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Agency Contract and its Applicationsin | slamic Banks

Abstract: This study investigated the agency contract subject and its
implementations in Islamic banks. As it was divided into three sections: the
first one; rummage in agency theory from the economic point of view, and
studying it from the point of philology and law, by taking in consideration the
discussion of agency's effects and its completion cases.

The second discussed two types of agency, the commission agency and the
antagonism agency. A conversation was made about the general rules of the
commission agency, and discussing its effects, wherefrom the obligations of
the agent, client and his guarantees. And investigating the relation resulted
from the commission agency between the agent the client and others, and
determining the cases which terminate the commission agency. Also the cases
of antagonism agency were detailed; its definitions and limitations were
mentioned.

The third dealt with agency applications in banking operations of 1slamic

banks, which comprise: the credit card, and how thisformula contains agency.
Then the credit paper, especially its legal definition, the legidation rules of
this formula, and discussion the different views that related to it. Then the
promissory note, as the procuration endorsement notion was discussed,
besides the legidation adaptation of this formula. Also the collection of
commercial papers and their discount was discussed, and the results of the
discount process besides its legidation adaptation.
The credit by acceptance was searched, especially its adaptation as an agency
and the discussion of this adaptation, besides the banking remittance with its
definition and adaptation as an agency, and the objections concerning this
formula.

The underwriting process and its manner were defined besides its

adaptation. A conversation was done about the paper money and its
adaptation. Besides the banking guarantee or warranty letters. The exchange
with its cases and descriptions were defined.
The most important result of this research isthe availability - entirely or high
rates - of (wel known in Idamic jurisprudence agency) contract
characteristics and nooks in some of modern investments formulas in
contracts, such as credit card, bill of exchange or delegacy endorsement, and
money change. and - the availability partially or low rates- in letter of credits,
discount of commercial papers, credit by acceptance and banking drafts.

The most important recommendation is that; the Islamic banks must study
(in-depth, detailed and comprehensive form); the agency subjects from all its
jurisprudent and legal aspects, along with its economic applications.
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! Jensen, M.C. and Meckling, JW.H., "Theory of the Firm: Managerial Behavior,
Agency Costs and Ownership Structure”, Journal of Financial Economics, (October,
1976), p. 31

2 Seer Riahi -Belkaoui, Ahmad, "Accounting Theory", 4" Edition, Thomson Learning,
(2000), p. 370 // Fama, E.F., "Agency Problems and the Theory of the Firm", Journal
of Political Economy 2 (1980), pp. 288-307

% See: Kaplan, Robert S., and Atkinson, Anthony A., Advanced M anagement Accounting,
3 ed., Prentice Hall, 1998, pp. 677-81, 770-72 // See also: Watts, Ross L., and Jerold L.
Zimmerman, "Positive Accounting Theory", Prentice-Hall, Inc., 1986, p. 181
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