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Abstract | The complete transformation of libya's banking system to operate in accordance
with Islamic law has resulted in financial obligations to banks from the period
before the transition, which requires legitimate and economic remedies, on the
legitimate side of how the shariah provisions regulate the effects of this
transformation, but on the economic side how the obligations arising from the
transformation process affect the financial performance of the banking sector.
This study aims to identify and discuss the illegal financial commitments that
have resulted from the transformation of the Libyan banking sector towards
Islamic banking, and to measure its impact on the financial performance of
Libyan banks, and how to deal with them legitimately. The study used both the
analytical descriptive approach and the statistical analytical approach. The
study found that although many legitimate remedies were developed to address
financial obligations before the transition, on the economic side Libyan banks
lack financial and accounting mechanisms to translate legitimate treatments
into practical solutions that comply with Islamic law, and also found that the
illegal financial obligations resulting from the transformation process
significantly affect the financial performance of Libyan banks as the rate of
profitability of banks in Libya decreased as a result of the application of the Law
on the Elimination of Riba interests.
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