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ABSTRACT

This study aims to explore solutions for liquidating prohibited financial
obligations that have arisen due to the transformation of banks from the
conventional banking system to the Islamic banking system, with a particular
focus on the extent to which these obligations impact the success of the banking
transformation project in Afghanistan. Employing the descriptive-analytical
method and field research approach, the study finds that prohibited financial
obligations refer to all liabilities incurred by the bank under non-compliant
contracts. Such obligations must be avoided through any permissible means, even
if this necessitates bearing financial compensation for their termination and
abandonment. The study also indicates that current accounts do not require any
corrective measures due to their exemption from interest-based transactions, nor
do fully covered letters of credit. Conversely, fixed deposits, savings accounts,
uncovered letters of credit, and bonds involve the payment of interest on debts,
necessitating negotiations to eliminate interest and convert these debts into
Shariah-compliant financial structures. Furthermore, the findings reveal that
prohibited financial obligations do not pose a significant obstacle to the
Islamization of conventional banks in Afghanistan. This is primarily because most
banking deposits were held in current accounts, the use of letters of credit was
limited, and banks were not involved in issuing interest-bearing bonds due to the
absence of a secondary market for trading them.

Keywords: Sharia compliance, prohibited financial obligations, banking
conversion, Islamic banking system.
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