CBUAE Classification: Public

~ N

! (O v ol Sun TP
iwllgdll_,\\j\"'i' du.ﬁ,.qjl d:.A.&-qu u,dl uhLdJl Jdng
CENTRAL BANK OF THE U.A.E.

(A2l Ol il it e ) das gal) jLaa
STANDARD RE SHARI’ AH GOVERNANCE FOR TAKAFUL
INSURANCE COMPANIES



CBUAE Classification: Public

Gy ginall J g2
TABLE OF CONTENTS
dadal)
. o ol
Subject Page £ < gal

Article (1) | Introduction 3 datha | (1) 3l
Article (2) | Objective 4 gl | (2) salall
Article (3) Scope of Applicability 4 (anbail) GUai | (3) Balal)
Article (4) Definitions 5 <y 2l | (4) Balal)
Article (5) General Requirements 10 dalall culytlatal) (5) sl
Article (6) Responsibilities of the Board 13 B I adaa Sl gpsa | (6) BLal)

. Responsibilities of the Senior " oyt .
Article (7) Management 16 Ludad) 310y <l glgana | (7) BaLa)

. Internal Shari’ah Supervision S ve i g TRt .
Article (8) Committee 18 Aglalal) dge Al age )l adad | (8) dalall
Article (9) Internal Shari’ah Control 30 Alsal) dae ) 448 L (9) 32wl

. Internal Shari’ah  Control % ye “ TR w
Article (10) Division 31 dglafal) dgs ) 4@ 01 3 0a) | (10) dakad)
Article (11) | Drernal Shari’ah  Audit | ., AR o &B 3 | (11) 5L
Article (12) | External Shari’ah Audit 41 AJAY ol 380 | (12) B

. Cancelation of the Previous . a4 .
Article (13) Decision 42 cbad) LAl elad) | (13) Balal)
Article (14) | Interpretation of Standard 43 Jhnal) i | (14) Bakal)
Article (15) | Compliance with the Standard | 43 Jbal) clullaial JESY) | (15) 3alal)

43 /2




CBUAE Classification: Public

11

12

13

Article (1)
Introduction

The Central Bank seeks to promote
development of the Takaful Insurance
activities to ensure its effectiveness and
efficiency. To achieve this, Takaful
Insurance Companies must have in place
comprehensive and effective governance
frameworks to enhance the compliance
with Islamic Shari’ah Provisions to
ensure their resilience, and promote
general financial stability.

This Standard Re Shari’ah Governance
For Takaful Insurance Companies (“the
Standard”) is issued pursuant to the
powers vested in the Central Bank under
the provisions of the Federal Law No. (6)
of 2007 on Organization of Insurance
Operations and its amendments, and the
Decretal Federal Law No. (14) of 2018
Regarding the Central Bank &
Organization of Financial Institutions
and Activities and its amendments.

This  Standard complements  the
requirements outlined in the Regulation
Regarding Takaful Insurance and the
Corporate Governance Regulation for
Insurance Companies.

Where this Standard includes a
requirement to provide information, to
take certain measures, or to address
certain items listed as a minimum, the
Central Bank may impose requirements,
which are additional to the requirements
provided in the relevant article.
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Article (2)
Objective

The objective of this Standard is to set the
minimum  requirements  for  the
Companies (“the Company”) to ensure
their compliance with Islamic Shari’ah
Provisions in all their objectives,

activities, operations, and code of
conduct.

This Standard elaborates on the
supervisory expectations of the Central
Bank with respect to Shari’ah
Governance for Takaful Insurance
Companies.

Article (3)

Scope of Application

This Standard applies to all incorporated
Takaful Insurance Companies. The
Companies established in the UAE with
Group relationships, including
Subsidiaries, Affiliates, or international
branches, must ensure that the Standard
is adhered to on a solo and Group-wide
basis.

This Standard must be read in
conjunction with the standards and
resolutions issued by the Central Bank
and the Higher Shari’ah Authority
(“HSA”) and notified to Takaful
Insurance Companies.
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Article (4)
Definitions

For the purposes of this Standard, the following
words and phrases shall have the meanings
stated below.

a.

Senior Management: The individuals or
body responsible for managing the
Company on a day-to-day basis in
accordance with strategies, policies and
procedures set out by the Board,
generally including, but not limited to,
the chief executive officer, chief
financial officer, chief risk officer, and
heads of functions of compliance,
Internal Shari’ah Control, internal audit
and Internal Shari’ah Audit.

Independence: Ensuring that the ISSC is
not subject to any form of undue
influence when issuing resolutions and
Fatwas in accordance with the Shari’ah
parameters, and ensuring that the Internal
Shari’ah Control Division and Internal
Shari’ah Audit Division are also not
subject to any form of undue influence.
This should be carried out to strengthen
the  confidence  of  Participants,
shareholders and stakeholders in the
Company’s compliance with Islamic
Shari’ah Provisions.

External Shari’ah Audit: An annual
assessment conducted by external body
to inspect and assess the Company’s
compliance with Islamic  Shari’ah
Provisions and the level of adequacy and
effectiveness of its Shari’ah governance
systems.
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Internal Shari’ah Audit: The regular
process to inspect and assess the
Company’s compliance with Islamic
Shari’ah Provisions and the level of

adequacy and  effectiveness  of
Company’s Shari’ah governance
systems.

Islamic Shari’ah Provisions:

a. The resolutions, Fatwas, regulations
and standards issued or approved by
the Higher Shari’ah Authority in
relation to businesses and activities
of  the Company  ("HSA’s
Resolutions™),

b. The resolutions and Fatwas issued or
approved by the Internal Shari’ah
Supervision Committee of the
respective Company, in relation to
businesses and activities of such
Company ("ISSC’s Resolutions"),
provided that they do not contradict
HSA’s Resolutions.

Contribution: The consideration which
the Participant undertakes to pay on basis
of the donation (Tabarru’) commitment
for his/her subscription in Participants’
Account with the Company in order to
compensate the damages or pay the
benefits to the eligible beneficiary.

Takaful Insurance: A collective
contractual arrangement aiming at
achieving mutuality and cooperation
among a group of Participants against
certain risks, whereby each Participant
pays certain Contribution to form an
account called the Participants’ Account.

e dlae ;gii\.ﬁ\ gﬁﬂ\ &éﬂ‘
el (g2 aniiy and & JiE
a5 dpadly) Ay il GlSal AS il
Gae il AaSal) ala dllady AUS

sdadlay) Aoy Hl) alal
Galall s gl y ol ) gall
laadiai 5l L sl il el
Gl Lad dae S8l Llall dagel)
a,al iy JleYo

(Mgl il ) Ay
el Al gl g ) alls o
e Al L) Dial ladiad
Gl Lad dyiaall 4 )2l A1)

@l ") gkl Llleely
liallas aae Ay yd o("daall
Al ) A

& il ey s il ) aiy)
S gyl A Y Gl Ll asiy
G Skl Clua 48l
83 5l ¥ (g g Jal (e 48,40

Gy (gl il

elan (a8l aglaii o B (paalill
O ol JiSall At ) caagy
dgalse A oS all e de e
&0 agie JS o Cus dima Jasl
Glaa 585 ) g2 Ope )il
A e s S idall Gl ey

43/6



CBUAE Classification: Public

This account is used for paying the
entitled compensations and/or benefits
when risk is realized, in accordance with
the terms and conditions. The Company
manages this account and invests its
funds.

All transactions of the Company shall be
in accordance with the Islamic Shari’ah
Provisions.

Participants’ Account: An account
created by the Company to deposit the
Contribution amounts, the returns from
its investment, and the revenues from the
Takaful Reinsurance (Retakaful). The
personal capacity implications should be
attributed to this account and it should
have financial independency from the
Company. This account shall be
responsible for compensating
Participants, beneficiaries and affected
third parties, in accordance with the
terms of the Takaful Insurance Policies.
The Wakala fees and the amounts of
compensation and/or benefits are paid to
the Participants from this account, in
addition to the relevant allocations or
reserves, as determined by the Central
Bank. The Company must manage the
account on behalf of the Participants by
Wakala and it must represent it in all
matters related thereto.

This account is termed as (Risk Coverage
Account) in family Takaful insurance.

Takaful Insurance Accounts: All
accounts existing at the Company,
including Participants’ Accounts and/or
Participants Accounts for family
Takaful insurance, and shareholders’
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the Takaful
the

accounts, noting that
Insurance is exclusively of
Participants’ Accounts.

Subsidiary: An entity (the 'first entity’)
is a subsidiary of another entity (the
'second entity') if the second entity:

a. holds a majority of the voting rights
in the first entity;

b. isashareholder of the first entity and
has the right to appoint or remove a
majority of the Board or managers
of the first entity;

c. isashareholder of the first entity and
controls alone, pursuant to an
agreement with other shareholders,
a majority of the voting rights in the
first entity; or

d. if the first entity is a subsidiary of
another entity which is itself a
subsidiary of the second entity.

Affiliate: An entity that, directly or
indirectly, controls, is controlled by, or is
under common control with another
entity. The term control as used herein
shall mean the holding, directly or
indirectly, of voting rights in another
entity, or of the power to direct or cause
the direction of the management of
another entity.

Fatwas: Juristic opinions on any matter
pertaining to Shari’ah issues in Takaful
Insurance, issued by HSA or ISSC.

Cllaay Gl sl il
S el ol e (bl
LS il Sl (s

QLS LSl S Al ASyd

QLI AT LS Aadls 38 5 ("d5Y)

P W g RN g AR (i

&b sl Geia dulel dly
¢J5Y) sl

Gl s oY) LSl G laalua o
slacl dulel A6 o e b
¢4y 30 o JgY) LU 3 i) Gulaa

)L.\uu“ 2 9 Gdj‘\}“ Ult.‘g‘ ‘_,’A: \AALMA .z
dayne AlE) AL See waag
e Al pealae (g 4in
GRSl (8 peaill (98 Aple]
Ji §d‘;\}}\

Aali A58 Y gl gls 1y
A0 il a0 QAT ol
(A LSl Al

s 058 ObS ARRA Ay
S Dl 5odle e ol 3,dla
A8 yila B‘)l::u Gial ji ale \‘)Ja..g.um
8badl mllaias ey AT S aa
o sl dliadl @DieY) la axdill
QAT LS (B patl) (5 58a1 0L
wa g A )l apa gl AL

AT S sl

e Allisa 6\ & Aol ¢ JY) ;g glidl)
GBS il 8 Ao Hall il
e A0 A8 0 diad 5l Aigl) La jaai

Adaal)

43/8



CBUAE Classification: Public

Internal Shari’ah Control Division (or
Section): A technical division (or
section) in the Takaful Insurance
Company that supports the ISSC in its
mandate.

Internal Shari’ah Supervision
Committee: A body appointed by a

Company, comprised of scholars
specialized in  Islamic  financial
transactions,  which  independently

supervises transactions, activities, and
products of the Company and ensure its
compliance with Islamic Shari’ah
Provisions in all its objectives, activities,
operations, and code of conduct.

Board: Takaful Insurance Company’s
board of directors.

Group: A group of entities which
includes an entity (the “first entity”) and:
a. any Parent of the first entity;
b. any Subsidiary of the first entity or
of any Parent of the first entity;
c. any Affiliate.

Participant: An individual that holds a
Participation Membership Policy and a
Takaful  Insurance  Policy, who
undertakes to regularly pay the
Contribution, and who, or his/her legal
heirs or assignees, where assignment is
allowable, shall have the right to receive
compensations or benefits provided by
the Participants’ Account.
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Shari’ah  Non-Compliance  Risks:
Probability of financial loss or
reputational risk that Takaful Insurance
Company might incur for not complying
with Islamic Shari’ah Provisions.

Confidential Information: Information
that is publicly unavailable and which
may only be disclosed where permitted.

Regulation:  Regulation  regarding
Takaful Insurance issued in 2022.

Company/Companies: The Takaful
Insurance  Company,  which s
incorporated and practices its business in
accordance with the provisions of the
Law, the Executive Regulation and the
Regulation regarding Takaful Insurance,
and whose all businesses and activities
are in accordance with the Islamic
Shari’ah Provisions.

Higher Shari’ah  Authority: An
authority that exercises the mandates and
authorities stipulated in Regulation
regarding Takaful Insurance and the
notices issued by the Central Bank.

Article (5)
General Requirements

The Company must comply with Islamic
Shari’ah  Provisions in all of its
objectives, activities, operations and
code of conduct at all times.
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5.2

5.3

54

The Company must have in place
governance controls and mechanisms in
accordance to its size and complexity of
its operations to ensure compliance with
Islamic Shari’ah Provisions in all of its
objectives, activities, operations and
code of conduct.

Branches of foreign licensed Takaful
Insurance Companies that conduct
businesses and activities in accordance
with the Islamic Shari’ah Provisions
must adhere to this Standard or establish

equivalent arrangements to ensure
regulatory comparability and
consistency. The equivalent

arrangements, if applicable, shall include
the matters related to general assembly,
the Board and its committees without
contradicting the prevailing laws in the
UAE. The equivalent arrangements shall
be submitted to the Central Bank for
approval.

The Shari’ah governance of a Company
must include the following as minimum
requirements:

Stating the responsibility of the Board in
regards to the Company’s compliance
with Islamic Shari’ah Provisions, the
complete supervision on the Company,
and establishing an adequate Shari’ah
governance framework.

Identification of the Senior Management
responsibilities related to the Company’s
compliance with Islamic  Shari’ah
Provisions and providing adequate
resources for implementation of Shari’ah
governance requirements to ensure that
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5.6

the Company’s businesses are carried out
in compliance with Islamic Shari’ah
Provisions.

Appointment of a qualified Internal
Shari’ah Supervision Committee
(“ISSC”) in accordance with the fit and
proper requirements set out in this
Standard.

Establishment of Internal
Control Division.
Establishment of Internal Shari’ah Audit
Division®.

Publication of the ISSC’s Resolutions
regarding the Company’s products,
services, fees, and other basic
mechanisms governing its operations.

Shari’ah

This Standard must be implemented
through a set of policies and procedures
that outline the structure, roles,
responsibilities, accountability, scope
and duties of different functions, and
reporting lines and communication
channels between different functions
with regard to the Company’s
compliance with Islamic Shari’ah
Provisions.

The Company must spread awareness
regarding Takaful Insurance and boost
the culture of compliance with Islamic
Shari’ah Provisions within the Company,
including conducting workshops for the
members of the Board and Senior
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! The requirements stated in (d) and (e) are not related to the number of employees within the concerned division, as
the division can be managed by one person. The number of employees required is subject to the size and nature of the
business of each Company. The number of employees is determined, after consultation with the ISSC, to carry out
their responsibilities.
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6.1

6.2

6.3

Management on Takaful Insurance and
compliance  with Shari’ah
Provisions.

Islamic

Article (6)
Responsibilities of the Board

The Board of a Company is ultimately
responsible  for the  Company’s
compliance with Islamic  Shari’ah
Provisions. The Board is expected to be
aware of Shari’ah Non-Compliance
Risks and its potential impact on the
Company. Accordingly, the Board is
responsible  for  establishing and
implementing a Shari’ah governance
framework that is commensurate with the
size and complexity of the Company’s
operations and its risk appetite, to ensure
its compliance with Islamic Shari’ah
Provisions.

The Shari’ah governance framework
shall incorporate the three lines of
defense approach comprising the
business line, Internal Shari’ah Control
function, and Internal Shari’ah Audit
function.

The Board must nominate ISSC
members to the general assembly which
has the authority to establish the ISSC
and to appoint its members.

The Board must, in coordination with the
ISSC, ensure the development, approval
and implementation of internal policies
related to the Company compliance with
Islamic Shari’ah Provisions.
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6.4

6.5

6.6

The Board must maintain an effective
communication with the ISSC, and
conducting meetings to discuss issues
pertaining compliance with the Islamic
Shari’ah Provisions, with at least one
meeting per financial year.

The Board must refer to the ISSC for all
Shari’ah  matters related to the
Company’s activities, operations and
code of conduct.

The Board must ensure that the annual
Shari’ah report issued by the ISSC is
submitted to the HSA for review and
approval before presenting it to
shareholders at the general assembly.

Board’s Risk Committee

6.7

The Board’s Risk Committee (“Risk
Committee”) must

supervise and monitor management of
Shari’ah Non-Compliance Risks, and set
controls in relation to this type of risk, in
consultation with ISSC and through the
Internal Shari’ah Control Division.
approve the establishment of framework
for management of Shari’ah Non-
Compliance Risks as part of the overall
risk ~management system of the
Company, and must review it and
oversee its implementation by the Senior
Management.

ensure there is an information system that
enables the Company to measure, assess
and report Shari’ah Non-Compliance
Risks. It must also ensure that reports are
submitted on a timely manner to the
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Board and Senior
suitable formats for
understanding.

Management, in
their use and

Board’s Audit Committee

6.8

The Board’s Audit Committee (“Audit
Committee”) must:

evaluate the effectiveness of the
Company’s internal policies that were
approved by the ISSC and designed to
monitor compliance of the Company
with Islamic Shari’ah Provisions.
assess the effectiveness and adequacy of
Internal ~ Shari’ah  Audit and its
contribution in ensuring Company’s
compliance  with Shari’ah
Provisions. The Audit Committee’s
responsibility includes the following:
Assess the independence,
effectiveness and adequacy of
Internal Shari’ah Audit scope and
programs.
Review the reports prepared by the
Internal Shari’ah Audit Division to
ensure that all necessary measures
have been undertaken.

Islamic

Facilitate the work of the Internal
Shari’ah Audit Division.

Hold regular meetings with the head
of the Internal Shari’ah Audit
Division with a minimum of two
meetings in a financial year.

review the scope, results, and adequacy
of the External Shari’ah Audit review (if
applicable). In addition, the Audit
Committee’s responsibility includes the
following:

Baaaall Cudlgall (A a8 3y )
JE ‘;L Llall T’J\J\?ﬂ} EJ\J}” u.d;d

) palanal dalal) bl Aiad

(Y Jae (MGaal Ay 3 lay)
Aalall AS,al Al Adled s
38 el de guagall g A3l (pe Badinall

ey Ay il al&aly ol Y

Al il Glaca b adlgu) (s3a 5 LAl
Ayl Ay ) eLSAL as il
ol Lo il iad A g hane Jaii g

Bl 4S5 Allad g DL i
(A1 e yal) 5El gl s

351 b e 3anal) el Aaal je -
e S Jalall e pal g8l
Lo DU Cled jaY) Aas) 23 8
\e

= Al AN B o) dage Jgusi -
PSR

o) e Ay Sleldial e
Al e il gaxdl 3
P Y e i damas
Al daud)

LS ey iy Glai Axal

1) Al o il GEx daal j

Aal Al e dodi WS (Bbie IS

il e (il

43 /15

8.6



CBUAE Classification: Public

6.9

7.1

7.2

Facilitate the work of the External
Shari’ah Auditor.

Review the reports prepared by
External Shari’ah Auditor to ensure
that the Senior Management have
taken all necessary measures in this
regard.

Hold meetings with the External
Shari’ah Auditor with a minimum of
once in the financial year.

It is recommended that the Audit
Committee invites a member of the ISSC
to attend the meetings when discussing
the Internal Shari’ah Audit report to
ensure compliance of the Company with
the resolution of the ISSC concerning the
content of the report. The Audit
Committee and the member of ISSC
cannot change the ISSC’s resolution in
this regard.

Article (7)
Responsibilities of the Senior
Management
The Senior Management must execute
and manage the Company’s businesses
and activities in compliance with Islamic

Shari’ah Provisions.

The Senior Management is responsible
before the Board for:

submitting Shari’ah matters related to all
Company’s businesses and activities,
including  its  policies, internal
regulations, code of conduct, services
and products to the ISSC, and should not
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7.3

7.4

7.6

7.7

consider approval of any of the Group’s
Shari’ah supervision committees (or
equivalent committees) outside the UAE
as substitution to approval of the ISSC,
and

ensuring implementation of the ISSC’s
Resolutions.

The Senior Management must fully
disclose all relevant information required
by the ISSC in a transparent, accurate and
timely manner.

The Senior Management shall provide
the ISSC with financial and human
resources that are commensurate with the
Company size and the nature of its
business.

The Senior Management must:

facilitate work of the Internal Shari’ah
Control Division, Internal Shari’ah Audit
Division and External Shari’ah Audit (if
applicable),

ascertain that the Shari’ah auditors are
not obstructed in their work,

enable Shari’ah auditors to access
information or staff, from all different
levels.

The Senior Management is responsible to
establish sufficient knowledge regarding
the compliance with Islamic Shari’ah
Provisions in the Company.

The Senior Management must report to
the Board regarding Company’s
compliance with Islamic  Shari’ah
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Provisions in all of its businesses,
activities, policies, internal regulations,
and code of conduct.

Article (8)
Internal Shari’ah Supervision
Committee

Membership, Appointment and Composition

8.1

8.2

8.3

84

85

The Board shall nominate the members
of the ISSC, and send the member’s
appointment request to the HSA for
approval prior to presenting its
nomination to the general assembly.

The Company’s general assembly has the
authority to appoint the ISSC members
based on the Board’s nomination and
after the HSA and the Central Bank’s
approval.

The composition of ISSC members in a
Company must not be less than (3) three
members that meet the fit and proper
criteria (as prescribed in this Standard).

Emirati members in the ISSC must not be
less than one third.

The membership of each member in the
ISSC is subject to the following:

must not exceed three ISSC
memberships in Takaful Insurance
Companies inside the UAE,
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8.6

8.7

8.8

must not exceed a total of fifteen (15)

ISSC (or equivalent committees)
memberships in Islamic financial
institutions and Takaful Insurance

Companies inside and outside the UAE,

only one member of the Company’s
ISSC may have more memberships than
what is stated in Article (8.5/b).

The HSA may exempt UAE nationals
from the Article (8.5) if appropriate.

If a position of ISSC member becomes
vacant, at any time, and that causes lack
of quorum (more than the half), the
Board must nominate a substitute
member and seek approval as per the
process in Article (8.2).

However, if a position of ISSC member
becomes vacant, at any time, and this
leads to non-compliance with the Article
(8.3) of this Standard, but it does not
breach the quorum, the Board may
appoint a member after obtaining
approvals of the HSA and the Central
Bank on the appointment. It is not
required in this case to hold the general
assembly for the appointment provided
that the appointment is tabled to the
general assembly for final approval in its
next meeting.

The term of office for ISSC members
shall be specified in the Company’s
engagement letter with a minimum of
three years, and may be renewed for a

(15) e dwed Hslaii ¥ ol <
Lol AL gl (A dpac
Gl all 3 (LaSa 3L ) 2l
cpaldll Sy Ady) AWl
e iy A all Jala Jlalsal

Lalll eloach (po Jadd aalgl sy .z
83 Lae ST 4y game (585 g 48 Al
(+/5.8) 3l B

i HleY) A g ikl ge A () Al
13) (5.8) sl (e Basiall Ay sl

YY) el

oSS s cuale jad )
Gld e iy iy gl 8 daalll gliac]
e S8 Sl Claill JLeS) ane
odaa o gy O g 43l (ol
aae Jay A gime ol o3 laY)
Baladl s aldieW) Gl Ja g
(2.8)

e ST gome cuaie s 13 W
sy Lay <y gl (8 daalll gliac
oo i als Jlxall 138 (e (3.8) Ll
Sy 43l ¢ Al Clailly A el
M s el BHMYI Gulad
Lell e Alge o Jsanll
(papadll Ny (5 S pall o padl
dr (el dza sardl Apnaall 23 o 5L Y
(el Aldie DU danlall dga ganl)

Zaalll eliac | 4y gume B daa3 () sy
J8 Y 5 AS il ae Bl yY) Al 4
O sy el s O e el Ba

43 /19

6.8

7.8

8.8



CBUAE Classification: Public

8.9

8.10

similar period based on the Board’s
recommendation and after obtaining
approvals of the HSA and the Central
Bank, and presenting the same to the
general assembly.

The engagement letter must also specify
the responsibilities of the ISSC members
and their remuneration. The
remuneration must not be linked to the
performance of the ISSC members.
Alongside the engagement letter, the
Company must attach the ISSC charter.

The appointment of an ISSC member is
valid for the said period, stated in Article
(8.8), without the need to approach the
HSA and general assembly for approvals
every year. The approvals are required
only in the following cases:

First time appointment of the ISSC
member/s; and

Renewal of the appointment of the ISSC
member/s for a similar period (three
years).

The ISSC member must not serve the
same Company as ISSC member for
more than twelve years consecutively
from the date of issuance of this
Standard. The calculation of term period
shall be restarted if membership is
suspended for three years.

Fit and Proper

8.11
a.
b.

Member of the ISSC must:
be a Muslim individual (not a company);

hold a bachelor degree (as a minimum) in
Islamic ~ Shari’ah, particularly in
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8.12

jurisprudence of financial transactions,
from a university that is acknowledged in
Shari’ah studies, or have a minimum of
10 years’ experience in Fatwas issuance
related to jurisprudence of financial
transactions;

have proven competence and expertise,
especially in jurisprudence of financial
transactions;

have a strong comprehension of
insurance in general and Takaful
Insurance in particular, and should have
worked in the spectrum of Islamic
finance and/or Shari’ah supervision for a
minimum of ten (10) years whether in
direct employment or advisory level, or
at least fifteen (15) years of post-
graduation experience in teaching and
scientific research related to
jurisprudence of financial transactions
and Takaful Insurance;

have good knowledge of the legal and
supervisory  framework related to
financial and insurance activities in the
UAE;

be excellent in Arabic, and preferably to
have good knowledge of English; and

have good conduct and behavior,
particularly with regard to credibility,
integrity, and reputation in professional
and financial transactions.

HSA may exempt UAE candidates from
some of the clauses stated in Article
(8.11) that would not impair their
competence in performing their duties,
provided that the candidate commits to
the development and training required by
the HSA.
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Termination or Resignation of 1SSC

Member

8.13

8.14

Termination or resignation of ISSC
members requires a no-objection from
the HSA and the Central Bank, before
being presented to the general assembly
for approval.

The request must clarify the reasons for
termination or resignation of the ISSC
member.

Responsibilities of 1SSC

8.15

8.16

8.17

The ISSC  undertakes  Shari’ah
supervision of all businesses, activities,
products, services, investments,
contracts, documents, and code of
conducts of the Company.

The ISSC issues resolutions and Shari’ah
Fatwas that are binding upon the
Company. The members of the ISSC are
accountable for the resolutions and
Fatwas they issue to the Company, and
their compliance with the standards and
resolutions issued by the HSA.

The ISSC must monitor, through the
Internal Shari’ah Control Division and
Internal Shari’ah Audit Division, the
Company’s compliance with Islamic
Shari’ah Provisions.

The ISSC must hold at least four
meetings per year, and at least one
meeting per year with the Company's
Board, in accordance to the format
charter approved by the HSA.
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8.18

The ISSC shall decide on Shari’ah
matters that relate to all businesses and
activities of the Company, including its
policies, internal regulations and code of
conduct, and this includes carrying out
the following responsibilities:

Reviewing the Takaful Insurance
operating model, underlying contracts
and  supporting  materials  (e.g.

underwriting and claims settlement
manual/guidelines etc.).
Reviewing and approving the policy and

procedures that govern  Takaful
Insurance Accounts (e.g. segregation of
accounts and transparent financial

resources flow between the accounts
etc.), surplus distribution, and deficit

coverage
Reviewing and approving  the
Company’s products, services and

marketing materials.

Reviewing and approving the investment
policy and the Shari’ah screening criteria
to ensure the compliance of the
investment activities in both
shareholders’ accounts and Participants’
Accounts, with the Islamic Shari’ah
Provisions.

Reviewing and approving the Retakaful
agreements concluded by the Company
to ensure their compliance with the
Islamic Shari’ah Provisions.

Setting controls for ceding to
conventional  reinsurance on  an
exceptional basis, and the permission to
add the revenues from the conventional

Al e 3 Ll

dladl 4 cdl Lalll e any
il g Jlael paany dalaiall dye i)
[PEN A PR P PR EWINE | g R DVFE N
A Jadny delee 5o gas dplalal)
AY) S g gesally ALl

o) Jae zisad dlaicly dxalye
Clatiall 3 daulal) 38l s 8l
A gt (o g CLESY) Jaly - Jie) dac
(L e s clladl

Sle) m¥ s bl dldie) 5 dral yo o
Jic) A<l Ol il AaSlall
laanl) dadled ¢ lbleadl fu Juadl)
aoss (e s clblaall o
o) dpdais g (ailall

Cladlly clatidl el deal e .z
A gusil) W) ga 5 4S50 Lgani il

DY) duls dldiely  daal e 2
Of (e SEL o il (asdll e
Gllia e S 4 Ly ddaday)
G855 S il Sl 5 Cpanlisdl)
gDyl day 5al) Qs ae

caldl) ale) L) dlade) g Axal w0
Olaal 4S5l lgwpn Al el
AaSluY) Aag il Sl e LBl 5

Ol Bale) () o galll da guia aiias L
alial U‘ j\ﬁ} PRy Lﬁ.ﬁ,}hﬂ\
o ) i) el sale ] calal )
OS iall

43 /23

18.8



CBUAE Classification: Public

8.19

8.20

Reinsurance to  the
Account.
Setting controls for co-insurance with the

conventional insurance companies.

Participants’

Reviewing the Zakat calculation and
specifying the amount of Zakat due on
each share of the Company.

Reviewing the charity account before
granting the approval for disposal.

Reviewing the financial statements of the
Company to ensure compliance with
Islamic Shari’ah provisions.

Preparing an annual Shari’ah report.

Continuous monitoring the Company's
business and activities, through Internal
Shari’ah Control Division and Internal
Shari’ah Audit Division, in terms of its
compliance with the Islamic Shari’ah
Provisions.

In fulfilling its responsibilities, the ISSC
may engage the experts and consultants
with appropriate expertise in the relevant
fields (e.g. insurance, law, accountancy
and investment management) as
required. The said experts and
consultants may attend and contribute to
ISSC meetings without voting on the
Fatwa or resolution.

In case a Shari’ah non-compliance issue
is identified, the ISSC must review and
approve:

remedial measures, if such remediation is
feasible.
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8.21

the treatment required by Shari’ah for the
outcome of the Shari’ah non-compliance
issue if the remediation is not feasible.

preventive  measures to  avoid

reoccurrence of such issues.

Reporting the above to the Company’s
Board or its relevant committee. If the
Company fails to address the proposed
remedial action, the ISSC must report it
to the HSA or the Central Bank.

The ISSC must review and approve all
business operations, products, services
investments, and financial securities that
the Company executes, issues, manages,
promotes, or offers to its customers
(Participants and potential Participants)
in order to ensure the compliance with
the Islamic Shari’ah provisions. The
approvals from other ISSCs, within or
outside the UAE, in relation to the above,
should not be used as a substitute to the
ISSC approval.

Annual Shari’ah Report

8.22

The ISSC must issue an annual Shari’ah
report stating the extent of Company’s
compliance with Islamic  Shari’ah
Provisions. It should be published within
the financial statement in the Company’s
disclosures and other means possible, in
accordance with this Standard and
requirements issued by HSA.
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8.23  The annual Shari’ah report of the ISSC
must contain the main components
specified by the HSA.

8.24 The annual Shari’ah report must be
submitted to the HSA for review and
approval prior to presenting the same at
the general assembly.

Performance Assessment of ISSC

8.25 The Company in coordination with the
Chairperson of the ISSC shall develop an
assessment  for ISSC based on the
following aspects:

a. Shari’ah and scholarly aspects in terms of
the member’s participation in decision
making, discussions, and review of
contracts, documents and reports
submitted to the ISSC. This represents
70% of the assessment.

b.  Organizational aspect in terms of
members’ attendance of meetings and
adherence to meeting schedule (dates and
times), and other procedures prescribed
by the ISSC charter, in line with this
Standard. This represents 30% of the
assessment.

The Company should inform each ISSC
member upon appointment and at the
beginning of each financial year about
the assessment criteria.

8.26 At the end of the financial year, the
Chairperson of the ISSC shall provide the
HSA with a report on performance
assessment taking into consideration the
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instructions issued by the Central Bank
that relates to development and training
of individuals who work in Shari’ah
Supervision in  Islamic  financial
institutions.

Based on the performance assessment,
the Company may encourage the I1ISSC
members to attend/participate to any
relevant program/training that relates to
global development in Takaful Insurance
and Insurance.

ISSC Charter

8.28

The Company must adopt a charter for
the ISSC that defines details of decision
making process and their
implementation, and sets adequate
methods to fulfill ISSC’s responsibilities
without prejudice to the requirements of
this Standard, and in accordance to the
template approved by the HSA.

ISSC Independence

8.29

ISSC members must be independent in
conducting their responsibilities. The
following controls and guidelines, as a
minimum, must be observed to ensure
the independence of ISSC members:

A member of the ISSC must not have a
first-degree relative as member of a
Company’s Board or Senior
Management in the Company.

A member of the ISSC must not be an
owner/shareholder of/in a company that
provides consultancy or Shari’ah
services to the Company where he/she
acts as member of ISSC.
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8.30

A member of the ISSC must not be
employees of the Company or any of its
Affiliates when serving as member of the
ISSC and should not provide services to
the Company outside the scope of the
ISSC’s assigned functions.

A member of the ISSC shall not accept
any allowance from the Company or its
Affiliates other than the allowance he/she
receives for being member of the ISSC,
the allowance for attending 1SSC
meetings, and other matters related
thereto. If a service or product is offered
to a member of the ISSC, such member
shall be treated as ordinary customers
and shall not receive any preferential
treatment.

A member of the ISSC or his/her first or
second-degree relatives, shall not own a
share equal to/or more than 5% of the
Company.

A member of the ISSC must not hold
controlling interests in companies’
shares and/or other investments in which
the Takaful Insurance Accounts’ funds
are invested in.

The entitlement to ISSC allowances shall
not be conditional on achieving certain
results, or linking it to the results of the
services provided by the ISSC
(conditional remuneration).

In case of conflict of interest, including
non-compliance with Article (8.29), a
member of the ISSC must do the
following to resolve the said case:

disclose any conflict of interest cases, to
the ISSC, related to his/her family
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members or business partners or
companies he/she has interest in;

where there is a temporary conflict of
interest, abstain from participating in the
relevant discussion, decision or action; or

if the issue remains unresolved, the ISSC
member with the issue of independence
impairment must notify and report to the
Company’s Senior Management in
writing to take the necessary actions.

The Company must immediately notify
the Central Bank if it becomes aware of
any material information that may
negatively affect the independence of
any ISSC member.

Accessibility

8.32

8.33

The ISSC members have the right to
access at any time all the records,
contracts and documents of the
Company, and it may request the
clarifications it deems necessary to
perform its responsibilities, and the
Company’s Senior Management must
provide  such  clarifications  and
information.

In the event that the Company fails to
enable the ISSC to perform its
responsibilities, the ISSC must state the
same in a report and submit it to the
Company’s Board or the Board’s audit
committee. If the ISSC’s request has not
been addressed, the ISSC must inform
the Central Bank and the HSA.
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Confidentiality

8.34

A member of the ISSC must not disclose
Confidential  Information of the
Company unless such disclosure is
required by the Central Bank or by law.

Consistency

8.35

8.36

9.1

The ISSC members should strive to
achieve unanimity in relation to the
resolutions and Fatwas. The ISSC shall
not resort to majority vote unless
members are unable to reach unanimity
within a reasonable period.

In cases where disagreement arises over
a Shari‘ah opinion, between members of
the ISSC, or disagreement between the
ISSC and the Board, over the compliance
or noncompliance of a particular matter
with the provisions of Islamic Shari ah,
the disagreement shall be referred to the
HSA, whose opinion on the matter shall
be final.

Article (9)
Internal Shari’ah Controls

The Company must establish effective
internal Shari’ah controls comprising
three lines of defense approach that are
independent from each other, which
includes:

the first line of defense, represented by
the business line, which shall set clear
policies, procedures, and controls,
approved by the ISSC, for executing the
business activities in a manner compliant
with Islamic Shari’ah Provisions at all
times.
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9.2

9.3

10.1

the second line of defense, represented
by the Internal Shari’ah Control
Division, which undertakes the functions
prescribed in Article (10), and it shall not
be organizationally part of any business
division or reporting to it.

the third line of defense represented by
Internal Shari’ah Audit Division, which
undertakes Shari’ah audit and monitors
compliance prescribed in Article (11),
and it shall not be organizationally part of
any business division or reporting to it.

The Company must provide sufficient
financial and human resources that suit
the size and nature of Company’s
that Shari’ah
Control Division and Internal Shari’ah
Audit Division can carry out their work
effectively  and efficiently, in
consultation with the ISSC.

activities so Internal

The Internal Shari’ah Control Division
and Internal Shari’ah Audit Division
perform two different tasks, and must be
separate from each other in terms of
reporting and human resources, in
accordance with the three lines of
defense approach.

Article (10)
Internal Shari’ah Control Division

Each Company shall have in place an
Internal Shari’ah Control Division in its
Shari’ah governance framework. This
division ascertains Shari’ah compliance
and supports the ISSC in its duties. It is
comprised a number of employees that is
commensurate with the size and the
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10.2

nature of the Company’s operations. The
ISSC shall supervise the work of this
division from the technical perspective.

The Company must have specified work
procedures related to the Internal
Shari’ah Control Division and it must
carry out its duties in line with the said
procedures.

Fit and Proper

10.3

The Company must appoint a head for
the Internal Shari’ah Control Division,
after obtaining the Central Bank’s
approval, who shall report to the Board.
The head of this division must:

be a Muslim;

have a university degree in Islamic
Shari’ah, or relevant specializations;

have a professional certificate in Shari’ah
supervision and/or Takaful Insurance
from one of the organizations that
supports Islamic finance like the
Accounting and Auditing Organization
for Islamic  Financial Institutions
(AAQIFI), the General Council for
Islamic Banks And Financial Institutions
(CIBAFI), or other recognized
institutions that issue similar
certifications. It is also preferable to have
a professional certificate in insurance
issued by a local or an international
organization;

have an experience of ten (10) years, as a
minimum, in the field of Shari’ah
supervision in  Islamic  financial
institutions, including at least five (5)
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years Shari’ah supervision in Takaful 2,0 Jlae & Gl i el e 4
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Secondly: Shari’ah Consultations Function

This function provides consultation
based on the ISSC’s Resolutions in
regards to:

contracts, documents and other aspects
related to the Company’s products and
services, including products manual,
policies, internal procedures,

Company’s Shari’ah related inquiries
and issues,
marketing/advertising  materials
publications,

customers complaints (related to the
compliance with Islamic  Shari’ah
Provisions), and

other Shari’ah issues faced by the
Company especially the ones related to
Takaful Insurance operating model and
products.

and
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Fourthly: Shari’ah Compliance Function

This function does not report to any other
compliance function in the Company. It
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concerns with Shari’ah compliance and it
is responsible to conduct the following:
performing regular Shari’ah monitoring
and assessment on the Company’s
businesses and activities to ensure
Shari’ah compliance with resolutions,
regulations, standards, which are issued
by the Central Bank and the HSA,
ensure the first line of defense conducts
the tasks in accordance with the approved
procedures from the relevant entities, in
particular the ISSC (e.g. segregation
between the Participants’ Accounts and
the Shareholders’ accounts, the existence
of a documented and approved
mechanism for the distribution of surplus
to the participants, deficit in Participants'
Account is covered via Shari’ah
compliant mechanisms), and

ensure the Company establishes a Zakat
Fund.

The Shari’ah compliance function must
not be outsourced to external entities.

Fifthly: Shari’ah Training Function

This function is responsible for the
following:

conducting training for Company’s staff
on those aspects of their duties related to
Company’s compliance with Islamic
Shari’ah Provisions,

qualifying  employees  with  the
information and skills that they need
based on the nature of work of each
employee, to ascertain that the Company
complies  with  Islamic  Shari’ah
Provisions at all times, and
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105

10.6

assisting the Senior Management in
implementing a continuous professional
Shari’ah-related training and
development program.

The Internal Shari’ah Control Division
must not issue resolutions or Fatwas.
Instead, the Internal Shari’ah Control
Division must refer back to the ISSC in
all matters that it considers and all tasks
it carries out, unless there were
resolutions or Fatwas issued for the
matters before.

Internal Shari’ah Control Division staff
shall not undertake any executive powers
or responsibilities related to the
businesses and activities that may be
monitored by themselves.

Reporting Lines

10.7

10.8

The Shari’ah compliance report must be
submitted to the ISSC to look at the
technical Shari’ah matters prior to
submitting the same to the chief
executive  officer. The  Shari’ah
compliance function must have the right
for direct access to the Board.

The duties of the Shari’ah compliance
function  must  complement the
compliance function of the Company.
This function must have a dotted
reporting line to the head of compliance
of the Company to submit reports
regarding the compliance with Islamic
Shari’ah Provisions for information. The
head of compliance shall not have any
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10.9

111

11.2

authority or responsibility related to the
Shari’ah Compliance function.

In matters related to promotions, bonus,
performance assessment, and
termination, the Internal Shari’ah
Control Division’s head and staff shall be
carried out by the Board or its
committees in consultation with the ISSC
and it must not be carried out by the
Senior Management.

Article (11)
Internal Shari’ah Audit Division

The Internal Shari’ah Audit Division
undertakes Shari’ah audit and monitors
Company’s compliance with Islamic
Shari’ah Provisions. This is conducted
through an annual plan to collect and
assess evidence of Company’s activities
and transactions to ensure their
compliance with Islamic Shari’ah
Provisions and ensure the adequacy of
internal  procedures Shari’ah
governance framework.

and

Within  the Shari’ah  governance
framework, the Company must have
specified work procedures related to
Internal Shari’ah Audit Division.

Fit and Proper

11.3

The Company must appoint a head for
Internal Shari’ah Audit Division, after
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2 In the event of not appointing a head for Internal Shari’ah Audit Division, the Company shall appoint a trainee
auditor or more (depending on the Company’s size) and he/she meets the minimum requirements for internal Shari’ah
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obtaining the Central Bank’s approval,
who shall report to the Board. The head
of this division must:

be a Muslim;

have a university degree in Islamic
Shari’ah, or relevant specializations;

have a professional certificate in
Shari’ah supervision and/or Takaful
Insurance from one of the organizations
that supports Islamic finance like the
Accounting and Auditing Organization
for Islamic  Financial Institutions
(AAQIFI), the General Council for
Islamic Banks And Financial Institutions

(CIBAFI), or other recognized
institutions that issue similar
certifications. It is also preferable to

have a professional certificate in
insurance issued by a local or an
international organization;

have an experience of ten (10) years, as a
minimum, in the field of Shari’ah
supervision in  Islamic  financial
institutions, including at least five (5)
years Shari’ah Control in Takaful
Insurance;

practice his/her duties on full-time basis,
and it is not permissible to combine
between the job of a head of Internal
Shari’ah Audit Division and any other
job in the Company;

have good conduct and behavior and not
have been sentenced by a court in crimes
related to honor or honesty, or was
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auditor (not requirements for a head) to be trained in Shari’ah auditing. After five years of the issuance of this Standard,
the name of trainee auditor shall be submitted to the Central Bank for approval as a head of this division. At the same
time, the Company shall appoint an external Shari’ah auditing company to perform the responsibilities of the head of
Internal Shari’ah Audit Division with the participation of the trainee Shari’ah auditor.
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convicted of offences and sentenced to
imprisonment;

have excellent command of English and
reasonable command of Arabic.

The internal Shari’ah auditor must meet
the requirements mentioned in Article
(11.3), except for the condition of
experience; where the internal Shari’ah
auditor must have a minimum practical
experience of five (5) years in Internal
Shari’ah Audit.

The Internal Shari’ah Audit Functions

11.5

Internal Shari’ah Audit Division shall
carry out the following functions:

Development of Internal Shari’ah Audit
manual, and to undertake review and
update the manual on a regular basis,
Prepare the annual Shari’ah audit plan,
which must be approved by the ISSC in
coordination with the Audit Committee.
This should adopt the best practices in
this regard (for example, the risk based
Shari’ah Audit),

Undertake assessment of businesses and
activities of the Company to ensure the
Company’s Shari’ah compliance with
the requirements issued by the Central
Bank, resolutions of the HSA, and
resolutions of the ISSC,

Undertake assessment of effectiveness of
the internal Shari’ah supervision to
ensure that the Company’s compliance
with Islamic Shari’ah Provisions,

Ensure that the products and services,
forms, contracts, agreements, the
execution procedures of activities and
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11.6

11.7

transactions, and other related matters are
approved by ISSC,

Conduct regular field audit to the
Company’s internal and external
divisions, and branches (if any),

Coordinate and exchange their findings
and reports with the internal audit
division,

Prepare internal audit forms and
programs required for conducting
inspection, and to verify and document
the sound execution of transactions in
light of the HSA’s Resolutions and
ISSC’s Resolutions,

Conduct meetings with the Company’s
divisions to discuss the Shari’ah
observations and require  setting
appropriate  measures to avoid such
issues, in cooperation with relevant
entities inside the Company, and

Prepare a report of the outcomes of the
Internal Shari’ah Audit.

Internal Shari’ah Audit Division staff
shall not undertake any executive powers
or responsibilities related to the
businesses, activities, and contracts that
may be audited by them.

The Internal Shari’ah Audit must not be
outsourced to external entities. The
Internal Shari’ah Audit division may be
assisted by additional external bodies
after the approval of the Central Bank.
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Reporting Lines

11.8

11.9

11.10

121

The head of Internal Shari’ah Audit
Division shall report to the Board. The
head of Internal Shari’ah Audit Division
shall submit the reports to the ISSC for
resolutions on Shari’ah matters stated in
his/her reports. He/she shall then report
with the ISSC resolutions to the Audit
Committee for the implementation of
their content and follow-up of their
requirements.

The Internal Shari’ah Audit Division
submits its reports to the ISSC and to the
Audit  Committee  biannually  (at
minimum).

In matters related to promotions, bonus,
performance assessment, and
termination, Internal Shari’ah Audit
Division’s head and staff shall not report
to the Senior Management they are
auditing, but to the Board, through the
Audit Committee, and in consultation
with the ISSC.

Article (12)
External Shari’ah Audit

The Company may appoint a specialized
external body to conduct External
Shari’ah  Audit. This task must be
undertaken by an independent external
Shari’ah audit company approved by the
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3 The frequency of reports submitted by the Internal Shari’ah Audit division depends on the size and nature of the
Company’s works, which might require submitting more reports.
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12.2

12.3

Central Bank Shari’ah

Auditor”).

(“External

The External Shari’ah Auditor shall
assess compliance of the Company with
the Islamic Shari’ah Provisions in light of
inter alia the following:

regulations and standards issued by the
Central Bank from time to time; and

HSA’s  Resolutions ISSC’s
Resolutions.

He/she must meet the ISSC members to
discuss the findings, before preparing the
report.

and

The External Shari’ah Auditor shall
prepare a report for the Company’s
Board and ISSC, giving their opinion on:

the status of Shari’ah compliance of the
Company;

the risks associated with the Shari’ah
non-compliance;

the capacity and quality of the entity’s
risk management system to measure,
manage and mitigate the Shari’ah Non-
Compliance Risks; and

any other issues deemed significant in
External Shari’ah Auditor with respect to
Islamic Shari’ah Provisions.

Article (13)
Cancelation of the Previous Decision

This Standard shall cancel and supersede
the Insurance Authority Decision No.
(50) of 2019 Concerning Enhancing the
Shari’a Controller’s Role in Takaful
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151

15.2

Insurance Companies Operating in the
State.

Article (14)
Interpretation of Standard

The Regulatory Development Division of
the Central Bank shall be the reference
for interpretation of the provisions of this
Standard.

Article (15)
Compliance with the Standard

The Company must set a Shari’ah
governance framework in accordance to
this Standard within 180 days from the
date of issuing this Standard. The same
must be submitted to the Central Bank
for approval.

The Company must comply fully with
the requirements of this Standard within
one year from publishing this Standard.
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