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Accounting and Auditing Organization for Islamic Financial
Institutions (AAOIFI) W 2fS 93 Islamic Development Bank
(1DB) Wﬁ ’?lw Shari'ah supervisory board; appointment,
composition and report 4T standard-«Q 1 TER 3

"A Shariah Supervisory Board is an independent body of

specialized jurists in Figh-Al-muamalat (Islamic Commercial

Jurisprudence). ">
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"As well as the Prohibition of riba and gharar, Shariah Law
also sets out some of the basic mechanism used in Islamic
Banking today. Every bank refers to a committee of
scholars who are charged with the task of interpreting the

Shari'a in relation to individual financial transactions.””
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7. Islamic Finance, Philipe moore, Euromoney Publications, PLC Nestor House, Playhouse Yard, London
EC4V 5EX, 1997, Page- 29.
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'Directory of Islamic Financial Institutions'-4 John R. Presley ©IF
'The Evolution of Islamic Banking' M¥F 2(F @ TOJH IR
GUFE ©f S@e I SEIGH (@14 T 3

"An Islamic Bank does not only have to have a Board of
Directors but it also has to have a Sharia Advisory Board,
This Is most important where Islamic banks operate in a
society which does not fully apply Sharia laws. The board
should possess a high degree of independence both
internally and externally. " **
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S 07 TFEEIToE =WIL (1E TR SRS § cobilyzll VoYl s, 21 e
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14. The Evolution of Islamic Banking, in Directory of Islamic Financial Institutions, ed. John R. Presley
Beckenham, Kent, United Kingdom : International Centre for islamic Studies (Croom Helm Ltd.), 1988,
Page-64.
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"It should be independent and free to give opinions on
proposed contracts and transactions. "
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15. Nizam Yaquby, Requirement to Be fulfiled when conventional Banks Set Up Islamic Banks, Windows, or
Funds, in Proceedings of the Third Harvard University Forum on Islamic Finance. Cambridge : Center for
Middle eastern Studies, Harvard University, 2000. Page-134-135.
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q @YY Mg 8 I I [T e iefF 17T or
Moustafa Mohamed Hosny ©1& ‘The Role of the Religious Board' RIEE
o[ Foetes

"The Board's responsibility was clearly set forth as both
supervisory and consultative in ensuring that islamic Banks
adhered strictly to the Islamic Shariah. Aside from
rendering decisfons and issuing decrees (fatwas) which are
deemed binding on banks which are the members of the
IAIB, the Board has the responsibility and authority to hold
seminars and  conferences  concerning  Islamic
Jurisprudence and economics, the goal being to set forth a

16. The Role of the Religious Board, Dr. Moustafa Mohamed Hosny, Encyclopedia of Islamic Banking &
Insurance, Institute of Islamic Banking and Insurance. ¥i-»¢ |
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structural framework to address the new and evolving

financial and economic issues faced by islamic banks on a

day to day basis.”
Tdfie “FHATT 1P SRAMIRSI MRAWR G Fa0%-93
s Rfvs TR o (NATR JrFeREd) @i Yoo
SGRYA @ A emitR vty R et weore ~fiwRens
TEd I TR TS ¢ Prate emm (IR A
AAOIRTAT) (QMCT §F TSI IS TR AT F1 1AIB-<F
T DGR G IGOIES | Aep THAD N13q ¢ wLdAife
s GiNAR 8 I SEeH F918 @AUed Wiy 8 TR
HGOIYS | G SACICH Q&) a1 T (T TN G ©lrd
e FR@ RIS g @ Te Ted wWiifs ¢ aftates
FAPTITE TR AT T O (9 CISTER T 40 #1317

¢ QST IR FAE A BSR4 T 4l T QIS
HRAER X TR A TS | TS #AFge7a wrend ol w37 Ige
T4 T ¢

Article 2 of the statutes of the Higher Religious Supervisory
Board of the IAIB states as follows,

a. To study the ‘Fatwas' previously issued by the
Religious Supervisory Boards of member banks in an
attempt to make decisions identical.

b.  To study the previously issued ‘Fatwas' to see how far
they conform with the rulings of Islamic Sharia.

¢. To supervise the activities of the Islamic banks and
financial institutions and members of the Association
to ensure their conformity with the rulings of the
Islamic Sharia. In addition, it has to draw the
attention of the concerned parties to any potential
violation of these activities. In discharging its duties,
the Board has the right to go through the laws and
by-laws of member banks and financial institutions
and to draw their attention fo whatever violation
might have been made in this respect. In so doing,
utmost confidentiality must be observed.
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d. To issue legal religious opinions on banking and
financial - questions in response (o requests by
members of Islamic banks and financial institutions,
or their Religious Supervisory Boards or the
Secretariat General of the Asscciation.

e. To study matters related to financial and banking
operations in response to requests for advice from
Islamic financial institutions.

f.  Decisions and ‘Fatwas' of the Board are obligatory
and binding on member banks and financial
institutions in cases where they are already approved
by all members. However, any member bank or
financial institution Is entitled to ask for re-
consfderation of any decision. A detailed note must
then be submitted in cases of disagreement as any
bank is entitled to follow either course of action in
the disagreement unless it is otherwise enforced by
the Board.

g To clarify legal religious rulings on new economic
questions.””
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FOGANGTE AGH FA0S R IS Sfey e el 117 |

R R RaRaR e e T e Ao
(MR &) 049 SIfPe FQGASTE LI S |
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T (@, Oid SR@EN TR MR w@ Ruars Aifiwifre
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AR v qie WS T A SR T wife wiftg
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17. Governance Standard for Islamic Financial Institutions. No. 1, Shari'ah Supervisory Board; Appointment,

S;;.r[nposition and Report, Accounting and auditing Organization for Islamic Financial Institution.
=303 |
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& A s afsvm @@ e 3 Tosa H&wwvaE
AW A A | A F9S SRSy [y e
<41 W 70, AR BT M @F TR (FE e
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7 F TR SHAReT AT I =R Reead owe 41"

AR JARSIRGAL RITET AT TS

TN WILFA AT [P T [ AT (@, TR GIeF S
A TRfEfeT AfpifTe FIFP @RI | (@ AIF THAR [
@eIE e W @ oF TR GE @ T 0IC
(Organization for Islamic conference) &Wa N FITFI TS
fTaafs =2 | yvab AT CIANETR AN TIFE WP OIC W
CTTIRA *IFAE VAR TR @S e =7 | AeGlfb (Nt ¢

"Islami Bank is a financial Institution whose statutes, rules
and procedures expressly state its commitment to the
principles of Islamic Shariah and to the banning of the
recejpt and payment of Riba on any of it's operations. "

Sdfie “TIHAT T A 9T @F L fep-a oF [y [,
e @32 IS TP ~ord TR MNAWRI AT
I oS @i @2 O ARSI ENeE {11 (W) -F I8
TS poafoe |

www.pathagar.com



T ¢ WfdT AfSSiw AR @ B

International Association of Islamic Banks ©I9 Islamic Banking
Scientific and Practical Encyclopedia-C® TR AWLFA (@ AT
firacg oee Eal < wm | oite TR PIREE @ Fga @A
RS RTEE

"The Islamic bank basically implements a new banking
concept, in that it adheres strictly to the ruling of the
Islarmic Shariah in fields of finance and other dealings.
Moreover, the bank, when functioning in this way, must
reflect Islamic principles in real life. The bank should work
towards the establishment of an Islamic Society; hence,
one of its primary goals is the deepening of the religious
spirit among the people." '

e “THEAM AT TS GF T FIFFL YRATE IS 9
T | TS O FIZAH QI T FEAGCH CF@ DT =R ===
Y- IS @ 50 | AT, TN AT 9SIF IS
ARBEE Fare i e R A [fE-Reme wen]
AfSRfte T390 | M@ 9 JENT e [T a1 F0w I
1 Sfoe WA GO 7 IeN fNE TH A TR TG
({7 (Fodl TSI (ks 41~

John. R. Presley S The Islamic Financial system and Banking :
some theoretical considerations' =4 &JTH I 3

"Since The commencement of this alternative financing
mechanism, development and refinement has never
ceased. The methods and instruments of Islamic finance,
being based upon risk and profit-sharing, require an
everevolving adaptation within the paradigm of economic
relationships which are defined by the Sharia. Islamic
banks sought the expertise of religious scholars at the
beginning and have continued to seek their expertise in
adapting the entire Islamic financial system to the
contemporary world. While the definition of the Islamic
framework of economics does not change, the innovation

18. The Role of the Religious Board, Dr. Moustafa Mohamed Hosny, Encyclopedia of Islamic Banking &
Insurance, Institute of Islamic Banking and Insurance. "fﬁ'l-b\b 1
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required for the survival of Islamic banks necessitates the
constant involvement of religious scholars. " 19
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19. John R. Presley, 'The Islamic Financial system and Banking : Some Theoretical Considerations', in
Directory of Islamic Financial Institutions, ed. John R. Presley [Beckenham, Kent, United Kingdom :
International Centre for Islamic Studies (Groom helm Ltd.), 1988], Page-67.
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faf¥f8 T@q iefee ITTF Dr. Moustafa Mohamed Hosny
B4 'The Role of the Religious Board' & &AtFH b
T Brad ICACRA | A GIHe3 Trgd T AT WA T |

Tgfefs fwat 3

“Conformity to the Shariah being the essence of an
Islamic bank, it follows that any Islamic bank worthy
of the name must have some resource for defining
the very concept to which it states that it adheres. It
is the Sharia a scholars, in the form of a Religious
Board, who ensure the conformity to the Sharia of
any Islamic bank. As the Sharia is the principal term
employed to describe the Islamic legal system and as
the sources of that legal system are similarly religious,
being the Quran the Sunnah, the writings of
Islamic scholars and the consensus of the legal
community, an Islamic bank's conduct and operation
can only truly be assessed as conforming to the
Sharia if it has the necessary body of scholars learned
in the Shariah.” %

1R AT AICTA TG wFgsyd (AT 2eT O AR
R eyl zeq | @R TEE JIAE  ILRLSIE

22. P D Sloane, 'Islamic Law in the Commercial World', Page-744. See also the following quote from Hassan
Mahassni and Neal F. Grenley, 'Pubiic Sector Dispute Resolution in Saudi Arabia The International
Lawyer', vol. 21, no. 3 (Summer 1987), Page- 828, 829, which further elaborates on the religious
primacy of Islamic law.
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'Directory of Islamic Financial Institutions'-4 John R. Presley,
©19 'The Evolution of Islamic Banking' 4% &¥ta @ T&H
FCACK AUFE ©f TFY I ATACH (J14 FAE 3

"An Islamic Bank does not only have to have a board
of directors but it also has to have a Sharia Advisory
Board. This is most important where Islamic banks
operate in a society which does not fully apply Shari'a
laws. The board should possess a high degree of
independence both internally and externally. "
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23. 'The Evolution of Islamic Banking', in Direclory of Islamic Financial Institutions, ed. John R. Presley,
Beckenham, Kent, United Kingdom : International Centre for islamic Studies (Croom Helm Ltd.), 1988,
Page-64.
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"There should be a Sharia Supervisory Board for any
institutional Islamic investment body"

adie ‘e eifovfFe Tl A e Wy ARy
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International Association of Islamic Banks (IAIB) 5 Higher
Religions Supervisory Board 3% 33 1<t Religious Board
NI SZI TCECE | ST IoT0Z 3

"The Higher Religious supervisory Board applied it's
mandate from the outset and requested that alf
Islamic Banks and financial institutions appoint a
Religious Board.™*
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AAOIFI TEF &T® @k IDB I9F AFe JOWINREGH®
Standard-¢ St TR 3

“Every Islamic financial institution shall have a
Shariah Supervisory Board."”
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24.
25.

NeT, B-dY |

Governance Standard for Islamic Financial Institutions No. 1, Shari'ah Supervisory Board; Appointment,
Composition and Report, Accounting and auditing Organization for Islamic Financial Institution.
-0 |
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"Shariah Supervisory Board to be appointed by the share
holders in their Annual General Meeting upon the
recommendation of the Board of Directors." ¥
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27. Governance Standard for Islamic Financial Institutions No.1, Shari'ah Supervisory Board; Appointment,
Composition and Report, Accounting and auditing Organization for Islamic Financial Institution. "[é‘(-\w |
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"A Shariah Supervisory Board is an independent body

of specialized jurists in Figh Al-mua‘'malat (Islamic
31
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33.

Governance Standard for Islamic Financial Institutions. No. 1, Shari'ah Supervisory Board; Appointment,
Composition and Report, Accounting and auditing Organization for Islamic Financial Institution.
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"The Sharia Supervisory Board should not include

director or signfficant share holders of the Islamic financial
institution.">*
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34. Governance Standard for Islamic Financial Institutions No. 1, Shari'ah Supervisory Board; Appointment,
Composition and Report, Accounting and Auditing Organization for Islamic Financial Institution.
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“The Shariah Supervisory board may include a member
other than those specialized in Figh-Al-muamalat, but who
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should be an expert in the field of Islamic financial
institutions and with knowledge of Figh-Al-mu‘amalat.'®
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"The meeting of the Board shall be convened at least four
times in a year."™
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"Aside from their expenses Shariah committees are largely
unpald. While London-based bankers enthuse that this
ensures their integrity, an obvious downside is that other
talented experts in the field may be likely to prefer to work
within banks. "™
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"The Shariah Supervisory Board shall consist of at least
three members. "
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Association of Islamic Banks (IAIB) ?@ if5e Higher religious
supervisory board-49 gigef® fogpl fog |

"Higher Religious Supervisory Board applied its mandate
from the outset and requested that all Islamic banks and
financial institutions appoint a religious Board of not less
than thirteen (13) Islamic scholars within their own
organization in order to render binding decisions regarding
conformity with the Shariah." *
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"An obvious problem facing the Islamic banking industry is
the dearth of scholars who are well versed in the teachings
of the Quran as well as in economics, finance and capital
markets. In an interview with the author in January 1997,

Muazzam Alf of the IIBI estimated that there were no more
than about 20 scholars world-wide who were sufficiently
qualified fo express reliable opinions on all these subjects.

One of the results of this is that inevitably, a number of
scholars sit on a number of different boards. In a sense,
that should be a good thing, because it will ensure a
degree of uniformity; in another it is of course a very
negative phenomenon because of the potential for the
breach of chinese walls and resulting conflict of interest. '®
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"The Council shall maintain its secretariat with proper
logistics alongwith a well equipped library for smooth
functioning. " !
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"The Board shall have a secretariat. There will be a
Member-Secretary, who will see whether the functions of
the Bank are being caried out in accordance with the
principles of Islamic Shariah." %

g SR JieF Ffoe 3

“AF T PIOHIETS AT NPT LT PRI A A
e I Bt Bifre Ta 17 ¢

& fefsma e e ¢

“SFRNZ PISHIET AT WP L4IT I A *1HT
e SHTET 3T Bfe 71”6

Tl i FARES ¢

“WIAIZ PSR Ao JIAFI L4 IR I AR
ey (e I Ffre a1 ¢

23y i@ Ffde

"The Council shall maintain its secretariat and a properly
equipped library at the Head Office of the Bank where it
will keep records of all its proceedings and decisions."”®
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"The Council shall maintain its secretariat and a properly
equipped library at the Head Office of the Bank where it
will keep records of all its proceedings and decisions. " %
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"The Fatwas and rulings of the Sharia Supervisory Board
shall be binding on the Islamic financial institution. "
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ensure compliance of the Shariah principles in each
and every case of the Bank and wifl be responsible
to the Board. He (they) would be employee(s) of
the Bank." %
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"A salaried officer designated as ‘Muraqib’ with
sufficient knowledge about all schools of Islamic
thoughts may be appointed on recommendation of
the council to ensure compliance of the Shariah
principles in each and every case of the Islamic
Banking Branches of the Bank and he will be
responsible to the Council.” %
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"Salaried Officer(s) designated as Mudaqqgiq' also called
Muraqib' with sufficient knowledge about all Schools of
Islamic thoughts may be appointed by the Bank on the
recommendation of the Board to ensure compliance of the
Shariah principles in each and every case of the Bank and

will be responsible to the Board. He (they) would be
employee(s) of the Bank."*
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"A salaried officer designated as ‘Muragib’ with sufficient
knowledge about all schools of Islamic thoughts may be
appointed on recommendation of the council to ensure
compliance of the Shariah principles in each and every
case of the Islamic Banking Branches of the Bank and he

will be responsible to the Council.” **
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"A salaried officer designated as Muragib with sufficient
knowledge about all schools of Islamic thoughts may be
appointed on recommendation of the council to ensure
compliance of the Shariah principles in each and every
case of the Islamic banking counter/branches of the Bank
and he will be responsible to the Council,” %
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Islamic thoughts may be appointed by the Bank on the
recommendation of the Board to ensure compliance of the
Shariah principles in each and every case of the Bank and
will be responsible to the Board, He (they) would be
employee(s) of the Bank. "%
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"A salaried officer designated as ‘Muraqib’ with sufficient
knowledge about all schools of Islamic thoughts may be
appointed on recommendation of the council to ensure
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compliance of the Shariah principles in each and every
case of the Islamic Banking Branches of the Bank and he
will be responsible to the Council.” **
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"A salaried officer designated as ‘Muraqib’' with sufficient
knowledge about all schools of Islamic thoughts may be
appointed on recommendation of the council to ensure
compliance of the Shariah principles in each and every
ease of the Islamic banking counter/branches of the Bank
and he will be responsible to the Council.’””
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Q FF 'Dar Al-Maal Al-Islami Trust'-@9 'Indenture’-@ 'Duty of
the management to Shari‘ah Supervisory Board' fRTaiIT
T AR 8

"The operating procedures also set forth requirements
with respect to the manner in which the Trust's
management communicates with the Religious Board
and, further, gives the Religious Board the authority
to command management to provide all the necessary
documents and information required by the Religious
Board to determine whether or not a transaction or
investment opportunity is in conformity with the
Shariah. "
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«§ FE 'Dar Al-Maal Al-Islami Trust'-9% 'Indenture’-@ 'Duty
of the management to Shari'ah Supervisory Board' FtiTT
=0 QAR 8

"All operations of DMI are subject to control/ by a
Religious Board of five members drawn from
acknowledged religious leaders learned in the Sharia
and appointed by the Board of Supervisors.

The Board of Supervisors has adopted operating
procedures to ensure that no form of investment or
other business activity is undertaken if that form
has not been approved in advance by the Religious
Board. Management is required to periodically report
and certify to the Religious Board regarding the
conformity of the actual investments and business
activities undertaken of the forms of permitted
investments and activities previously approved by the

religious board. "
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"The dismissal of a member of the Shariah supervisory
board shall require a recommendation by the board of
directors and be subject to the approval of the
shareholders in a general meeting. "%
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HAWZ @ITGT W TE 'Dar Al-Maal Al-Islami Trust'-@3
'Indenture'-9Q I JLACR 3

"The Religious Board shall have the power to examine
members of the Boards of Supervisors and Directors,
Officers and employees of the Trust Administrator or any
other subsidiary or controfled affiliate of the Trust
concerning such and to demand any information it may
require. More particularly, the Religious Board shall make
all determinations concerning Islarnic principles, laws and
traditions required to ensure compiliance with Article I of
this Indenture, and the members of the Board of
Supervisory and any of such directors, officers and
employees shall conform to such determination and be
entitled to rely on any such determination. Any such
determination shall be binding on all bearers of Trust
Certificates. The Religious Board shall report within six
months of the close of the fiscal year of the Trust in
writing, lodging one copy of such report with the Fiduciary
Custodian to the effect that it has discharged its
obligations under this Article VI to ensure that the Trust's
investments and, activities (and those of its subsidiaries)
conform to Islamic principles, laws and traditions. The
Religious Board can delegate such functions with respect
to a duly constituted and analogous Religious Board
appointed with respect to one or more of the operating
subsidiaries or affiliates of the Trust.”'¥”

127. Dar Al-Mal Al-Islami Trust, 'Indenture’, Nassau, Commonwealth of the Bahamas, 21 May 1984,
(Typewritten), Page-11, 12.
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'Dar Al-Maal Al-Islami Trust'-4% 'Indenture'-« 3féfe 'ﬂ?f‘ﬁl‘l?g @
G TE IGEA (@AfFCe gUre T AP AT Dr.
Moustafa Mohamed ®19 ‘The Role of the Religious Board' ¥
20T @ T3] FLARA ©f [AgE 3

"As the above sub-paragraph of Article VI of the Trust
Indenture indicates, the Religious Board's authority is
uncompromising. It necessitates the annual reporting of
the Religious Board and gives it unfettered discretion in
examining the operations of the DMI Trust Group,
including the Group's subsidiaries, with respect to their
investment activities, and otherwise, in order to ensure
conformity to the Shari'ah. "%

128. The Role of the Religions Board, Dr. Moustafa Mohamed Hosny. Encyclopaedia of Islamic Banking &
Insurance, Institute of Islamic Banking and Insurance. Page-95.
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WSS FEFE ©F 'Islamic Banking in Bangladesh : Growth,
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"The role of Shariah Councils or Boards in certifying the
activities of Islamic banks is very important. They provide
scholarly guidance in operations after conducting a
practical examination of the bank's activities. Since an
Islamic bank is, by definition, a financial institution which
does not receive or pay interest in any form (Riba An
Nasia or Riba Al-Fadl), and does not associate itself with

129, *19TR FTSH TN, Wet-WrameR T s i, wrar-8, Sevran-2, on-8 |
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any business repugnant to the shariah, careful scrutiny by
Islamic experts is essential,” **°
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Directory of Islamic Financial Institutions-99 ‘The Evolution of
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Presley =19 3

"The main function of the Shariah Supervisory Board is to
make sure that the operations of an Islamic bank are
undertaken according to Shariah principles. " **
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130. Md. Abdul Awwal Sarker, Islamic Banking in Bangladesh, Growth, Sturcture and Performance, in
Proceedings of the Third Harvard University Forum on Islamic Finance. Cambridge : Center for Middle
eastern Studies, Harvard University, 2000. Page-285.

131. 'The Evolution of Islamic Banking', in Direclory of Islamic Financial Institutions, ed. John R. Presley
{Beckenham, Kent, United Kingdom : International Centre for islamic Studies (Croom Helm Ltd.), 1988],
Page-64.
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“The Religious Board shall have general responsibility to
ensure that the Trust's investments and activities (and
those of its subsidiaries or controlled affiliates) conform to
Islamic principles, laws and traditions." '
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"The Shariah supervisory board is entrusted with the
duty of directing, reviewing and supervising the
activities of the Islamic financial institution in order to
ensure that they are in compliance with Islamic
Shariah Rules and Principles.”
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"The day-to-day application of the Shariah by
Religious Board is twofold. First the Religious Board
reviews the operations of the Islamic bank in order to
ensure its conformity to the Shariah. This is, to a
large degree, an investigatory role."”
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"The Shariah Secretariat's primary function, including
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Dr. Moustafa Mohamed Hosny @ (3% (=1 ¢

"In the very complex and technically sophisticated
world of finance that we see today, the Religious
Board must always be in a position to answer whether
or not new proposals for new varieties of transactions
conform to the Shariah. The Religious Board can, and
does, offer constructive advice and creative
recommendations as to how to address the integration
of an Islamic bank's operatfons into today's world of
financial information and technology. " 1%
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152. The Role of the Religions Board, Dr. Moustafa Mohamed Hosny, Encyclopaedia of Istamic Banking &
Insurance, Institute of Islamic Banking and Insurance. Page-97. ’
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Dr. Moustafa Mohamed Hosny @ &% 96 0= §

"The ability of the religious board of an Islamic Bank to
contribute to the success of the bank is a result of the
Board's ability both to monitor the bank's conformity to
the Shariah and to provide the necessary expertise to
create new forms of banking transactions which both
conform to the Shariah and enable the bank to
participate in the modern financial world, ">’
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Philipe moore ©13 'Islamic Finance' 1SS ATY 0T §

"It is Important to understand the pivotal role played
by each bank’s Shariah committee or council which
has the dual role of ensuring first that all structures
tailored by Islamic banks are religiously permissible,
but also that these structures are of intrinsic financial
value. It is a mistake to see today's shariah
committees as preoccupied exclusively with religious
considerations at the expense of commercial ones.

Shariah committees will typically ask four questions
in relation to any given transaction. These will
generally be :

a. Do the terms of the transaction comply with
Shariah law?

b.  Is this the best investment for the client?

Does the investment produce value for the client
and for the community or society in which the
client is active.?

d. As an asset manager, is this a transaction in
which the banker as an individual would be
prepared to invest his own money?

If the answer to any of these four questions is no, the
proposed transaction will usually be rejected,
www.pathagar.com
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although the committees only have the power to
reject the transaction on the grounds that it does not
comply with Shariah law."'*
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“The challenge for those involved in the industry has
been to develop financial products which their Muslim
clients can accept as confirming to the Shariah laws
and which at the same time will provide a service
comparable to what is offered by the conventional
institutions.”
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"The DMI Trust's Religious Board would have in the
day to day operations of the DMI Trust and its various

subsidiaries and investment activities. "%
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"In compliance with the letter of appointment, we are required
to submit the following report."'’¢
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"We have reviewed the principles and the contracts
relating to the transactions and applications introduced by the

176. Governance Standard for Islamic Financia! [nstitutions No. 1, Shari'ah Supervisory Board; Appointment,
Composition and Report, Accounting and auditing Organization for Islamic Financial Institution. “jﬁT-\‘n i
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Example Islamic Financial Institution during the period ended.
We have also conducted our review to form an gpinion as to
whether the Example Islamic Financial Institution has complied
with Shariah Rules and Principles and also with the specific
fatwas, rulings and guidelines issued by us. " *”
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"The Example Islamic Financial Institution's management
Is responsible for ensuring that the financial institution conaucts
its business in accordance with Islamic Sharih Rules and
Principles. It is our responsibility to form an independent
opinion, based on our review of the operations of the Example
Islamic Financial Institution, and to report to you." '’
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"We conducted our review which included examining, on a
test basis of each type of lransaction, the relevant
documentation and procedures adopted by the Example Islamnic
Financial Institution.

We planned and performed our review so as to obtain all the
information and explanations which we considered necessary in
order to provide us with sufficient evidence to give reasonable
assurance that the Example Islamic Financial institution has not
violated Islamic Shariah Rules and Principles. "’
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"in our Opinion :

d.

The contracts, transactions and dealings entered into by
the Example Islamic Financial Institution during the year
ended ... that we have reviewed are in compliance with the
Islamic Shari'ah Rules and Principles;

The allocation of profit and charging of losses relating to
investment accounts conform to the basis that had been
approved by us in accordance with Islamic Shari'ah Rules
and Principles;
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(Where appropriate, the opinion paragraph shall also include
the following matters :)

c. All earnings that have been realized from sources or by
means prohibited by Islamic Shari'ah Rules and principles
have been disposed of to charitable causes; and

d. The calculation of Zakah is in compliance with Islamic
Shari'ah Rules and Principles."”
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Example Report of Shari'a Supervisory Board
In the name of Allah, The beneficent, The Merciful
To the Shareholders of the Example Islamic Financial Institution,
Assalamu Alaikum Wa Rahmatullahi Wa Barakatuh.

In compliance with the letter of appointment, we are required to submit the following
report :

We have reviewed the principles and the contracts relating to the transactions and
applications introduced by the Example Islamic Financial Institution during the period
ended We have also conducted our review to form an opinion as to whether the
Example Islamic Financial Institution has complied with Shari‘ah Rules and Principles
and also with the specific fatwas, rulings and guidelines issued by us.

The Example Islamic Financial Institution's management is responsible for ensuring
that the financial institution conducts its business in accordance with Islamic Shari‘a
Rules and Principles. It is our responsibility to form an independent opinion, based
on our review of the operations of the Example Islamic Financial Institution, and to
report to you.

We conducted our review which included examining, on a test basis of each type of
transaction, the relevant documentation and procedures adopted by the Example
Islamic Financial Institution.

We planned and performed our review so as to obtain all the information and
explanations which we considered necessary in order to provide us with sufficient
evidence to give reasonable assurance that the Example Islamic Financial institution
has not violated Islamic Shari'ah Rules and Principles.

In our opinion :

a.  The contracts, transactions and dealings entered into by the Example Islamic
Financial institution during the year ended ... ... . That we have reviewed are in
compliance with the Islamic Shari'ah Rules and Principles;

b.  The allocation of profit and charging of losses relating to investment accounts
conform to the basis that had been approved by us in accordance with Islamic
Shari'ah Rules and Principles;

{where appropriate, the opinion paragraph shall also include the following matters :)

c. Al eamnings that have been realized from sources or by means prohibited by
Islamic Shari'ah Rules and Principles have been disposed of to charitable
causes; and

d. The calculation of zakah is in compliance with Islamic Shari'ah Rules and
principles.

We beg Allah the Almighty to grant us all the success and straight-forwardness.
Wassalamu Alaikum Wa Rahmatullahi Wa Barakatuh.
{Name and signature of the members of the Shari'ah supervisory board)
Place and Date
www.pathagar.com
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Report of the Bank's Religious Supervisory Board
'In the name of Allah, the Beneficent, Merciful'

Report of the Bank's Religious Supervisory Board

On the Financial Year ended at the end of Zul-Hijja, 1420 H. (April 5™, 2000)

The Religious Supervisory Board of Faisal Islamic Bank of Egypt met in the
Bank on Sunday 11 Moharram 1421 H. corresponding to April 16™, 2000, at
1 : 30 p.m. and reviewed the letter of the Bank's Governor dated April 12",
2000, enclosing copies of the Balance Sheet and Statement of Income for
the financial year ended on end of Zul-Hijja 1420 H. corresponding to April
5% 2000, requesting the Religious Supervisory Board to check them and
issue the report of the Supervisory Board on the said Financial Year.

The Religious Supervisory Board carried out the following steps :

1.

At its Meeting on the date referred to above, the Board discussed with
the representative of the Bank who attended the meeting the contents
of the Financial Statements, concerning the ways and means of various
investments undertaken by the Bank, and the banking services during
the Financial Year. The Board also discussed the balances with the
Central Bank of Egypt and other banks as shown in the Financial
Statements and the amounts set aside to face the contingencies
concerning the investments operations as well as the amounts totally
invested and those not invested, all as shown in the minutes of the
Board's meeting. The Board has also reviewed the amounts included in
the Financial Statements concerning the religious Zakat due.

The Board reviewed the files already checked as concerning the
investment operations and banking services carried by the Bank and its
branches during the said Fiscal Year, as well as the Fatwas, decisions
and remarks made by the Board in this concern, and which have
actually been complied with.

The board also reviewed the investment operations and commitments
that have been checked throughout the fiscal year and the directions
by Board in certain cases and ascertained that they have been
followed.
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4, a) After having reviewed what has been checked of the investment
operations and banking services throughout the Fiscal Year and
the Bank's commitments to the remarks expressed by the Board
and which have been acceded to by the Bank.

b) After reviewing and discussing the Balance Sheet and the Income
Statement as concerns the investment amounts and their sorts as
detailed in the minutes of the meeting :

5. The Board is of the opinion that :

The investment activities and banking services undertaken by the Bank
and its branches are within the framework of the provisions of the
Islamic Shari'ah, and that they are based on the Fatwas and
Judgements issued by the Board.

May Allah guide our steps.
Chairman of the Religious Supervisory Board
His Eminence Sheikh Mohamed Khater Mohamed EI Sheikh
Former Mufti of the Arab Republic of Egypt
& Member of the Islamic Research Pool. Azhar
April 182000 "'

181. Faisal Islamic Bank of Egypt Annual Report 2000 A.D-1420 H. Page- 27, 28.
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3 [T ¢ AfdF fepia =deR @
AR T FITFA
AR FAROIRERA @IER eforanemg a3l T ()

Bahrain Islamic Bank B.S.C
Religious Supervisory Board Report 2002

In the name of Allah, The Most Beneficent, The Most Merciful and Blessings
are upon His Messenger.

To the distinguished shareholders of Bahrain Islamic Bank B.S.C,

Pursuant to the powers entitled to the Religious Supervisory Board to
supervise the Bank's activities and investments, we hereby submit the
following report :

The Board discussed with the Bank's management all transactions and
applications applied throughout the year-ending 31 December 2002, as well
as the Bank's commitment to provisions of Islamic Shari'a in all its activities
and investments as per the guidelines and decisions issued by the Board.

The Board believes that ensuring the conformity of the Bank's activities and
investments with provisions of Islamic Shari'a is the responsibility of the
Bank's management, while the Board is only responsible for expressing an
independent opinion based on the information submitted by the Bank's
management or requested by the Board itself.

The Board received information and clarifications that are considered
neccessary to confirm that the Bank did not violate any principles and
provisions of the Islamic Shari'a.

The Board attended several meetings during the year and replied on
inquiries submitted by the management.

The Board believes that :

1. Contracts, operations and transactions conducted by the Bank
throughout the year ending 31 December 2002 were made in
accordance to the standard contracts pre-approved by the Board.

2. Distribution of profits and losses on investment accounts was in line
with the basis approved by the Board in accordance with provisions of
Islamic Shari‘a.
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3. No gains resulted from sources or by means prohibited by provisions
and principles of Islamic Shari'a.

4.  Zakat was calculated according to Islamic Shari'a. The Bank disbursed
Zakat on the statutory reserve, general reserve and retained earnings.
The shareholder should pay his proportion of Zakat on his shares as
stated in the financial report.

We pray that Allah may grant further success and prosperity to all of us.
24 Dhu Al-Qada 1423, 27 January 2003

Members of the Religious Supervisory Board

Shaikh Yousuf Ahmed Al Siddiqi Shaikh A. Hussain Khalaf Al Asfoor
Chairman of Religious Supervisory Board Vice Chairman of Religious Supervisory Board
Shaikh Dr. A, Latif Al Mahmood Shaikh Mohammed Jaffar Al Jiffari

Chairman of the Board's Executive committee  Vice Chairman of the Board's Executive Committee

Shaikh Adnan Al Qattan Shaikh Nedham Yacoubi
Member of Religious Supervisory Board Member of Religious Supervisory Board
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Opinion statement of the Shari'ah Supervisory Board

In the name of the Almighty Allah, we hereby state that all
operational aspects and all products of PT Bank Syari'ah Mandiri
which have been carried out since 1st of January, 2002 until the
31st December, 2002 has complied with the fatwa recommendations
and Shari'ah stipulations issued by the Shari'ah Supervisory
Board. The Advice from Shari'ah Supervisory Board and Bank
Indonesia are worth taking for the betterment of Bank Shari'ah
Mandiri in near future.

Jakarta, 25 April 2003

The Shari'ah Supervisory Board

Prof. KH. Ali Yafie Prof. Dr. H. Said Agil Husin Almunawar, MA
Chairman Member
Drs. H. Mohammad Hidayat, MBA M. Syafi'i Antonio. MEc
Member Member
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"Islamic Bank should be invited to coordinate the actions
of their bureaux or bodies controlling the implementation
of Shariah under the Islamic Banks. This may be done
either throuth the reactivating of the Islamic Banks
Supreme Shariah Control Authority or through the
initiation or a new body, in such a way as to ensure
standardisation of critaria for the Shariah bodies (bureaux)
in islamic banks." %
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182. Resolutions and Recommendations No : 76 (7/8) from the 8th conference of the OIC Islamic Figh
Academy held in Bandar Seri Begawan (Brunei Darussalam) on 1st-7th Muharram, 1414 H;

Corresponding to 21st 27th June, 1593 (WA HeFAY) |
183. 210G | (FAE ALF) |
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