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MISCONCEPTION

PAK-QATAR FAMILY TAKAFUL

Together for Better
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1.Meaning of Shariah Compliance/Jaiz/Islamic.
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2.Shari Hukum will not be based on the results but
process.

v" 1. Rules and Regulations (bl #2s.4619)
v" 2. Implementation (4&)

v' 3. Operator (Ulsd_lg)
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3.Shari Hukum will be based on Illat not hikmat.
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4.Intellectual need of Wahi
(revelation)

Qfégwas;@%m =~




Sources of Knowledge

1. Five Senses (/g’!i)

2. Mind (JS;)

3. Divine Guidance (:,L::,@'uu!)




1.Five Senses (,.jg’ (#)




1.Five Senses (,.jg’ (#)




1.Five Senses (.jg’ (#)




1.Five Senses (.7 Lf (#)
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Trading ship drowned and the person became bankrupt.




2.Mind (J& )

Y ou can also be the victim of these
accidents.
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3.Revelation ()

To seek the gratification of Allah and

Keeping away from the wrath of Allah.
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INSURANCE

PAK-QATAR FAMILY TAKAFUL

Together for Better
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FIQHI CLASSIFICATION(—ui ()

Car:

1. Gift (.4)

2. Borrow (a/l%1)
3. Sale (b%)

4. Lease (t;)/,::/'//)



Insurance Business Model.

Shariah perspective/stance on
Insurance business model.

PAK-QATAR FAMILY TAKAFUL

Together for Better
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Insurance
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Definition
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Concept

Process




L Definition

* |t is nothing but a promise of compensation for
specific potential future losses.

* |n exchange of a consideration an insurer, or
insurance carrier, is a company selling the
insurance policy.

* The insured, or policyholder, is the person or
entity buying the insurance policy.




Concept of Insurance?

COOPERATION
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Help each other in righteousness and

piety, and do not help each other in
sin and aggression.

All believers are but brothers...

I3 IL
“.:f : — ?";‘
TR
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| Narrated An-Nu man bin Bashir:Allah's Apostle said, "You see the believers as
regards their being merciful among themselves and showing love among
themselves and being kind, resembling one body, so that, if any part of the

body is not well then the whole body shares the sleeplessness (insomnia) and
fever with it."
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'Narrated Abu Musa: The Prophet said, "A faithful believer to a faithful
believer is like the bricks of a wall, enforcing each other." While (saying that)

the Prophet clasped his hands, by interlacing his fingers.
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Narrated Abdullah bin "Umar: Allah's Apostle said, "A Muslim is
a brother of another Muslim. So he should neither oppress him

nor hand him over to an oppressor. And whoever fulfilled the
needs of his brother, Allah will fulfill his needs."
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And assisting a man to ride upon his beast, or helping him load
his luggage upon it, is a Sadaqga
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" Khadija replied, "Never! By Allah, Allah will never disgrace you.

' You keep good relations with your kith and kin, help the poor and

the destitute, serve your guests generously and assist the
deserving calamity-afflicted ones.
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Practice of Insurance
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Insurers’ Business Model.

Premiums

—

Claim Payment (upon Risk actualization)
—

Policyholders Insurance Company
--Insured-- --Insurer--




The Conventional Insurance ,_——— that you pay

prOCESS Sum Insured What you buy

Seller
Buyer

(@




Shariah’s Stance on Conventional Insurance

Concept of Practice of
Insurance? Insurance?

N

Shariah has no objections as to the concept or
objectives of insurance ; it has reservations only
with the way it is being practiced...

N




Parties Involved:

e Insurer: The insurance company is selling “Sum Insured”
e Insured: The policyholder is buying Sum Insured by paying fixed “Premiums”

Nature of Contract:

e |t is a sales purchase contract, bi-lateral, commutative i.e. Agd-e-Muawaza
e Subject Matter: “Sum Insured” ; Consideration: “Premium”
e It is a Risk-Transfer Mechanism

e The insured (financially weaker party) is transferring its risk to the insurer
(financially stronger party)

e The insurer is charging a fee called “Premium” for accepting the risk and
promising to pay “Sum Insured” if a covered event takes place

Is this similar to al-Agila?
e Al-Aqila is a risk-sharing mechanism without any consideration
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Types of Contracts:

\ WV




/
Commutative Contract

(~2s6-42#)

B
Taburru Contract
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ISLAMIC COMMERCIAL CONTRACTS

Taburru Contract Commutative Contract

Gratuitous | | |
Contracts Trading Investment Supporting
Contracts Contracts Contracts
Gift
| Leasing Sale Mudarabah Kafalah
Waqgf | |
I
- Bay-e-Mutlaq Musharakah Rahn
| Operational |
Lease Hiwalah
Borrow | Murabahah |
| _ . ) Wadiah
Donation’ Financial Lease
Salam |
Wakalah etc
Istisnzl’ etc.




Insurance

L s

4

1.Riba 2. Qimar

(Interest) (Gambling)

Y4

3. Gharar
(Uncertainty)




[ Riba, Qimar, Gharar

 /

 The sales - purchase contract is Agd Muawaza and
due to this some ills involves:

Pl
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RIBA Qimar/Maysir Gharar

N

Riba, Qimar and Gharar are prohibited in Shariah.
AN




L/

Definition
1.Riba

(Interest)

o
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| 1.Riba (Interest) |

Which kind of
Definition L TypeS Riba in

Insurance?

X




Definition of Riba

What is Riba?
* Not defined in the Holy Qur'an

* Prohibition of Riba is similar to the prohibition of porks, )
(=24, liquor (w1 #), gambling(z<.43) , adultery (¢))etc., for
which no specific definition was given.

 Arabs and all the previous societies had no confusion about its
exact sense.



Literal
meaning of

R| b A Riba literally means
increase, addition,

expansion or growth.




Riba

Riba-Al-Quran

: )|

Riba-Al-Hadith




Riba in Quran:
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PROHIBITION OF RIBA IN THE QURAN

First Stage | Third Stage |

Second Stage Fourth Stage

Surah -e- Aal-e-
Imran

Surah -e- Nisaa

L Surah -e- Room L

| Surah -e- Baqrah

Conclusively

Compare riba with ~ Attachingthe Prohibiting the prohibiting all
zakat & charity. practice of riba with 5 tice of charging ~ forms of riba. Any
Praising zakat & the Jews. Consider double and excess over the
charity, not riba the practice asan multiple riba capital is

iniquity (zulm) . _disallowed




Surah -e- Room
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 Whatever Riba (increased amount) you give, so that it may
increase in the wealth of the people, it does not increase
with Allah; and whatever Zakah you give, seeking Allah’s
pleasure with it, (it is multiplied by Allah, and) it is such
people who multiply (their wealth in real terms.



Surah -e- Nisaa
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* So, because of the transgression of those who became Jews, We
prohibited for them the good things which were made lawful for them
earlier and for their preventing (people), very often, from the way of
Allah, and for their charging Riba (usury or interest) while they were
forbidden from it, and for their devouring of the properties of the people
by false means. We have prepared, for the disbelievers among them, a
painful punishment.



Surah -e- Aal-e-Imran
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* O you who believe, do not eat up the amounts acquired
through Riba (interest), doubled and multiplied. Fear Allah,
so that you may be successful,



Surah -e- Baqrah

e ol U3 w\aj\ Ge St dhig o 45h3 LS ) uy}a.: N a,.\fb u,.m}
il i s s@au &y b daegs 8215 350 G 2 259 c..s\ Al J,\j G s c_J\ w
S uJJ\ AT (275) O9 > L (..a JI Sl quu 3 Hag ¢ Ay RIBHE
a5l \ymj CHPA[] \,L,.aj | 9261 w’d‘ 5) (276) ‘...,\ )ufqu.?u § iy cBica
\J..e\ J.m @iy (277) uy;u s"“ ¥ (..@...Lc Jy Y5 oy e (..asf‘ P'@J a\gh \,.,\,
i 5o S 13508 1 glads o OB (278, u.wej.a ‘..Su\ G G (i \3):3 AR
ajh...e 9)...& 3: O\fd) (279) d}e.Um Yj O}dh-» N Pﬁ\}o\ u"ﬁ% ‘,S.lé ‘.-«4 ;:; 45}.0)3
[280 — 275 :3,a)1] {O5ala5 33870y 30 525 |8 Ol 50mn )



Surah -e- Bagrah
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Riba in Hadith:
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Riba in Hadith:
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Riba in Hadith:
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Riba

Riba-Al-Quran | &L =kesdiizgf SIS 7
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Riba

Riba-A|-Quran A conditional or understood
L increase versus a loan is Riba




Riba in Hadith:
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Riba al Hadith:
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Riba al Hadith:
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Riba in Hadith:

2 conditions:
money, + money, = — Equality
— Hand-to-hand

money,; + money, = 1 condition:
Hand-to-hand

money + food = No condition — free trading

others + others = No condition — free trading




L Riba
o

A conditional increase in
commutative contract without
consideration.

Riba-Al-Quran

Riba-Al-Hadith




Which kind of
Riba in

lnsurance?




IRiba in Conventional Insurance

There
are

two

levels
of Riba

e Direct Riba

e The difference between the
premiums paid by the
policyholder and the claims
received

¢ |s this Riba an-Nasiah or Riba al-
Fadl?

* In-Direct Riba:
e Returns from the premiums

invested in Riba-based businesses

are not Halal

\

/
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Definition

3. Gharar
(Uncertainty)

o
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The Prophet (s.a.w) has forbidden the purchase of

e It was narrated that Abu Sa'eed Al-Khudri s Subject Matter
Messenger of Allah (SAW) forbade selling

e what is in the wombs of cattle until they give birth,

e and selling what is in their udders unless it is measured
out,

e and selling a slave who has fled,

e and selling spoils of war until it has been distributed,
e and selling Sadaqgah until it has been received,

e and what a diver is going to bring up." (Hasan)



Literal meaning of Gharar
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Sharia
meaning;




' Gharar is the element of uncertainty in the contract
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e Abu Huraira (Allah be pleased with him)

reported that Allah's Messenger (may peace

4

be upon him) forbade a transaction
determined by throwing stones, and the

type which involves some uncertainty.




cus

1.Should be found in Commutative contract.

2.Should be major.

3.Shouldn't be found in contracts which are
exempted.

4.Should be found as in basic contract.
(isalatan)
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1.Should be fount—+ . owwrracative contract.

2.Should be major.

3.Shouldn't be found in contracts which are
exempted.

4.Should be found as in basic contract.
(isalatan)
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1.Should be found in Commt oj,/_:

2.Should be major.

3.Shouldn't be found in contracts which are
exempted.

4.Should be found as in basic contract.
(isalatan)




1.Should be found in Commutative contract.

2.Should be major. t,gf'%;,é‘d{_u
3.Shouldn't be found in contracts y & 0bif s
exempted.

4.Should be found as in basic contract.
(isalatan)
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I Total or partial lack of clarity :

1.Subject Matter

2.Price

3.Period

4.Delivery

5.Contract




[Gharar in Conventional Insurance

Gharar in N

~Conventional

Insurance | ® This is due to the nature of the
contract is that of contract i.e. Aqd-e-Muawaza

the Excessive

r—  E e e e e e e e e
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g;; .| whether or not the insured will get
the compensation which has been
promised

- | * how much the insured can get ;
% e when the compensation can be paid
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Definition
2. Qimar

(Gambling)

o
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e The Romans have been defeated in the nearer land; and
they, after their defeat, will triumph within a few years. To
Allah belonged the matter before and (to Him it belongs)
thereafter. And on that day the believers will rejoice with
Allah‘s help. He helps whomsoever He wills. And He is the
Mighty, the Very-Merciful.
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Gambling Model
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Gambling Model
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Commutative Contract




The word ‘maisir’ literally means ‘getting something too
easily’ or ‘getting a profit without working for it’

It means that both parties stake their money in such a way that one
party draws total profit and the other party incurs total loss
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Four elements in Qimar;

1. Commutative Contract between two.
2. Everyone puts his money on risk.
3. Uncertainty in conclusion of event.

4. One draws total profit and the other 100%
total loss.
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* O youwho believe! Wine, gambling, altars and divining arrows

are filth, made up by Satan. Therefore, refrain from it, so that you

may be successful.




Qimar/Maysir
exists only in

General
Insurance

In Life Insurance, the

policyholder receives
investment returns at
maturity

In General Insurance, if
the risk is not actualized,
the policyholder loses all
the premiums paid to the
insurer




Conclusion

Insurance is impermissible because:

It has three major forbidden elements;

i. Riba

ii. Gharar

iii.  Qimar
These are acquire just because it is commutative
contract.




Fatawas Against Conventional Insurance

-~

The majority of scholars is of the opinion that the conventional insurance practiced
today is not Shariah compliant

A fatwa issued by a committee comprising of leading scholars for the Saudi Arabia
Government

— “Our observation that the modern form of insurance companies and their current
practices are objectionable Islamically does not mean that Islam is against the
concept of Insurance itself ; not in the least — it only opposes the means and
methods. If other insurance practices are employed which do not conflict with
Islamic forms of business transaction ; Islam would welcome them”  “The Lawful
& the Prohibited in Islam” (pg. 276)

The National Fatwa Committee Malaysia deliberated on the question of life insurance
(15th. June 1972) and below is a translation of an extract from the minutes recorded

— “Life insurance as presently practiced by insurance companies is a fasid transaction
as it is contrary to the Shariah principles of contract because it contains the

following elements : Riba, Gharar, Maisir. As such from the Shariah point of view,
insurance is haram”.



When insurance 1s not permissible than;

1.Do we need a Sharai alternate?

2.Has the prophet (p.b.u.h) told any Sharai

alternate?

3.What 1s its alternate in Shariah?



AN INTRODUCTION
TO

RISK MITIGATION




1.What is Risk?

2.Can we remove Risk from our life?

}

3.Risk management and its process.

4.Shariah perspective on Risk
management.




Since the
beginning
people have
tried to protect
themselves
from risks and

resulting losses

1.What is Risk?

An uncertain event ,which causes some material/significant
change/impact in the financial loss.

‘atﬁdu"/‘l e e Ll SIS 21y, s F 1

Rise or fall in share price you bought for sell,

Rise or fall in the Euros price you bought for sell,

Risks associate with Car--- accident,damage,ets

Risk: possibility of loss

Chance: possibility of gain




F - :
'Can we remove Risk from our life?

L Risk Mitigation

~Is Risk Mitigation Allowed in Islam?

This very concept is not only lawful in Islam
but is in fact encouraged.

N

LHOW can we mitigate Risk ?




Strategy to handle

N
e Generally, there are five ways
of dealing with a risk:

e Risk Avoidance

e Risk Control

e Risk Retention

e Risk Transference
e Risk Sharing




CONVENTIONAL INSURANCE

Conventional Insurance vs. Takaful




'Shariah perspective on Risk management




This concept is not only permissible according to the

Shariah rulings, in fact is encouraged.
| W 2 - SOl 2

Qur'an has presented stories of the previous prophets so that Muslims can take the
lessons from their experiences.

Naiady st o Aoy sn B S s S

' 1.The story of the prophet Josepherk_:wg, for instances, tells us about financial
planning.
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2.The story of prophet Ya'qub, Joseph's father, tells us about the management of
risks as Ya'qub commanded his sons to enter Egypt from different gates.
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RISK -~
MANAGEMENT

IN HADITH




.~ The history of the Prophet peace be upon him is also
. full of lessons, how Muslims should manage the risks.

\

\
p ™

1. For instance, the Prophet f’:&‘f initiated his sacred mission right from home and

'~ then moved to the people closely associated with him. This is to reduce the risk of
rejection.

\
-

‘ o6~
| 2.The Prophet (5 also used to meet and teach, the new converts, the religion in
' privacy because the call to Islam was still running on an individual basis.

3.Furthermore the history of the prophet's migration to Madinah gives us other
lessons on how did the Prophetéﬁﬂ?&% manage the risk. The Prophetéﬁ'}‘/’ reduced the

risk of getting killed by asking Ali<.{/°. to sleep in his bed during the night of

emigration. It was reported that as night advanced, the Quraish posted assassins

around the Prophet's house. Thus they kept vigil all night long, waiting to kill him

the moment he left his house early in the morning, peeping now and then through
\ @ hole in the door to make sure that he was still lying in his bed.



There are also many Ahadeeth that describes the
permissibility of this concept in Islam such as:
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PAK-QATAR FAMILY TAKAFUL

Together for Better
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Takaful

<

Definition

\
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PAK-QATAR FAMILY TAKAFUL
TTTTT her for Better

Concept

Process




Practice of Takaful
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Wakalah/Waqf Model

-2’9
Wagqt
~ 2
Mudarabah
JKs

Wakala

Together for Better



Definition of Waqf

Wagf is an Arabic word and it means to stop to
withhold and not to let go.

In technical meaning Waqgf means to allocate or
donate some property or cash for a specific
purpose to get pleasure of Allah and not to let it

go through consumption or sale.

Al

A\~
PAK-QATAR FAMILY TAKAFUL
Together for Better



WAQF %

The Waqf property comes into ownership of Allah
Tala and Wagqif will have no property rights on it.

*Wagqf item (asset) neither be sold nor be distributed
in inheritance (meerath)

*By using that thing, it should not be diminished.

(Like; well, water cooler, school, Masjid, hospital
etc.)

Together for Better
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PAK-QATAR FAMILY TAKAFUL

Together for Better




Mudharabah  ..l2
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Wakalah JKj ‘ _

PAK-QATAR FAMILY TAKAFUL
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Wakalah/Wagf Model (J5l—s_ JK3)

(Wakalah Fee, Claims, Re-Takaful)

______ — ¥ | Participant

SURPLUS
(Distributable)

Participant
N
N
N
\
/] N Wagf Pool
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T
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How does Family Takaful function?

Regular Contribution> Pa rticipa nt
" Investment
< INVESTMENT Account
(UNITS)
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What should be

1ts name?




Origin of the word Takaful

" The word “ Takaful” originates from
the Arabic language its root word is

‘kafala’ J&'which means “to look
after” through inflection (uu//c_,;d/?)

it changed to “ Takaful” Jsté“ which
means “to help each other” or “to

| look after each other”

LY TAKAFUL
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Definition of Takaful

Takaful is a community-pooling system,

/

based on the principles of brotherhood and mutual help,

NG

wherein participants contribute in a fund,

NS

to help those who need it most in times of financial difficulties.

NS

EXAMPLES: The concept of Takaful exists in cooperative societies and joint-family systems etc

<

In practice, Takaful can serve as a risk-mitigation tool and an alternative to conventional
insurance.

PAK-QATAR FAMILY TAKAFUL

Together for Better
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Why we changed the name

11 ' ’3)
from Insurance to

“Takaful?
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Differences
between
Conventional
Insurance and
Takaful



R

[1.Risk Transfer mechanism/Risk Sharing mechanism.

- - P - -

1.Insurance is a Risk
Transfer mechanism
whereby risk is
transferred from the
policy holder (the

but shared by the
participants who form a

LIS ) D) i common pool. The

Insurance Company (the

Insurer) in consideration

of 'insurance premium'
paid by the Insured.

Company acts only as
the manager of the pool
(Takaful Operator).




2.Aqd-e-Muawaza/Aqd-e-Tabarru.

tfThe fundamental difference between conventional insurance and
' Takaful is the “Change of nature of contract” from Aqd-e-Muawaza to
'Aqgd-e-Taburru.

2.Insurance based on
Aqd-e-Muawaza.




‘ 3.Gharrar/Gharrar free

3.1t contains the element
of uncertainty i.e.
"gharrar"” which is
forbidden in Islam. There is

an uncertainty as to when

any loss would occur and

how much compensation
would be payable.

acceptable levels under
Shariah by making
contributions as

"Conditional Donations"

(tabarru) for a good cause
i.e. to mitigate the loss

suffered by any one of the

participants.




4.Maisir/Maisir free

4.1t contains an element of
gambling i.e. "maisir" in that the
insured pays an amount
(premium) in the expectation of
gain (compensation/payment
against claim). If the anticipated
loss (claim) does not occur, the

insured loses the amount paid as
premium. If the loss does occur,
the insurer loses a far larger
amount than collected as
premium and the insured gains
by the same.

spirit of Ne'ea (purity) and
brotherhood; hence it obviates
the element of 'maisir’ while at
the same time without losing the
benefit of Takaful in the same
way as conventional insurance.




| 5.Riba/ Ri.ba free

5.Funds are mostly
invested in fixed
interest bearing
instruments like bondes,

TFCs, securities, etc.
Hence these contain
the element of "riba"
(usury) which is
forbidden in Islam.

5.Funds are only
invested in non-interest
bearing, i.e. riba-free
instruments.




6.Distribution of Surplus

6.Surplus or profit
belongs to the

Shareholders. The
insured is covered

during the policy
period but is not
entitled to any return
at the end of such
period.

returned to them (in
proportion to their
respective shares of
contributions) at the
end of the accounting
period.




7.Premium/Contribution

7.Company is the

owner of
premium.

contribution.




8.Profit.

8.The profit comes
from investment

is belong to
company.

from investment
is belong to Waqf
pool and company
takes Wakala fee.




9.Company Owner or Wakeel?

9.The company is

owner.




10.Claim.

10.The company

pays claims from
its pocket.

10.The claim paid
from Wagf pool.




11.Shariah Board.

.The company
has Shariah
Board.

11. No Shariah

Board.




Shariah Guidelines




Names of Shariah Guidelines

v'Halal & Haram Business Venues
v’ Screening Criteria for Investment
v’ Co-Takaful Guidelines

v'Surplus Distribution Guidelines

v’ Charity Guidelines

v’ Re-Takaful Guidelines



Recommended Readings and Websites

An Introduction to Takaful by Dr. Mufti Ismatullah Sahib
(in English and Urdu Booklets)

An Introduction to Islamic finance by Mufti Tagi Usmani
Sahib

Takaful — A way of Islamic Insurance by Mufti Dr.ljaz
Ahmad Samdani

http://www.pakgatar.com.pk
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Questions?




Jazaak Allah Khairan

For Feedback:
Muhammad.akhlag@pakgatar.com.pk

www.pakqgatar.com.pk
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And their prayer near the House was not more than
whistling and clapping. So, taste the punishment,
because you used to disbelieve.
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Narrated Abdullah |bn Umar: The Prophet (saws) said:
He who copies any people is one of them.




