Federal University has
developed relevant programs, including a master’s
program accredited by AAOIFI in 2024, titled “Audit
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Table 2

Directions for audit standardization by AAOIFI and IAASB in Russia

Directions for Applying AAOIFI Standards in Russia

Directions for Applying IAASB Standards in Russia

Harmonization with International AAOIFI Standards.
Leveraging AAOIFI’s experience in accounting, control,
and audit standardization within Islamic financial
institutions as a basis for creating Russia’s legal and
regulatory framework for partnership financing. This
will enhance trust among investors from Islamic
countries and expand geo-economic relations

Attracting Investments from the Persian Gulf and
Southeast Asia. Russia increasingly attracts foreign
investments from the Middle East and Southeast
Asia, where Islamic finance plays a significant role.
Applying AAOIFI standards will enhance investor
trust from these regions in Russian projects and
companies, boosting capital inflow

Enhancing Collaboration with International Partners
from the Middle East and Southeast Asia. Applying
AAOIFI standards will expand interactions with
foreign counterparts, as accounting, control, and
auditing are based on unified principles and rules of
ethical, responsible business conduct

Training Specialists in Partnership Financing. In
Russia, training specialists in accounting, control, and
auditing within partnership financing management
systems is critical. Preparations must begin promptly.
The Institute of Management, Economics, and Finance
at Kazan Federal University has developed relevant
programs, including a master’s program accredited

by AAOIFI in 2024, titled “Audit and Financial
Management”.

Harmonization with International IAASB Standards.
Russia aims to integrate into the global economy
and improve its investment appeal. Implementing
IAASB standards allows Russian companies to meet
international audit and reporting requirements,
increasing foreign investor trust and facilitating
access to global capital markets

Improving Financial Reporting Quality. IAASB
standards focus on improving financial reporting
quality and transparency. Introducing these standards
into Russian practices reduces fraud and accounting
errors, positively affecting the reputation of Russian
companies

Enhancing Collaboration with International Partners
in Traditional Economies. Many Russian companies
work with foreign partners, particularly in exporting
and importing goods and services. IAASB standards
simplify interactions with foreign counterparts, as
they are based on unified principles and approaches
to auditing and reporting

Training Specialists. Implementing IAASB standards
required retraining and skill enhancement for
Russian auditors. This created new opportunities for
professional growth and strengthened the position of
Russian specialists in the labor market.

Source: Compiled by the authors.

and Financial Management.”® Training Specialists

Implementing IAASB standards required retraining
and skill enhancement for Russian auditors. This

created new opportunities for professional growth

and strengthened the position of Russian special-
ists in the labor market.

Challenges in implementing AAOIFI
standards in Russia
1. Regulatory barriers: Russian legislation and
regulatory systems are not yet adapted to meet the
needs of Islamic partnership financing. Develop-

¢ Federal Law dated 02.07.2021 No. 359-FZ “On Amendments
to Certain Legislative Acts of the Russian Federation and Rec-
ognition as Invalid of Certain Provisions of Legislative Acts
of the Russian Federation”. URL: https://www.consultant.ru/
document/cons_doc LAW 389138/

ing an appropriate legal framework will require
significant effort and time.

2. Cultural differences: When developing
partnership financing standards in Russia, chal-
lenges may arise due to cultural differences and
the population’s lack of awareness about Islamic
partnership financing principles. Educational
programs and awareness campaigns are needed
to address this.

3. Lack of qualified specialists: Russia currently
has few specialists with the necessary expertise in
accounting, control, and auditing within partner-
ship financing management systems. Developing
this sector will require training a new generation
of professionals.

4. Competition with traditional financial prod-
ucts: Islamic financial processes and products will
compete with traditional, well-established ones
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in the Russian market. The success of partnership

financing and its standards’ development will de-
pend largely on the ability to offer competitive

processes and products.

Discussion
Recommendations for improving the SOA AAOIFI
1 Standard and Audit Standardization in partner-
ship financing:

1. Streamlining the SOA AAOIFI 1 Structure. The
proposed SOA AAOIFI 1 standard includes an ex-
cessive number of categories of auditing activities,
making it unnecessarily complex and difficult to
comprehend. Its structure requires improvement,
modeled after the widely used ISA TAASB standards,
which have been effectively implemented globally,
including in Russia.

2. Introducing the “AAOIFI Assurance Task Con-
cept”. The authors recommend presenting the cat-
egories of auditing activities in SOA AAOIFI 1 as
an “AAOIFI Assurance Task Concept.” This concept
should be developed based on the “International
Assurance Framework” by IAASB, which is already
applied in numerous countries and is periodically
updated to ensure relevance.

3. Phasing Out-Outdated AAOIFI Audit Stand-
ards. Given their obsolescence, it is critical to
promptly discontinue the current AAOIFI audit
standards (ASIFI 1, ASIFI 2, ASIFI 3, and ASIFI 5)
in favor of a more streamlined and modernized
approach.

4. Developing specialized training programs in
Russia. To ensure proper auditing support for or-
ganizations offering partnership financing services
in Russia, it is essential to establish specialized
educational and retraining programs in relevant
universities. These programs should focus on pre-
paring qualified professionals in accounting and
auditing within the management system of this
sector.

5. Adopting AAOIFT’s expertise in standardiza-
tion. There is a pressing need to develop auditing
standardization for partnership financing in Rus-
sia. This process should critically, extensively, and
promptly leverage AAOIFI’s valuable and long-
standing experience in standardizing management
functions within this domain.

Conclusions
Analysis and recommendations for the pro-
posed SOA AAOIFI 1 Standard. The require-

ments of the proposed AAOIFI standard are
methodologically analogous to those outlined
in several ISAs (International Standards on Au-
diting by IAASB), with the exception of the con-
ceptual focus on the prioritization of compli-
ance with Shariah principles and related issues,
as illustrated through the example of the audit
opinion. However, the proposed SOA AAOIFI 1
standard, encompassing an excessive number
of significantly varied categories, is difficult to
comprehend. The complexity is further exacer-
bated by the standard’s structure, which fails to
incorporate the improved format of ISAs (IAS
IAASB). The ISAs are designed to facilitate in-
formation assimilation with a structure divided
into two parts: the first part includes an intro-
duction, objectives, definitions, and a summary
of requirements, while the second part provides
application guidance and additional explanatory
material.

Comparative evaluation and suggested
improvements. A comparative evaluation of the
existing AAOIFI audit standards (ASIFI), the pro-
posed SOA AAOIFI 1 standard, the “International
Framework for Assurance Engagements,” and ISAs
(IAS TAASB) suggests that it is advisable to present
most of the SOA AAOIFI 1 requirements in the form
of an “AAOIFI Assurance Framework.” Similar to
the IAASB’s International Framework, this AAOIFI
framework would allow auditors to first study fun-
damental concepts as guiding principles, including:

« Ethical principles

« Principles of professional conduct

 Quality management principles in auditing

» Types and objectives of assurance engage-
ments

» Preconditions for accepting audit engage-
ments

« Audit reports or assurance engagement re-
ports

 Audit sampling

» Materiality

e Audit risks

 Auditor and management responsibilities.

This framework could then move into specific
details for application. Combining multiple stand-
ards into a single standard complicates the under-
standing of audit categories, such as those related
to the audit opinion. For instance, the audit opinion
concept is addressed across four distinct ISAs (IAS
IAASB). Thus, there is a pressing need to urgently
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revise outdated AAOIFI audit standards, such as
ASIFI 1 (“Objectives and Principles of Audit”) and
ASIFI 2 (“Audit Report”), which have been in use
for over 25 years.

Certification and qualifications for Russian
auditors. To ensure proper auditing for organi-
zations providing partnership financing services
in Russia, it is necessary for Russian auditors to
study and pass exams to obtain the international
CIPA qualification. This requires candidates to pass
examinations under AAOIFI requirements. Start-
ing this year, these exams are available not only

in English and Arabic but also in Russian and can
be taken online.

Leveraging experience from IAASB and
AAOIFI. Considering the long history of auditing
in market economies, the extensive experience in
standardization, and the relatively short period
of standardization based on Islamic principles by
AAOIFI, it is constructive to develop audit stand-
ardization by leveraging IAASB’s achievements
while prioritizing the positive experience accu-
mulated by AAOIFT in standardizing management
functions for partnership financing.
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