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e Respond to inquiries from the company or the public
regarding Takaful issues related to Islamic law.

*» Submit its annual rebort and certification of the
~ companies adherence to Islamic Shari'a in the General
"~ Assembly meeting.

Future of S_SBs'

We often hear demands for unifying' the SSBs and their
fatwas, Frustration and . complaints of the different

fatwas are not rare among both professionals and
members of the public. However, differences among
- scholars in matters of Figh are not new. In fact, it Is one
of the beauties of Islamic law that it tolerates
differences of opinions. Indeed differences. existed
during the time of the Sahaba and their successors and
still exist. These difference have always been a source of
inspiration, research, debate and Ijtihad.. It is .not
advisable to seek unification of fatwa in matters of
Mu'amalat. However, we should seek authentication of
fatwa which must be based upon evidence from Quran,

Sunnah, sound Qiyas and references to the systematic’

legal thinking of Muslim scholars as laid down in books
of Usul al-Figh, Qawa 'id and Adab al-Mufti wa al-
Mustaftti.
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7. In case of any deficit in the Takaful system, the

company shall grant Takaful system a Qard hasan (a

non-interest bearing loan) to be recovered in the future

from the balances of the system without any liability on

- the part of the subscriber who did not renew his
subscription under the system.

8 In the event of dissolution and liquidation of
Takaful system, its assets after the settlement of ali its
obligations shall be disposed of for charity purposes
under the supervision and approva! of the SSB.

9 The policy holder shall be exciusively entitled to

insurance surplus of the amount realized annually in the
insurance operations accounts i.e.: the net surplus of
premiums and investment profits against the expenses,
provisions and ‘compensations as per the rules
prescribed in the Insurance Surplus Regulation approved
by the SSB. The Company's shareholders shall not be
entitled to receive any amount of insurance surplus
“other than the fees specified for the management of
‘insurance operations and the share due to them from
the proceeds of investment as the company is acting as
a Mudareb

Duties of SSB in Takaful Companies

s Ensure that the company's articles of association and ali
docurnents and agreements are in accordance with
.Shari‘a. bgh67

» Study all insurance policies and re-insurance contracts
to ensure that they are all in agreement with the
provisions of Shari'a.

~ ¢ Review all investment vehicles, procedures and
operations which must all be in accordance with the
Sharla

s Conduct randém inspections on all records and
operations.
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The Takaful Insurance 5ystems ‘

The company shall invest the funds of the policyholders
available with it under the Takaful system in accordance
with the provisions -of Islamic Shari'a and as per the
Investment Regulation approved by the SSB. The
company, as & Mudareb, shall be entitled to a
percentage of investment profits to be determined or
prescribed in the policies or through appropnate means
of public announcement

) The subscriber (policyholder) undertakes that he,
.. voluntarily and for the mutual benefit, wilt subscribe all
sums required by Takaful system for his subscription.

The company shall. manage the insurance
operations and in consideration of which it shall receive
‘a percentage of total premiums to "be determined
periodically and to be prescribed in the policies or
through appropriate means of public announcement.

The subscriber authorizes the company to re-
ensure the funds under Takaful system in order to
protect the rights of the subscribers, provided that the
re-insurance shall be made with Islamic re-insurance
companies as far as possible. In case of re-insurance
with traditional companies, the lowest possible ievels of
re-insurance shall be observed. - :

AWl proceeds of re-insurance to be added to the
Takaful insurance company. :

The Takaful insurance system shall borne all
expenses related to insurance and re-insurance while
the company shall be responsible for all the expenses
pertaining to ‘investment management of insurance
funds in its capacity as a Mudarebh.

The company shall evaluate the aséets and
liabilities of Takaful system at the end of each calendar
year and prepare separate financial statements.
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ensure that ali these documents are in conformity with
Shari” a.

3. Audit and supervise the actual application of the .
contracts and operations in order to confirm its
conformity with the fatwas issued. It is becoming a well-
established norm among Islamic banks to appoint
internal Shari’ a auditors to work in coordination with
the SSB and follow up the day to day transactions.

4. Coordinate in the development of new and innovative
products. As the financial world develops and innovates,
we have to keep up to date with it and meet the
challenges posed by it, but without sacrificing our.
principles and rules halal and haram. Some may ask:
How can you implement laws of Shari'a which were
revealed more than a thousand years ago to the
sophisticated modem financial world? Our answer to that .
is: If you look carefully, you will find that all modem
transactions are constituted of buying, selling, leasing,
etc... The basic components will not be anything else.
There are rules and regulations in Shan a related to all
these transactlons ;

‘5. Educating the general public by acquainting them with
the knowledge of Islamic financial laws via issuing
fatwas and verdicts. The SSBs have played a very
important role in disseminating this knowiedge through
participation in seminars, conferences and lectures.

| Many members of the SSBs are also members of Figh
Acadernies and Islamic universities. The SSBs have put
tremendous efforts in training the hurnan resources of
the Islamic Financial Institutions.

SSBs and Takaful

LA It is important to understand the Takaful system and
‘how to apply it, before discussing the role of the SSB. 1
will give a very brief outline of the Takaful Insurance
System:
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) The Role of Sharia
Superwsory Boards (SSB)

By Sheikh Nizam Yaquby

- 8SBs are unique entities found only in Islamic banks
and financial institutions. There are many ambiguities
‘among Western bankers and regulators with regards to
the role of the SSBs. Some of them even think that they
may take a role in investment decisions made by their
banks or institutions. ’ '

Misconceptions regarding the role of the SSB can even
be found among many Muslims, Some of them think
that SSBs are "Fatwa-mills," producing fatwas according
to the wishes and needs of the bank and institutions'
management..

In reality, SSBs play a very important role in any Islamic
financial institution. I will initially talk about the general
role of SSB in any Istamic financial institution and then 1
shall give particular attention to SSB's role in Takaful
companies,

General Role of SSB

1. In the initial stages, S58 must make sure in cooperation
with the founders that the articles of association must
be in accordance with Islamic Shari ‘a. If for any reason
this was not possible, then the articles must be
amended in the first meeting of the General Assembly.

+ 2. Develop the contracts, 'products; forms, and all necessary
related documents. All these must be reviewed by the
SSB. It is a.very comprehensive and time-consuming
effort which every SSB must go through in order to -
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