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Abstract

The ways of financing in Islamic banks take many styles and forms,
each of them is a suitable and appropriate alternative to the operations
carried out by conventional banks. Mudaraba, Murabaha, Istisna'‘a, ljara and
ljarah Muntahia Bittamleek, or as called in Algerian law, leasing contracts
..., furthermoreit also includes a distinctive type and form of unique forms
of investment wich is the "contract of participation” the subject of this
paper.

The financing of the participation contract is one of the best ways of
investment methodoffered by Islamic banks, the most important of what
distinguishes them from traditional banks with interest. Through this
contract, individuals and companies can finance their projects by taking the
risks of the project with the bank and sharing the resulting profit according
to what has been agreed upon and the distribution of the loss according to
their ratio in the capital of the project.

What ties-up the application of this financing formula in an effective
manner is the absence of a special law regulating the work of Islamic banks
operating in Algeria, in addition to the challenges that these latter suffer in
order to preserve their principles under a classical legislative system. So the
problem that we will try to answer through this research paper is: What is
the legal system followed by Algerian Islamic banks in implementing this
important contract? And what are the implications of applying this contract®

In this paper, we will discuss two main axes. The first deals with the
concept of financing by holding the contract with referring to the different
definitions of this contract, and then describing its characteristics and types.
On the other hand, this contract is distinguished from similar contracts. The
second axis deals with the banking application of the participation contract
by addressing the various stages of financing participation contract in
Islamic banks, and the legal problems that face this application while trying

to propose solutions whenever the opportunity arises.
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