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Consideration of Public Interest (Maslahah) in Al-Qard Al-Hasan Financing in Islamic Banks: A Case
Study of Al Baraka Bank of Algeria

Abstract

The ultimate purpose of Islamic Shariah is to protect the welfare of humans by bringing benefits for them and preventing
harms from them. The jurists agree that the evidence of maslahah is the basis on which the provisions of financial and
banking transactions are based regardless of their difference of opinions in terms of its conditions. The reality of Islamic
banking transactions and the complexity of many of its issues make the existence of clear evidence from the Quran and
Sunnah difficult, which necessitates for the researchers to make additional efforts in this field, and conduct ijtihad to use
the evidence of maslahah with its legal conditions as a way to reveal the Shari ah rulings by following the Companions and
righteous scholars during their time. Therefore, the research will deal with the concept of maslahah and some issues related
to considering it in financing with al-Qard al-Hasan in the Islamic banks, and opinions of scholars about it. In addition, it
explains the procedures of granting al-Qard al-Hasan at Al Baraka Islamic Bank in Algeria and highlights the need of the
Algerian youth to obtain al-Qard al-Hasan which will be investigated through the distribution of questionnaires among
them. The research follows the inductive approach to extrapolate the scholars' opinions, and analytic approach to analyze
their views, and analyze the results of the questionnaires about al-Qard al-Hasan. The research concludes that the Shari“ah
ruling of some issues of al-Qard al-Hasan is based on evidence of maslahah including all its types which are considered,
cancelled and silenced ones.

Keywords: Public Interest, Financing, al-Qard al-Hasan, Islamic Banks, Al Baraka Bank of Algeria.
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Mechanisms for Funding Temporary Wagf and its Role for Social Development

Abstract

As temporary waqgf has a positive role in serving the welfare of societies, especially those which took organized steps to
benefit from it. This research aims to find the means and mechanisms of funding this wagf. This will have a positive role in
the development of society which has problems in finding mechanisms to finance the temporary endowment, and how to
employ them for this development. The research will use practical experiences to identify these mechanisms. Also, in order
to understand the role of temporary wagqf for social development, the researchers will use the inductive method through
reading books, articles, and classical and modern scholarly researches, and the analytical approach to discover the impact
of temporary wagf on the various fields of society.

Keywords: Financing, Temporary Wagf, Social Development.
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The Possibility of Implementing Musharakah Mutanagisah Contract in Home Financing at Hong Leong
Islamic Bank

Abstract

Musharakah Mutanagisah (MM) or Diminishing Partnership is one of the financing contracts that comply with Shariah and
many Malaysian Islamic banks have introduced this mode of contract into their home financing product except Hong Leong
Islamic Bank and some other Islamic banks who have not yet done so. Thus, this research intends to study the possibility of
offering MM contract in Islamic Home Financing as a product at Hong Leong Islamic Bank. The researchers conducted a
field study through several interviews with the staff working in the product development department and department of
Shariah in some of the Malaysian Islamic banks. From the theoretical aspect, the researchers explain the concept of home
financing, MM and the figh perspective of the subject in question. The responses received during the interviews are used to
analyze the possibility of offering MM contract in Islamic Home Financing product at Hong Leong Islamic Bank. This
research concludes that there is a possibility for Hong Leong Islamic Bank to do so, should it consider the suggestions
presented in this paper.

Keywords: Musharakah Mutanagisah, Home Financing, Hong Leong Islamic Bank.
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The Extent of Possibility of Applying a Mode of Financing Services and Benefits in Libyan Banks

Abstract

The Law no. 1 of the year 2013 issued by the Central Bank of Libya has caused a challenge for Libyan banks, because this
law has prevented all Libyan commercial banks from providing personal loans with interest (riba) at a time when there
was no existence of Islamic banking activities. This problem called for finding a suitable alternative for personal financing.
An alternative would be creation of financing services and benefits based on Shari‘ah rules. Therefore, this research aims
to study the conditions and work mechanisms for the mode of financing services and benefits and the possibility of
employing it as a source of personal finance in Libyan banks. This research uses descriptive and analytical approaches.
The study has arrived at a number of findings. The most important of them are: it is possible to implement the mode of
financing services and benefits as a source of personal finance to meet the needs of customers, and this mode has the
characteristics that qualify it to be a good alternative for personal loans.

Keywords: Personal Financing, Financing Services and Benefits, Islamic Financing, Libyan Banks.
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The Role of the Digital World and Its Effect in Realization of the Objectives of the Islamic Economy: A
Juristic Study

Abstract

E-commerce and the digital world are among the initiatives that are addressed by many contemporary researchers. This
study seeks to find out how important the digital world, e-commerce and informatics are in achieving the goals of the Islamic
economy. This study also aims to develop the concept of the digital world, and to determine whether the digital world is in
line with the objectives of the Islamic economy. This research uses the descriptive and inductive approaches to trace the
higher goals and objectives of the Islamic economy, and then incorporate them into the study area, and demonstrate the
advantages of the digital economy. This research concludes that the digital world does not contradict the Shariah objectives
related to wealth. These are represented in the following: breaking down the barriers; standardizing the market, the speed
and ease of information exchange between consumers; reducing the distance between producers and consumers which helps
in making the concept of full competition in the market consistent with the objectives of the Islamic economy in the clarity
of the contract and its safety from gharar at the level of its construction; the prohibition of monopoly; the promotion of
trade and activating the principle of supply and demand based on product quality; incorporation of the concept of
coexistence and human exchange; reverence for science and knowledge; and encouragement for renewal and development
by expanding the area of ijtihad in the drafting of contracts. This all leads to speediness, quality and mutual benefits, which
are in line with the Shariah and the objectives of wealth observed in this sector.

Keywords: Digital World, Islamic Economy, Objective of Wealth.
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Abstract

This paper addresses the issue of achieving sustainable development through green financing instruments, where it discusses
the meaning of green bonds and Sukuk, the steps of their issuance, their dimensions and characteristics. The paper also
examines the provision of Shariah on green bonds and Sukuk and discusses the extent of their capability to achieve
sustainable development of society. This study uses the inductive approach to track the opinions of researchers on the subject
as well as the analytical approach to analyze those opinions. The study has reached a number of conclusions, the most
important of which are: the impermissibility of dealing with green bonds because they are based on riba. Likewise, green
Sukuk is also not permissible in Shariah because of the suspicion of riba in it, as it is recovered at nominal value, and these
financing instruments do not contribute to the achievement of sustainable development to the highest degree as expected.
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Endowed Agricultural Lands in the Kenyan Coast: A Juristic View on Problems and their Solutions

Abstract

The history of endowments in the Kenyan coast dates back to the advent of Islam in this region. The first endowments in the
Kenyan coast were mosques made of mud. This is because the early Muslims (Arabs) were merchants who were not
permanently living within the coast. They often used to come to the coast and set off for the Arabian Peninsula. The first
endowment established in this region was the Friday congregational mosque at Shanga — a village in Pate island in Lamu
county, dating back to 870 A.D. Later on, Muslims endowed the agricultural lands after noticing that the region’s land was
fertile and suitable for agriculture, experiencing adequate rainfall and had a moderate climate throughout the year.
However, these agricultural lands had been leased out for 99 years wherein the waqf commission received very little rent
throughout this period until the expiry of the contract. Moreover, a large number of tenants refused to pay an annual rent
for the real estates. So, Muslims incurred a great loss due to lack of proper usage of their resources. In order to avoid these
problems, the researcher sees the need to establish agricultural projects such as the growing of mangoes, oranges, and
bananas so that the income obtained can be used to benefit the Muslim community.

Keywords: Endowments, Agricultural lands, Kenyan Coast.
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Abdul-Rahman Hassan Mahmud, al-Islam Wa al-Masthiyyah
[t Sharq Afiigiya min al-Qarn 18 — 20, (Beirut: Markaz
Dirasat al-Wahdat al- ‘Arabiyyah, IS%edn., 2011).

Abdul-Rahman Zaki, al-Islam Wa al-Hadarat al-Islamiyyah
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Employees’ Shariah Provident Fund in Malaysia: A Juristic Analysis

Abstract

The purpose of this article is to analyze the experience of the Employees ’ Provident Fund or EPF in the management of the
Shariah Fund and the jurisprudential adaptation of its activities and investments. This article selects the EPF in Malaysia
as a model for analysis as a successful financial project. This article uses both inductive and analytical approaches to
achieve its objectives. Malaysia's Shariah Retirement Savings Fund for workers needs to develop Shariah-compliant
investment methods to achieve the objective of investing the savings of contributing members with a good financial return,
so that the members’ financial assets in the fund will increase. The article reveals that the Malaysian Workers’ Provident
Pension Fund was developed on the wakalah (agency) contract which matches with the nature of the fund's activities with

its rich, flexible and secure features.

Keywords: Employees’ Provident Fund, Shariah Fund, Jurisprudential Adaptation, Wakalah Contract.

khalilhusni11@gmail.com .Lsbe cablal) audlo ¥l daslhl il pslally msll B jlas 2JS7 caiil) Jsoly a2l oond ¢t le I )
sawari@iium.edu.my .Lsle cblal Zudlu Y1 dnald (ALY plelly sl jlan 57 ek Jsoy il oo caslns Sl (1)
hanafi @iium.edu.my .Ljls Al aesds Y1 ald) (gLl pslally gl C3ylan 2187 Ls1aTy G all 2Rl 3 c2lis 3ef

Aedalf
iy Sl e adldly 35ally cohlall o Al el
Argy . pail ey AT ey dag B Cpllall
o A el @ ela Y Oleall pUss sy
o oS GV Al ) anad) elea Y1 L) oo
g chighl Sl P DLW U 200 15 g1 s Yl

91

93

93

Sl
Lol
Sl Babis (3 el Bpaiall adls 1)V el
Wl #1959 Lidle Jlaald aelid)

aclial) jlsl Godio 3 o)) gl sLes 15V el
Lyl Jlenl]

sl Badio 3 et Gaanall sl ety 1l el

Sllas 1 ol cas s iy 5L g d 5uS5e sy %4 ol el
sl clsy cllladly (o lly el lass” &ogad) bz Bodiw 3 sV ol o)y eidl (S gl Sl
bl ol 5E oy aslbsl - 3 =) e Ly 94 ) LY e
LT (o ) AAY Olas) plall ates e mlvly g V) Gy a1 kbl
gl o g5 53 OV w3l o) delidl Lol Bodio 95 oyl aeladl sl Gdinal ehdll Sl 138 Ll

Oleall Llag syl peldly sz V) Ol

Fles ;»—‘J o e 355 (g Ll el SleY!

97

97

ETIER

e


mailto:khalilhusni11@gmail.com
mailto:sawari@iium.edu.my
mailto:hanafi@iium.edu.my

Adgdllg Agaall ol ,ld 2l lad) Al
AY-N4/2VEE) (Y suall (¥ ulxll

92

cabelall Al 3l Sloas 2185 gy o)l sy
L el

g 235 e Lb suue dale ol Sl
P Olgtar JUie Lein a2l e 331kl Aol B
ISSC cAmili) 435 Jole oY Ll (3 ol delid)
il ol il of ) 2wl sdes ojlal (2016
RENEIL IV LS @l 23 542y Ol JUial 1530
PR el allas clasl a4 S cals elidds
JxSe LhsoSaY 1 ¥ pls (Private Retirement Scheme)
et ol aelidl sl et AU aelid) ool
oo e A b S el W ubleadd sl
05 OF Lgte (gl K6 31 ag gl bdsdl
Capital Markets and Services ) <leaddly JUI T, Glgul
B et toslis i) L 3 alo ol L (Act
s e Cadesesd 2ol aelad) sleds Ls Jalao
el Bodial S Ll o 5 aY el

G3loo (3 pl Ay A 5)1s] Olgimy JLas Sling
igd et uel@d) oY) Badia dulys 1 LanY)
145 4ul)) oda .23ls (2013, Nur Shuhada) Blis,s
e ) plod Wik oy cing ol oo g3l ez
LY W ) G & B gyl

sy Lz 5ol Olsiny JLas Slis
Oloys) Olamse |sgn a1y b e Ly auls
@3low dab Aae A il oda CuEy (Y)Y
JIOCCSN RPN DS AR P T V- R PF-EPIVR PEIW |
550 slas] & Lablzag Leslsly Lealndl Olasy ¢ ol
U N OV [ P TR I B
g oo s bladl daby ksl

Aotk gy Babl e iUl Al g
Ldle Jlaall deliadl jlss) Bgdiws wilyd g iy
Gy WL il (Y4 )« GSiti
GeY o) ol bl Jleall el JL3) Gois il

Fatimah) »Y « + )

¢ Yl ol (e aely 3) e jlam Yy LYl
Alaally Cab sl Blas plusl 3 apLL

o il Ll Jlaal) sl Jlssl Baiis a
(ol Bptinall 2od Glas) Bdio Y 4\ pLe
bl sl 5 ) sl e s JU3) o Joad
tall s () (sudadl JLo¥l Goiis (o dptelid|
dgdall o sala ¥l Jol s (sddly caudt Sy
saode OVl Sl S aegall ey ol lazzaYls
il Uily L allelrly Ol Bl s g 5505
Sy i)l Gaiall 3] kS Jg s EV3LL
Al (S o) s Jgloper a3 Latal JlesY sead)
uw{;uw@ywﬁ;uiuu\ouy
L Bgdnall ¢ g Bk Ogt U ade bl

2 Al 3 JhaY el Coudl e pas)
el cJlaal] (Sl il delad) s Batio
igad) Bl 3 LY o 3 anadly gl aal V)
Aeladl ) Bgdis (3 gl dmlin By g goshl 2iledl
ez Y a5lsly A ia) aidel (3 JUall Sy
Gsdis 5L il AW gl s Esdt il
Godiz ad gl JLsal L;OLM}H Leladl sl
e Laf coudl s plsnaly Lpdle op2)l syl
aill) Blsl g )lisl) dylazin¥l sgiall Llod Lol
Gnall 53] 3y whlatia¥l ¢ 55¢ ailedll S50 - 2y
Gt 1aSy ahlaiial JlesY il (n Sly ¢ 22l
Rattl

@) g el s e el s 2l 5w
Sl Gadiw e Aol ) cu & sy caldln
coledsl) Lghd) UL s gy Lplls Jleall aeladl
oY B Lol ) AW g laze oY1 55 sl
o9 -Jleall aelad) jlss) Goais P (e DY)
il S ULl Olaglald o1 5] Uanl st a

Godkizy A &é_i\ Ay oV1g dggladly A JW AL Zigll



93

b Jelns Lindley Jloall £,401 e laall Bguim
djogé.b 4‘_5)“9_‘« J‘jé..\m LL}.L} ‘é\_u:- Juls

@I gzall (ol Lo gae 09k YOV Y 0V Y g
Gpall (3 148 1Y 0528 3 3uly 5o Y1 e al

.(KWSP, Ringkasan Hasil)

JETINUTNCIVRE QSR PRESSIREVENTS [RNINY
Ll Jleall sl
Aslad) o) Badinal L6 Bus aY AV ple o
ol s ol sl J3Y1 bl s Y Ll Ll
w0y i) ol s all ey (aslid) dlos e Las
oLyl i 2l e sl LA 5 ) BLo| a2
I Batin (5350 Bt BB dns pe clacdl
des AUy 2V W ggie res 3 e 2s 2
Al I M) ol (3 USCalus BGIE Lpdla
Iag & gsandly doldiadl oollaziw ¥ 3)13] Lpasds 2kl
AW AU LI G g e e ilany )
By LsJle Lad Islamic Finance Centre)(Malaysia sl
NI S g2l e Lblszeg £Jps Badl) 1L
Jopedl B s 3 Ltsl s (o34 OF G al
Bodiall s ¥ e 8l ol 230 s e LY
Jool 53U L doib sLiaeV) sl dndy (6350 aggums
Tl o lazely L LS Jole aile e 3 cLas)
B Mo pdei J) Godinall 1da meksy iyl 2y Leizl
Ao Zugte 370 ) e W (3 ) e b Y sl
LI 3 Bl Sy Lo olsin & LRI
7S e el WS e OBudb s 3254 e Ll
%09 Al (Portfolio) ais (3 dswl oo

Jlead aslad) jlssl (3 o) Goaiall OLST
U et o g2l e sxall QW alad) 305 ga Ll
Gyiall 1lgs Uity Goly sy Tl iyl iyl o)
Iodas Llaa) el %éj\ Ol e @B’W}U =Y
LA Joe ool CMlall a Juladl o DY) sazst]
3 LS sl 53] sl iy W ol

Beand pde Ul (3 Lenyigis WU SBLma V) b 2,23
Jlasld del@dl sl Gt (3 LBLinks by on)lsl
Ul 3 o) ) SR 5 3] ek W1sS e 4 L3l
S sl sl Badial fle ) el do s e
Y L el aslidl sl Gadis OF 3 eSS Al
SV s L8] e gls) 06 e alelS dazey
s oY) Gadia) Sols 09l e

Lid o Lgte il odlas) LS oyl gl
Lidls Jleald aelad) sl Godio 22 s SIRPAY
i) adSSy ol Gadnall 3)15)

S gk (B o0yl Gouiual! Al : 9o Ecnd
L1 1929 L Lo Jlaald e G
inlge o QU LIl Jleald aelidl sl Gain OIS
(P 0Ll gt il 2 elazr Y Oleciall
o3 OgLal) 2128 alad Jlaall L3I Batis 05iL3g
SN s e wilae aelad) Ulie bey U1 (20
Ve Uil Ggeall s 35 eS80 00 o) JI5)
1S Bl sl Gl 6Ly Oleal S
o=l sV Bedio 3 aslaall 1301 (ELI
ey (Dl o 18 Sodeall s e 35 L oalie
Slzel saelud Goaall ins, Lassss s bl oda
Goiall dmy U, . L) Laznl) 334 s el
@i ol plhdll (3 Jleall aelidl wlsde o codll
Al 3 cdelid) el Gy Y
o Y Y s e Baanal M iy
2 Sl ey oat pr 8302 Bugte By Jlaall aly
Ja ST Gotiall 3 Osplad) slae¥l oag Jladd) Ol
Al & Slel Yl witsg wil e il Ll Ggiall s
Osake YAV, EVOVY &l anyleinl Jsol cilSh cLaysTy
Leilasl sde dilmg aY VY ale B8 (3 (lle oy

J3ae VFYA YN OV clasll sae xly ple (S



Adgdllg Agaall ol ,ld 2l lad) Al
AY-N4/2VEE) (Y suall (¥ ulxll

94

s of e 1aily )l cliae¥) o eall cramidd e
By Any il e Bl Al ol s
sl p ) Jlaall s, 435 L (KWSP Shariah, 2017)eksckes s
Jlaall [Vl Gaiwr (3 nSSLall Jlaadl (s 5,878
Jo elad) sl Gadiw 3 ApleiaY) Sl O

(Maybank, s Usiles day,2dl oo GEas ok o 2101
Why Shariah Invest Malaysia, 2017).

Slezea ¥l 3id ) 3oL j3kes gl aleall ey
e 858 ladasy Sloof adlnl dng 2l e 331
Jrsad) Jlast Jgat agall DL Jusod) dlise
(Malaysia’s Islamic Finance Marketplace \;J\S @my |
JledieVI (3 dny, 2l e o9 M= s Agenda)
Aol (o0 Jlme @A By (sl etianed] Jidd
@YW‘S‘/&M‘ g b s ] BLaly ae-
AL 2l a2 ol gt Solas

aia G 36331 1 g M g + 5 Eomad
e (PP

@ LY wilog psl e il day Badinall s O)
Gotio Joo sude Aleul s el aa  LapSTy L)
Leis a5 o)) alewB Ll Jleall " e 2dl 131
dgnlr] Aol me Ex Ul Lgo e 358" sl s e 3
Lot o el of 2 gadll olan Sl Le sl g
gy I Ll JUall o) dslad) sl Ggois

Pang it olllone o Gslazs 0,50 o2l 39

S I B oty 1 JgY) Clal
die Je i) N Badio 3 i) oVt
Loy YaSs whogy ol cLias V) pgdy o WIS
@ a6 oLVl aay jlez Y1 glsY asbl

el tosll sy claet) ollas

ala) Jladll jlss) Boiin 0505 SN Uiy (ol
o bl ShL A e Ly Badiall delgds (a1 A])
"ol Y g g ke ke Bl T 2V 2
SV e sl e @3 sy clae™
sLaedU apedl Wl LaY 01T e A w Bl et
slazel 0w (pY VT ey YV s pghen s @ )
Al ) @ daad) e b Al ayal jdes Olus
-(KWSP, Tadbir Urus, 2017) #Y + \'V
wis " el V)" gl e Gadaal) Sty
LS s sVl Bl 2199 050 L ¢
el g9 el gy Ledn V) imelll el dilasl) 2o
Al BLoYL . (Jawatankuasa Penasihat Shariah) Lgx:sa25 s
ol asaladl aeldll L glsy) e Lol (sls
= Bgtiall delgd o gy dedlaYl ang,all sl
) o et Ll gl 055 (3ls pY 0V 1 plad g2l
B, o) 1S sl @ uB o) ey aY VT el k]
-(KWSP, Tadbir Urus,2017) ." ) 13507 2yl
A Q) sl Bgdio £ 9,05 OF andi LS
Oy Lo gmg aY VT sl A (3 35mgll U] b
&i (Simpanan Syariah) =) DI By Le,
s O5dE8 ) Cpaled) Jlaadl 351 2yl Gk
dleld W Goa o 3 oSl JLA) s 80 S

.(KWSP, Tadbir Urus, 2017)

Oy 3 (Sl Bobinall £lid) (2195 13Ul bl

Jleall uslidl a1
e Bl LVl 328 1) 50U jgles ) Lalsall ey
@ slad) JLs3) Badio Ba) o DYl dny, il
e Ggtiall (3 bl slas) e el Bl
Sl A 2l Y Ly ayleaia Yl (BLl 313
Ohlatiw¥ s wils ] Blawly (5 1) BLoYL
RPN ;L.m L ook ) ol (ed Sl Ol

JARIEE TS ER TR SN RS e R S PRS-



95

b Jelns Lindley Jloall £,401 e laall Bguim
djogé.b 4‘_5)“9_‘« J‘jé..\m LL}.L} ‘é\_m:- Juls

gl SN Joolgh abag (Lsly, delil) L3N
lyosy iy (Slpdey il 12 ol Sl
Js=rly dagaW Gl oy 3L eV il
Slesidey (ol Can ShrY) ey el Bl y)
RO U SN PN V-S|
lazial aais) i Lkl Bodio oy
3l e (JB 1Ky bl 5] Y a2l
Slgaly (i wy (Uslayy ¢ by, By oyl 5l
b e el ) ) aadly Sl (g
i) 131 Oleds (b s a0 3)15Y)
e ol LY LAY 0 sa asbyf 3.;? e
e il Sl aad o9 Uiy 4 - L)Y
a8y SVl e o2l A sl a2
=) 3 aalasl) Sl slel e ae ezl
cing il an 288lpl) Jgo W) Shlatinl 3 ilam o
b e s o el a3 Y] s Ol Y
Alal Ly OF Lo S o) Uy L B

Badiall s e3de ) Aol (o bax o2

Ao lE) HL-31 Bgial il LS gt Clal

s
pt) dmbas o ey delil) o2l Goaiall b
55 b i) ol ae Jbeal) oSl
I e SV Bgtis @ADLl by s
A e B30 o) Sl o) el S
SlsSe fS73 Repadl el pIN) wlsde 1Y by s
fae i) A i s 2gd Agn Of s (Gataall
SV g ol ey b 1) cllasy
8 o eBleinaly sl Sl ASS a2l ulall
dige i) Blian) Ak Lele 3315 OF & Y Gl 53
et LaSTLs e, sl ezl odis prals OF 3 Yy

i) plaanl ad 1) o)Ll plas)

Wb w3l e Gl e of 32301 sl e GO
S sl Ol ilige ST ad aelial) Gpial
(Y el st e ) O gt o
G=it e ailasl suslon oo Goiiall 4 a3, 2l
28 B Bgdiall el S e U Lad) L
st day JURA) palid G (oY) L3I plL
(3l) JU Sl 3 a2l 1l 502 oo B2
oy Wn iy 3B Bl 31y e el o
Aelll J.u; g W aedd) Olgin sdeg Adae Yol
ol 7Ny ) VA e g g q&}\ ARLos Ao
'tj.;d.'\_.}\ oebalall o0 1) 78 ag chiw v 092
g gl e e L3y (B Lag A 10 onjles]
Cxrly Ggall s (3 VB oY VA ol e Sl
o) tlasl el (G)las) oy ol gl e
AN G b e ol pladll (39 2asSH (8 Oghens
Jlal) 2 KA w33 (ol
el ool 28l eV e laglall U
Gadio 096 oo I Joudl (3 sl farll Sl
Bolivw s 3 @ygh LS a1 a9 ol Ls3YI
3B yasly OF L) Ol a b 3) L3V
o el Colog Lt s e 5y caibsll oY
o ol Bkt die (3 Gibl) ame i sd) sl
oaseid) ol LS T ) el Ol ot ag
sl ieses o (GBI UL oY1 s e Jssd
Sl ol 10 S 5yls] ol 2pasSs ol 25550 CilS sl
Jyadl 3 asde 50wl ol e wlble ol asp6
b Oyibosll LTy 01 89 sdiall 053 e LY
o iads dds Comgt s ol sl Oglany olseal
QG el il ol aaad e 056 W5y (e
sl e SBY ppemd 5o Y1 Uy oo ol 3o
eliall sdald) of Laddl die Comgt cpibaal) 2o gl
o Gt ol e L 2, 0f e SLEYI % o1y

djw olPlas o ) ROUL) J“\_c ji s jt L;c)"'“j



Adgdllg Agaall ol ,ld 2l lad) Al
AY-N4/2VEE) (Y suall (¥ ulxll

96

LS 55 30 JU el 31 s 2
Dmg JSM 03} 093 oo sl Bles e p8 28y
S 1By 355 058 oty 1873 Wl sy g
ot o VU S5 150 iy LV STl g8 cad
g Kar am Ughas Lzl 50 10 0,5, of
e iy Glaana¥ ALas e Bl 3 jleza)
Leps aegt Sl (3 ekt Vs (3!
Lot okl BLoY1 3005 Sl L)) L
Yty ¥ L OV (Gaiall s & WIS a3
LS adnn byt ke Lial 2l (3 S5 ) eyl
Iy OF e sliae1 Koty O Lgan (gl asds
Jeolss 0Ly bysg Aie Lal jlaa¥L aiS) 3 coble
RCOV D INF PV (P
Godize & 2Ll o 2l L3V by 5 ey
S Y e 3 el )y wlslas s L3Y)
Loty A S s gl Al wlel g
sV B sl ealld) gaall pgs Of T
Al 3 Gis we e (IS0 dnptll s
Gotiall 055 s (43A)  d 329 Ll Jleal]
FARER
2 L) (e aBlll Ll g aal pp i O -0
i e ) Bl g LSS A i) L) Gy
L J/u IS jlazzaly 55y AlSy)
2129) Gotiall Ol e (43A) o
g et e 2Bl palld) g el pg s of -
Leladl L3 Godio A slgdy o)l &) Bodi o
L By e s 7 sl s hes 51 oliokiny
e
b sl G ol eI Ggdiall e gug of -
A e e WL 2T 2
Aol e LY Gatial) k2 8 O -
ag )l g @l ) Juasl

iyl i dgad b il G S Oy
Y il e ¢ g ol Ly sl
iadll) Loyl Gl cllae| Jady ciggis Lol
Lo o A Lally S e ) de Bl
() Bt 3 8lmed 2y

e ) Gptiall s jleialy 3ls] o
Liall g WIS i e oy g 5,21 5V
3 et o L AL L Ll sl 234 o
s pasr ol Lo alls (YAV/Y il ) el
sanll DS Lyl Ldy jlatza VL IS i B gdnall
Sl VU ASPG (VAR (gl de) gyl DS
Jas a5z O oliatis |59 dgan die e 5l
G U ey (Grn 2l sl S DLt 1)
Skl 58 islally dlall e oS oleid s
st LoVl AL Cpiall plasal e Jub olaly
e pl) e Olifat d)lall e el gyl 3l
(ree/yy

Jagd WISH e Bodiall s plusecal SN pad
@ phlial o5 3 eplabl sLasd SSy il
LB e s e,s 555 e Sl say e
e Loy . ol o il Baaiall Vs (3 ae, 2l
e i @ e e fan LSS (ol s
B Y el Bpdiall e o3 a 1 e s
Jeall sl sl G o Dl (S dny 2
Aelidl Ll Bgdew 2 e dll L Ay L
pla o Jle 1S laialy 3,05y o LT a SLS,
ey (2) A8 Ggkiall 090 o (ALY) oo o
alar 2 Sl elal) L3 Baiis wslgdy )3
AT AL S e 0dids F dlly

Gydino (3 il o sl Ls3V) OLSTT ey
a3y (JSU YT ¢ erdl) S il gl L 3Y)
by g (JUER dslad L3 Bgain 3 slasY)
Sy ¢SS sty S5 0 s S 3 WAl e



97

b Jelns Lindley Jloall £,401 e laall Bguim
djogé.b 4‘_5)“9_‘« J‘jé..\m LL}.L} ‘é\_m:- Juls

Ibn Manzir, Muhammad Mukram, 1414, Lisan al-Arab.
Beirut, Dar Shodir.

Ibn Qudamah, 'Abdullah ibnu Ahmad 1417, al — Mughni.
Beirut, Dar al- Kutub al-1imiyyah.

Ibn Qudamah, ’Abdullah ibnu Ahmad 1417, Al- Mugni’ wa
al-Syarah al-Kabir wa al-Insaf. Cairo.

-Karam, Abdul Wahid, 1998, Mu jam Mustalahat al-Shariah
wa al-Qanun, Oman: Maktabah al-Majlis al-Warani al-
Ittihadi.

KWSP, Shariah,
<http://secure..kwsp.gov.my/shariah/bm/faq.html>

KWSP, About Epf, <http:/www.kwsp.gov.my>
KWSP, Ringkasan Hasil Pdf, < http:/www.kwsp.gov.my>

Ramadhan ’Nushi Abbas 1987, Anzimah Al-Ma’asayt Fi Al-
Tasyri’ AI-Misri Wa Al-Mugaran. Risalah Al-Dukturah,
Cairo University.

The Edge Markets, Retirement Planning Simpanan Shariah
Switch or Not,
http://www.theedgemarkets.com/article/retirement-
planning-simpanan-shariah-switch or not/>

Maybank, Why Shariah —
<http://www.maybank.com/>

Shubair, Othman, 2014, Al- Takyif al-Fighi lil Waqa'ei al-
Mustajiddah wa Tarbigatihi al-Fighiyyah, Dar al-
Qalam: Damsyiq.

invest - Malaysia?

“ e

Ao Bl

Aslll (sl Bk 3,2 O Ul AUl sds g
7 il 4SSy ot Gadiall 3] (3 Lidle Jlaall
S el oy LU £ 0,301 8)15Y b 35 (351,
Wi Jontol Uil JRal oSla) delidl) sl Bgin
Godid ool Bl 2,0 3 ailia 52an Lo 2S5
e o WS e Ll OS5 (oSl aelad) sl
Gatall §ls] SLalil ol Ladly B! doe )l 5 gda])
& ol slasl s i il 3ady o2l
Jbe Bla wgaid o B clias) gl 535 2> abgtio

Rty

z

bl

Abu Ghadah, Abdul Fattah, 2018, Buhuth Nadwah al-
Barakat,No 34, al-Wakalah bil-Isthismar Taasiluha wa
Tagbigatiha.

‘Aujan, Walid Huwaimil, 2012, Sanadiq Al-Istithmar Al-
Islamiyyah Dirasah wa Tahlil, Majallah AI-Urduniyyah
Fi Al-Dirasat Al-1slamiyyah, Vol 8, No 1.

AAOIFI 2017, Al-Miyar Al-Syar’ie. Bahrain.

Abu Fidah, Marwan Muhammad, 2009, Wakalah Wa
Tarbigatuha Fi Al-Masarif Al-1slamiyyah. Majallah Al-
Jami’ah  Al-1slamiyyah, (Silsilat Al-Dirasat Al-
Insaniyyah) Vol 17, No 2.

Al-Sharbiniyy, Muhammad Ibn Ahmad 1994, Mughniyy Al-
Muhtaj’, Beirut, Dar AI-Fikr, 1st Edition.

Al-Zuhaily, Wahbah Muszafa 1989, Al-Figh Al-Islamiyy Wa
Adillatuhu. Damsyiq, Dar Al-Fikr, 3th Edition.

Anis, Ibrahim etc. 2008, Al-Mu’jam Al-Wasit.
Maktabah Shuriig Al- Dauliyyah, 4th Edition.

Cairo,

An-Nawawi Abu Zakariyya 1991, Raudhah Al- Tolibin Wa
‘Umdatul Muftin. Beirut Al- Maktabah al-Islamiyyah,
3th Edition.

Binti Abdul Razak, Nur Shuhada, Siti Zaiton bin Muhammad
Dali, “Managing Halal and Haram Investment in -
Prosiding  PERKEM VIII, The Case of EPF's
Malaysia”, , Vol 1, (2013) 345-354.

Binti Mohd ‘Ali, Azlin ‘Amili, Asma Laili, Muhammad
Azzam Husain, “Private Retirement Scheme in
Malaysia: -Legal Analysis”, International Journal of
Economics and Financial Issues, (ISSC 2016(.

Binti Mohd Yusuf, Siti Fatimah Azura, Pemakaian
Peraturan-Peraturan  Kumpulan Wang Simpanan
Pekerja -(KWSP) 2001 dalam Tuntutan Dan Agihan
Harta Tanpa Penamaan: Pelaksanaannya Di KWSP
Kuala Lumpur, MA Thesis, University Malaya, 2010.



elSSN 2600-8408 ===
http://journals.iium.edu.my/al-figh

g C
Pp. 98 - 105 —|

Copyright © 2019
” UM 1IUM Press

RESS
l RLSS International Islamic University Malaysia

Application of E-Wallet: A Preliminary Analysis from the Shariah Perspective
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Abstract

The introduction of the digital wallet known as “E-Wallet” helps people in their transactions without the need for cash,
which is known as the phenomenon of “go cashless.” Implementation of the e-wallet is involved with some transactions and
concepts used, which may trigger Shariah issues; this is the research problem. Therefore, there is a need to study this
concept and its application by looking into the related Shariah requirements in order to clarify the hukm of using the e-
wallet for Muslim users. This paper aims to analyze the concepts used in the e-wallet from a Shariah perspective (takyif
Fight) and to highlight issues that are related to its application. This research uses the inductive approach in finding
classical and contemporary references, as well as the analytical approach in relation to the Shariah concepts and issues.
Finally, this research concludes with several findings: 1) the concept of wadi‘ah can be adopted for the e-wallet as long as
there is no usage from the platform provider; 2) it was found that the implementation of cashbacks does not involve riba
payment; 3) lastly, there are some key challenges in implementing the e-wallet fully in Malaysia, especially in terms of the
security risk.

Keywords: E-Wallet, Takyif Fighi, Wadi‘ah, BNM.
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communication. This innovation and introduction of
the mobile phone wallet is a big new opportunity in the
area of business in terms of enhancing performance and
turn continuously enable growth and
sustainability. The advancement in this feature of the
mobile phone has enabled applications which may
support efficient business transactions as they make it
easy for customers to transfer their payment via phone.
As for now, the e-wallet is already an option and is
starting to replace the traditional cash payment system
slowly. Recently, people have widely started to accept
this kind of digital payment due to its simplicity and
secure features (Thad Peterson, Ron van Wezel, 2016).

will in

Among the top countries which dominate the
usage of the e-wallet is China. The use of e-wallets in
China is quite extensive. As recorded in 2016, the
mobile transaction was USD 9 trillion in China
compared to about USD 112 billion in the US. This is
due to the fact that China has over a billion in
population with the highest number of mobile phone
users in the world. Among the apps that contributed to
this vibrancy are services such as WeChat Pay
(Tencent) and Alipay (Alibaba). These two
applications have contributed hugely in providing
financial products and services (Kapital, 2018).

As the use of the e-wallet is getting wider in
Malaysia, it has become pertinent to analyze the
concept and contract of use according to the rule of
jurisprudence. Malaysia is one of the most significant
pioneers in Islamic Finance and is really spurring the
greater adoption of mobile payments by introducing the
Interoperable Credit Transfer Framework (ICTF) that
establishes a shared payment infrastructure that
connects any bank and non-bank accounts while
managing the resultant risks. Malaysia has also
introduced the Real-time Retail Payments Platform
(RPP) that enables seamless and secure payments via
the use of simple identifiers, such as mobile phone,
Identity Card (IC), and business registration numbers,
and the use of a common Quick Response (QR) code
(Lee Zhi Wei, Daniel Khaw Peng Tsu, 2018).

The reformation of banks has opened significant
opportunities for Malaysia in its efforts to migrate to e-
payment. As we notice, mobile payments have
significant potential in reducing the usage of cash.
There is a survey that found that the number of e-wallet

users in Malaysia increased to 52.9 per cent of
respondents in October 2017 compared to 24.3 per cent
in February 2018. The e-commerce marketplace
Carouse said the survey also recorded a three-fold
increase in respondents from 202 in February 2018 to
731 in October 2018, which showed a dramatic increase
in interest in the use of e-wallets in the country. Data
from the survey also showed that the five major e-
wallets used by Carousell users were GrabPay, Touch
n'Go e-Wallet, Boost, Maybank QRPay and WeChat
Pay (BERNAMA, 2018).

From the above background view, this paper
aims to analyze the concepts used in some of the e-
wallets’ transactions from the Shariah perspective.
Specifically, it focuses on suggesting the figh
adaptation (takyiif fight) of the e-wallet. It will also
focus on some of the potential issues regarding this
topic.

2. Definition and Types of E-Wallet

In order to make things clear for the articulation of this
article, it is crucial to define both e- money and the e-
wallet.

2.1 E-Money

Just like coins and notes, e-money is also another form
of money/currency called electronic money. The fact
that they exist electronically and not physically is what
differentiates them from our traditional money.

Electronic money refers to money that exists in
banking computer systems that may be used to facilitate
electronic transactions. Although its value is backed by
fiat currency and may, therefore, be exchanged into a
physical, tangible form, electronic money is primarily
used to transact electronically, due to the sheer
convenience of this methodology. (Bloomenthal,
2019).

According to Bank Negara Malaysia (BNM), e-
money can be defined as:

“a payment instrument that contains monetary
value that is paid in advance by the user to the e-money
issuer. The user of e-money can make payments for
purchases of goods and services to merchants who
accept the e-money as payment”. (BNM)
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This definition by BNM is very general where it
merges both e-wallet and e-money in one definition.

2.2 E-Wallet

On the other hand, a digital wallet which is also known
as the "e-wallet" refers to an electronic device or online
service that allows an individual to make electronic
transactions. This includes purchasing items on-line
with a computer or using a smartphone to purchase
something at a store. An individual's bank account can
also be linked to the digital wallet (Digital wallet,
2019).

An e-wallet is a digital tool (software or
application) for consumers to store their payment
methods. It stores credentials such as debit and credit
cards, and alternative payment methods. Some e-
wallets can also store loyalty programs. An e-wallet
allows an individual to make electronic transactions
with an improved checkout and payment experience
compared to keying in all payment credentials every
time a purchase is to be made. This wallet can function
both online and in physical stores (Paypers) where
users and merchants would normally scan either bar
codes or QR codes for payment.

An e-wallet is just like a bank account where it
basically stores e-money. E-money is money that has
value and purchasing power and is used in transactions.

From these definitions, it can be concluded that
the e-wallet is just like a physical wallet, only that it
exists electronically, and the same goes for e-money.
The difference between physical wallets and physical
money is similar to the difference between electronic
wallets and monies.

In Malaysia, specifically there are two types of
e-money schemes, namely the large scheme and the
small scheme. They are named based on the limit of the
amount of money you can put in each wallet. The large
scheme is where the limit is more than RM200 and the
small scheme holds not more than RM200. In Malaysia,
there are some e-wallets which can be linked directly to
Visa/MasterCard (BNM).

BNM has provided a set of guidelines regarding
e-money to ensure the safety of the system and in order

to sustain the stability of the country’s financial system,

as this relates to the supply and demand of money.
These are some of the guidelines issued:

» Principle 1: Establish adequate governance and
operational arrangements.

» Principle 2: Ensure that the proper risk management
is in place.

» Principle 3: Ensure that the risks of using e-money,
and the rights and responsibilities of all
stakeholders are clearly defined and disclosed.

» Principle 4: Ensure the prudent management of
funds.

» Principle 5: Ensure timely refund of stored value in
the e-money.

e Principle 6: Implement adequate measures to
prevent the use of e-money for money laundering,
and ensure compliance with other requirements
(BNM).

With these principles, users are protected by the
law and only those who have met these requirements
are eligible for licensing under BNM.

3. E-Wallet Modus Operandi and Shariah
Adaptation

As there are different types of e-wallets with different
business models, it is not fair to classify them all under
one contract or one Shariah principle as they are in core,
different. This section will analyze a few types of e-
wallets in Malaysia according to their business
models/modus operandi and try to adopt suitable
Shariah contracts for them (takyif fighi) accordingly.

3.1 FAVE

Fave was originally a telco app (Axiata) for customers
to top-up their lines and a lifestyle loyalty app which
later developed into an e-wallet. It acts as a payment
gateway for online transactions. It does not retain any
money and only facilitates the transfer of money from
the users’ bank account to the merchants’. The Shariah
contract used is ujrah or service, in which Fave
mediates payments from customers to sellers. Fave will
then collect its fee from merchants. It offers various
rewards, such as cashbacks and discount vouchers to
users as a marketing strategy. This poses no Shariah
issues as ujrah is permissible in Islam (GoBear
Comparison Made Easy, 2018).



International Journal of Figh and Usul al-Figh Studies
Volume 3, Issue 2, 1440/2019

101

3.2 MAYBANK MAE

Maybank Anytime Everyone (MAE) is an e-wallet that
is directly provided by Maybank. This MAE is a part of
the maybank2u mobile application service. Users will
need to top up their wallet by transferring money into
their e-wallets which can be done via Cash Deposit
Machines (CDM), online transfers, Financial Process
Exchange (FPX), or by using their debit cards.

This wallet acts like a trust account as it stores
money. Hence the presumed Shariah contract would be
either gard or wadiah. Since they limit the amount to
RM4999 only to lower the risk of losses, it is presumed
to be under the wadiah contract as they do not guarantee
that the users’ money is insured by PIDM (Product
Disclosure Sheet-MAE, 2019). But since the Shariah
contract used in trust accounts is gard, it can also be
presumed that the contract for this e-wallet follows that
of the trust accounts. Nevertheless, the fact that they are
not protected under PIDM — as the money is not
guaranteed — gives a clear distinction between the two.
Hence, the researcher is more inclined to adopt wadiah
in this case, noting that the money in these wallets are
not used by Maybank, as such usage of this money
would automatically violate the wadiah principle in
general.

The controversial issue raised by the public is
when the game built in this app offers rewards to users
in monetary form. If the contract pegged is gard, will
then the monetary rewards be considered as riba hence
making it non-Shariah compliant (NSC)? But if the
contract pegged is wadiah, any type of reward would
not pose any Shariah issue and can be considered as
hibah. This issue shall be discussed further in the next
case study.

3.3 BOOST

It is a full-fledged e-wallet where it does not link to a
bank account nor is it provided by a banking entity. It
acts exactly like a physical wallet only and it exists
electronically in the phone. Users need to top up their
e-wallets by transferring money into these wallets
before they are able to use them for any transactions.
The money deposited in these wallets is put in a trust
account where the presumed Shariah contract is gard or
wadiah as aforementioned.

In the case of Boost, these are some clauses
related to its liability (Boost’s Liability and Liability for
service, 2019).

10.1 Boost shall not be liable for any liability, loss,
damages, cost and/or expenses (whether direct or
indirect), or for loss of revenue, loss of business, loss of
profits or any consequential or indirect loss whatsoever
as a result of your use and/or misuse of the Service.

10.7 Notwithstanding anything to the contrary
contained herein, the maximum liability of Boost shall
not exceed an amount equivalent to the aggregate sum
of the Available Balance of your Account at the date on
which your claim arises.

11.1 Boost shall not be liable for any special, indirect
or consequential damages or any damages whatsoever,
whether in an action of contract, negligence or other
tortuous action, arising out of, or in connection with the
performance of, or use of Services available on the App
and in particular, but without limitation to the
foregoing, Boost specifically excludes all liability
whatsoever in respect of any loss arising as a result of:

(a) use which you make of the App and the Services, or
reliance on Services, or any loss of any Services
resulting from delays, non-deliveries, missed
deliveries, or service interruptions; and

(b) defects that may exist for any costs, loss of profits,
or consequential losses arising from your use of, or
inability to use or access, or a failure, suspension or
withdrawal of all or part of the App and the Services at
any time.

Based on these clauses, Boost will only
compensate if proven to be negligent. This means that
the concept is just like the classical wadiah where the
keeper is not liable for compensation unless the object
is broken or damaged because of his negligence. In the
classical wadiah concept, the object given to the keeper
shall not be used by the keeper. If the keeper uses the
object, then the contract will automatically change to
gard and he is liable for compensation.

The issue here is the question of whether or not
Boost — and other e-wallet providers — use the money
deposited in the wallet? According to the guidelines
issued by BNM:
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13.1(ii) An issuer of e-money shall not use the money
collected to extend loans to any other persons.

10.2 An issuer of a large e-money scheme should
deposit the funds collected in exchange of the e-money
issued in a trust account with a licensed institution in a
timely manner, which shall be governed as follows: (a)
The trust account shall be established in accordance
with the Trustee Act 1949; (b) The funds can only be
used for the following:(i) refund to users; and (ii)
payment to merchants.

10.2(c) The funds may only be invested in high quality
liquid ringgit assets which are limited to deposits
placed with licensed institutions; debt securities issued
or guaranteed by the Federal Government and Bank
Negara Malaysia; Cagamas debt securities, and other
instruments as may be specified by the Bank;

10.3 For issuers of a small e-money scheme, the funds
collected in exchange of the e-money issued, should be
placed in a deposit account with a licensed institution,
separated from its other accounts,

10.3(b) The funds shall not be invested in any form of
assets other than as bank deposits (BNM).

Based on these clauses, it is hard to classify
whether these deposited monies are regarded as gard or
wadiah as the characteristics are a mixture of the two.

The situation today in Malaysia is that the issuer
does not use and cannot use the users’ deposited money
and is required to ‘safekeep’ them in a trust account.
This agrees with the classical wadiah concept as
aforementioned. However, BNM also allows the fund
to be invested in high quality liquid ringgit assets. The
fact that the money can be used for investment but is
limited to those of high liquidity and almost zero-risk
raises the question of whether this nullifies it as wadiah
as the money is almost guaranteed and is in fact, being
used by the provider. Hence, the researcher suggests
that a deeper and further research be conducted on the
concept of contemporary wadiah for money to answer
these questions:

Are cashbacks, rewards and discount vouchers
to users considered to be riba?

As some e-wallets offer various kinds of
rewards to users, some of which are in monetary form,
this might trigger some serious Shariah issues as
rewarding or promising money on money is considered

riba which is prohibited in Islam. However, al-Umrani
(n.d.) in his writing mentioned some important points
to look at, as follows:

"If the borrower decides to give out any kind of benefit
(manfaah) to the lender without having any pre-
agreement to them beforehand, and before he settles
the loan, for example: giving hadiyyah, benefit of riding
the camels (transportation), or helping out the lender
in his work, there are two views on this and the
preferable view (ar-rajih) is of prohibiting these
manafi- if they are because of the loan, i.e to get
extension from the date of payment, to get loan for the
second time ...". (al-Umrani, n.d.).

This confirms that any benefit which includes
monetary and non-monetary, given to the lender
because of the loan he gave out is riba and thus
prohibited. In this case, there are a few important
questions that came across the researcher’s mind that
need clarification. Firstly, whether these rewards are
from the issuer (U=_84l)) itself or from a third party
which they collaborate with, such as eatery companies
like Tealive, aviation companies like Air Asia, and
beauty and cosmetics companies where users are
usually offered discount vouchers and cashbacks when
they make transactions using e-wallets. The second
question is regarding the business models of the e-
wallet companies, as their main business is to provide
the platform and payment services and does not extend
to giving loans to people. Hence, these rewards can be
presumed to be merely a marketing strategy to attract
more users to use the platform and are not related to the
money deposited in the wallets.

Therefore, the researcher is more inclined to
refer to the concept of hibah for cashbacks and rewards
as per the reasons mentioned above, and to consider
them Shariah compliant.

BNM has issued some prohibition guidelines for
issuers and these guidelines conform to the Shariah.
They are as follows:

An issuer of e-money shall not:

* issue the e-money at a discount, i.e. issue e-money
that has a monetary value greater than the sum
received;

« use the money collected to extend loans to any other
persons;
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extend credit to the user, or pay interest or profit on
the e-money balances, or anything else that would
add to the monetary value of the e-money; and
associate, link or use the e-money scheme or
platform to conduct illegal activities (BNM).

These guidelines indirectly avert riba as it is
crucial for BNM to maintain financial stability in the
country and also to promote a sound system which can
be trusted by the public.

The service provided by these companies can be
considered under the ujrah contract, where the service
fee is paid by the merchant. Christopher Tiffin, the
CEO of Boost, revealed that for the first year, Boost
would not be charging merchants for the usage of its
mobile wallet system, arguing that this is one way to
further drive adoption (Yapp, 2018).

There are a few ways these e-wallet companies
make money which include charging a monthly fee to
merchants for providing the platform, charging for
advertisements, through collaborations with other
companies, and by charging fees to banks for customers
using credit/debit cards, just to name a few (Kumar,
2017). All these contracts are considered to be
providing services and thus are said to be classified as
following the ujrah concept which also poses no
Shariah issues.

4. Issues on E-Wallet
4.1 Challenges

E-wallets are widely used in China and South Korea but
are not widespread in South Asia, including Malaysia.
Some of the banks do not see phone payments as a top
priority at this moment which makes it a big challenge
for e-wallet companies to find the right partners to
collaborate with.

However, Touch N’ Go Digital company in
Malaysia has started to study the China model to see
how it can be implemented in Malaysia. As we know,
the TNG wallet is used for transportation payments and
this company will continuously produce more research
to come out with more use cases and services such as
paying for parking and more (Nair, 2018).

Malaysians are familiar with other cashless
systems called card payments. To compare with China,
this country has no problem in going straight from cash

to e-payment as they don’t rely much on card payment.
In China, they had to combine the e-wallet innovation
with China’s e-commerce boom and WeChat. So, this
foundation has already supported the growth of the e-
wallet Alipay and WeChat Pay, which now dominate
the market. However, this is quite hard to adopt in local
Malaysian e-wallets, as they have to contend with what
already exists, which is swiping a piece of plastic
(cards) (Pikri, 2018).

4.2 Unstandardized

For the market in Malaysia, the e-wallet seems not so
unique as Malaysia already has good and stable systems
for online payments such as the credit card, debit card
and so on. Not only that, Malaysia also has so many
ways of payment when it comes to digital payment, so
the adoption of the e-wallet seems confusing to the
public as another way. Moreover, the emergence of
different e-wallets may have made it worse as there is
no one “general e-wallet” which can be accepted by
most merchants and this means a lot of types of e-wallet
need to be installed (Pikri, 2018).

As such, in December 2016, only 36% of
retailers accepted Apple Pay and 34% retailers
accepted PayPal while only 25% accepted MaterPass as
the form of payment, which shows that this e-wallet is
not fully available worldwide (Gaille, 2018).

In the case of many of the e-wallets in Malaysia,
during their introduction to users, one more step was
required in the payment process instead of just swiping
a card. Users have to transfer money to their e-wallet
and only after that they can make payments. This
phenomenon is quite inconvenient for consumers. As a
result, these e-wallet companies constantly offer
discounts, incentives, and zero merchant fees. Hence,
they face high marketing costs to ensure that
Malaysians will adopt this payment method (Pikri,
2018).

4.3 Security Risk

Regarding the security risk, there is still disagreement
on how secure the e-wallet to be used by customers is.
There are successful hackers who can penetrate the
system and gain access to the money in the wallet and

the stored information by obtaining the user’s financial
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details. It is much worse when the non-tech savvy is
robbed compared to a regular owner of the e-wallet.
Plus, non-tech savvy users have to employ strong and
often-changed passwords to ward off potential hackers
(Sachdev, n.d.).

According to the Cyber Security Malaysia
(CSM) chief executive officer Datuk Dr Amirudin
Abdul Wahab, there are two incidents involving block
chain e-wallet that have been reported to CSM. These
two incidents involved fraudulent transactions and an
e-wallet account being compromised. The report said
the victim of one of the cases only realized that the
balance of the account had been reduced and was being
transferred to a suspicious e-wallet address without the
user’s authorization (Meikeng, 2019).

Other cases related to scams and risks faced by
users include hacking which allows criminals to access
devices and sensitive data, phishing attacks and luring
the users to reveal password and other private data
(Meikeng, 2019).

It became worse because some of the companies
that provide this method of payment will not guarantee
the amount of money stored in the account if such a
case happens. This is as stated in the contract of
Maybank Anytime Everywhere (MAE) that the money
in the account is not insured by Perbadanan Insurans
Deposit Malaysia (PIDM) (Product Disclosure Sheet-
MAE).

Another obvious risk is if we lose our phone, we
will also lose the e-wallet, if it’s not hosted on the
internet service. This may also happen if our device’s
battery runs out, and we lose the ability to access the e-
wallet in that particular time (Meikeng, 2019).

5. Conclusion

As the e-wallet is a step towards modernizing the
society, a change in the way of handling things, it is a
good thing to try every existing e-wallet in the country
just to find the best. Nonetheless, it is also very crucial
to understand how each and every one of them works
and find out if there are any possible Shariah issues for
which measures should be taken.

This paper can be concluded with several
findings; to find out the exact takyiif fighi of the funds
in the e-wallets, further deliberation through the

Shariah viewpoint would be needed. However, the
researcher is inclined towards adopting the concept of
wadiah as long as the money is not used by the platform
providers. Secondly, cashbacks are considered to be
Shariah  compliant based on the reasons
aforementioned. Thirdly, although there are challenges
for these e-wallet companies, it is true that the e-wallet
is indeed an important milestone in advancing our
payment system methods as they have brought about
improved convenience which will in turn enhance
efficiency and increase the volume of trade.
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Perceptions on Shariah Governance Framework of Islamic Banking in Oman: Issues
and Challenges
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Abstract

Oman has adopted Shari’ah governance framework which is very similar to other countries that face issues of Shari’ah
governance such as independence, competency and disclosure. Therefore, this study will examine these main issues in the
Shari’ah governance framework of Oman. This paper aims to examine the current practice of Shari’ah governance in Oman
from the perspectives of Shari’ah advisors, bankers and regulators. The paper focuses on the present practice of Shari’ah
governance framework and related issues such as independence, competency and disclosure. The paper uses the descriptive
research method in terms of collecting secondary data and information for the literature review. Since the availability of
data and information on Shari’ah governance practices in Oman is very limited, a semi-structured interview was conducted
with Shari’ah advisors, officers and regulators to explore their perceptions on Shari’ah governance and related issues. The
findings of the paper reveal that the regulators have put in place an excellent Shari’ah governance framework and it may
be considered as one of the best frameworks in the Islamic banking industry. However, there are shortcomings and
weaknesses in the current practice of Shari’ah governance framework, such as lack of experience, lack of research in the
field of Islamic banking and finance and low position of internal Shari’ah review. This study provides and proposes some
recommendations for enhancing the present Shari’ah governance framework.

Keywords: Shariah, Governance, Oman, Framework, Islamic Banking.
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1. Introduction

Islamic banking in the Sultanate of Oman is new
compared to other Gulf countries. Banking and finance
operations in the Sultanate were limited to commercial
banking because the legislative regulations and laws
did not allow Islamic banks to operate in the Sultanate
until late 2012 when the Sultan made significant
amendments to the Banking Law promulgated by
Royal Decree 114/2000 (Ginena & Hamid, 2015).

The Omani Central Bank introduced a new
SharT’ah governance framework for Islamic banking in
the Sultanate to bring the country’s Islamic finance
industry forward. The Central Bank of Oman (CBO)
launched the Shari’ah governance framework in 2012
and required all Islamic banking institutions to fully
comply with the Shar’ah governance framework in
2013 (Ginena & Hamid, 2015). The primary target is to
provide a sound regulatory framework for the Islamic
banks to operate within the required Shari’ah
framework. This will enhance and strengthen investors’
confidence in the rapidly growing Islamic finance
industry in Oman.

Islamic financial services are provided by two
types of institutions under the purview of Islamic
Banking Regulatory Framework (IBRF) (CBO, 2012).
The first kind of these institutions is full-fledged
Islamic banks that operate Islamic banking business,
such as Nizwa Bank and Alizz Bank. These Islamic
banks are regulated under the IBRF 2012. In addition,
these institutions obtain the required license for their
operations under the ambit of this Act.

Conventional banks offering Islamic banking
services are the second type of institutions offering
Islamic financial services in Oman. In Oman, there are
six Islamic windows that apply both conventional and
Islamic banking businesses. The literature shows that
there are some crucial issues in Shari’ah governance
that should be solved to have an effective Shari’ah
governance implementation. The issues include matters
such as independence, competency and disclosure.

2. Literature Review
2.1 Shariah Governance from Figh Perspective

In Islamic jurisprudence, we cannot find an exact
terminology on governance in the classical texts.

However, we can attribute governance to the practice
of Hisbah which has a close meaning to the term
governance.

Hisbah means to seek reward etymologically.
“A person who performs this role and seeks the reward
of the divine for such work, is called muhtasib” (Ibn
1999).
Mawardi (1989) defines hisbah as “commanding good
if it [such good] is explicitly forsaken [in society] and
prohibiting evil if it [such evil] is performed” (Al-

Manzir, Terminologically speaking, Al-

Mawardi, 1989). This definition is mainly derived from
the verse: “And let there be [arising] from you a nation
inviting to [all that is] good, enjoining what is right and
forbidding what is wrong, and those will be the
successful” (3:104) (Ginena & Hamid, 2015).

The definition of hisbah indicates that there is a
broad area of application for hisbah which includes
many aspects of life. Muhtasib means a person who
plays a vital role in protecting the people’s affairs from
falling into forbidden elements, which is the primary
objective of hisbah. In the context of the financial and
economic sector, Ginena and Hamid (2015) lay out that
hisbah institutions are a group which is qualified in
Shari’ah and responsible to prevent corruption and
monitor the market to guarantee that all businesses and
activities are fair. This group has a duty to maintain
fairness, transparency and accountability while taking
into consideration the Shari’ah dimension.

To sum up, the function of muhtasib in the
context of Shari’ah governance is to supervise and
ensure that all activities and transactions of the

institution are Shari’ah compliant.

2.2 Main Issues of Shariah Governance

The literature shows that there are some crucial issues
in SharT’ah governance that should be solved to have an
effective Shari’ah governance implementation. The
issues include matters such as independence,
competency and disclosure.

2.2.1 Independence

Accounting and Auditing Organization for Islamic
Financial Institution (AAOIFI) Governance Standards
(GS) No.5 para.2 (2015) defines independence as "An
attitude of mind which does not allow the viewpoints
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and conclusions of its possessor to become reliant on or
subordinate to the influences and pressures of
conflicting interests. It is achieved through

organizational status and in an objective way”.

The issue of independence arises from the fact
that SharT’ah supervisory board members receive
remuneration from the IFIs, which may lead to a
potential conflict of interest (ISRA, 2016; Farook &
Farooq 2011; Garas & Pierce, 2010). The problem
comes from the perception that the members of the
SharT’ah supervisory board may legitimize illegal or
dubious operations to keep their positions active as a
member of the Shari’ah Supervisory Board (SSB) in the
Islamic financial institution (Rammal, 2006; Abdul
Aziz, 2012; Lahsasha & Saba, 2014). Another issue of
independence of Shari’ah board is the appointment of
the SSB members which is made during Annual
General Meeting (AGM); the board of director (BOD)
may influence the shareholders in nominating the
members of the SSB (ISRA, 2016). According to
Rammal (2006), the members of the SSB should not be
employees in the bank and must not be affected by the
command of the BOD. The AAOIFI GS No.1 laid out
that members of the SSB must be appointed by the
shareholders during the AGM of the bank upon
recommendation of the BOD.

There is still a need for an effective Shari’ah
governance framework in the form of law or regulation
to reinforce the credibility of the IFIs that rely heavily
on the perceived independence of the SSB.

2.2.2. Competency

One of the main issues faced by the Islamic finance
industry is the need for scholars who have an
experience in Islamic finance. Recently, many IFls
sought out senior and well-versed Shari’ah scholars to
be members of their SSB. This is to enhance the
confidence of clients who deal with the IFIs that well-
versed Shari’ah scholars of repute are observing the
Shari’ah compliance process (Belder et al., 2008;
Abdul Aziz, 2012; Wilson, 2009; Gruening & Igbal,
2008; Hamza, 2013).The issue of competency may
influence the efficiency of the SSB, particularly in
issuing appropriate Shari’ah rulings as they should
possess the required professional education and
training with expertise in Shari’ah (ISRA, 2016). A

survey has been conducted on the qualification of
members of the SSB, and the survey has found that
76.6% of the SSB members have training and
qualifications, while 8.6% were erudite in commercial
and Shari’ah law. However, only 11.4% have expertise
in Shari’ah, economics and law (Bakar, 2002). These
practices may influence the competence of the Shari’ah
supervisory board’s roles, especially since the SSB
members are meant to provide robust and concrete
Shart’ah decision; they should possess sufficient
knowledge and training with experience in Shari’ah
(ISRA, 2016).

2.2.3 Disclosure and Transparency

The current practice of Sharz’ak governance shows that
the level of disclosure of necessary information is
weak, even the information about Shari’ah rulings are
very hard to be viewed by the public (ISRA, 2016).

A survey has shown that there are shortcomings
and weaknesses of disclosure of information practice,
especially in the Shari’ah report (Grais & Pellegrini,
2006). Significant issues of Shari’ah governance such
as disclosure may affect the credibility and image of
Islamic banks in the eye of the public and shareholders.
Hasan (2011) conducted a survey on disclosure of
Shart’ah governance practice in GCC, UK, and
Malaysia. He found that there are significant
differences in the extent of disclosure practice. For
example, in GCC countries the extent of disclosure
practice was very low, where 55% of the IFIs were
ranked in the (Emerging Practice) group and not one of
them in the (Good Practice) or (Best Practice) groups.
In the UK the level of disclosure practice was fair and
better than GCC countries, where 20% of the IFIs were
ranked in the (Improved practice) and (Good practice)
groups.

It is interesting to note that the level of
disclosure practice in Malaysia was slightly higher than
the UK and GCC countries as more than 80% of IFIs
were in the groups of (Improved Practice) and (Best
Practice).

The literature describes the main issues and
challenges of Shari’ah governance framework and how
these issues affect efficiency of Shari’ah governance
framework worldwide. In this regard, Oman has
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adopted a Shari’ah governance framework very similar
to other countries that faced these issues of Shari’ah
governance. Therefore, this study will examine these
main issues in the Shari’ah governance framework of
Oman.

3. Problem Statement

The literature argues that there are some significant
issues and challenges pertaining to the current practice
of Shari’ah governance across the world, namely, with
regards to independence, competency, and disclosure.
These unresolved issues need to be examined properly.
The literature shows that without solving these
important issues of Shari’ah governance, the system of
Shari’ah governance would not be efficient.

Oman adopted a
framework that is very similar with other countries such
as Malaysia, Pakistan, and Bahrain. Therefore, there is
a very high potential that the same issues of Shari’ah
governance framework apply to Oman too. This
similarity can be seen in the Shari’ah governance
framework issued by the Central Bank of Oman in
2012. Oman started to operate the Islamic banks in the
last few years due to the increasing demand from the
people. Prior to that there was no political will to have
Islamic banks in Oman.

According to Mihajat (2018), there is a lack of
independence of Shart’ah governance of Islamic banks
in Oman, especially with the relationship between
management and SSB in Islamic banks and intents to
disqualify members of SSBs. Moreover, some SSBs
members who have less experience in the field of
Islamic finance are facing some difficulties in
understanding the nature of the business. Additionally,
the shortage of independence is not only with SSB but
also with other Shari’ah organs like head of Shariah
and its units.

Shari’ah  governance

Apparently, as far as the researcher is
concerned, very few literature or data is available on the
Shari’ah governance framework and issues in Oman.
Hence this study attempts to examine the Shari’ah
governance framework of Oman to verify the real
issues faced. Once the issues are identified and verified,
this study will provide some recommendations that

may assist in dealing with these issues.

4. Research Methodology

The interview method has been used in many different
social studies, and it is considered one of the primary
methods in data collection strategies (Blee & Taylor,
2002).

This research adopts a qualitative method to
answer the questions of the study. This research is
categorized as a social research. Therefore, the
qualitative research method could be a proper approach
to address this kind of issues and to assure the
originality and quality of the study as well. It is
interesting to note that the researchers have conducted
this study based on primary data gathered through an
interview to obtain the opinion of the participants. The
researchers adopt systematic procedures of coding and
categorizing the data (Blee and Taylor, 2002). This
process was carried out systematically in a particular
method on the computer. The study conducted semi-
structured interviews with the members of the Shari’ah
supervisory board (SSB), members of the Higher
Shart’ah Supervisory Authority (HSSA) in the CBO
and the internal Shari’ah reviewers in different Islamic
banks. The researcher, in semi-structured interviews,
can vary the sequence of the questions and ask to add
any questions whenever necessary (Bryman, 2001).

This paper has conducted personal interviews
with 25 persons rather than group interview. The
respondents are grouped into three categories, namely:
HSSA members, SSB members and internal Shariah
reviewers. Most of the interviewees are the SSB
members because of their experience which is very
significant and relevant to the study. Internal Shariah
reviewers are included in the sample of interviewees
because they deal directly with the SSB members. In
order to get the perspective of the regulators on the
topic researched, a group of the HSSA has been
included in the sample for the study.

The interview was carried out_in Oman and
Malaysia from 10 July 2017 till 25 June 2018. Most of
the interviews were conducted face-to-face using an
audio thumb recorder which took around 25 to 40
minutes for each interview. On the other hand, some
interviewees preferred to answer the questions by
writing, so the researcher sent to them the interview
question via email.
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Table 1 Details of the Respondents

HSSA SSB Internal Shart’ah

reviewer

Central Bank 2

Bank Nizwa

Bank Alizz

Bank Meethaq

Sohar Islamic

Bank Al-Yusr

P |lw|lkr|lw|[d]| -
Rl |Rr|Rr |~ |~

Al-Hilal
Islamic

Bank Maisara 2 1

Bank Al-Muzn 2 1

In order to meet the objectives of study, the researchers
have examined and analyzed the interview transcripts.
The primary aim of the research is to evaluate and
analyze the Shariah governance framework of Oman.
The table below shows the link between interview
questions and the objectives of the study as an
introduction for the interview findings, which are
presented in the following sections.

Table 2: The Linkage between the Questions and
Research Objectives

Questions Linked to Objectives Questions

QL-Q4

1. To investigate the practice of Shari’ah
governance framework of Islamic banking in
Oman

2. To examine the real features and
strengths of the Shari’ah governance
framework for Islamic banking in Oman.

Q5-Q8

3. To identify problems and weaknesses
faced by SSB and internal Shari’ah reviewers
under Shari’ah governance framework of
Oman.

Q9-Q11

4. To verify the extent of independence,
competency and disclosure practiced by
Shari’ah board members in Omani Islamic
banks.

Q12-Q22

5. Analysis of Interview Questions

5.1 Analysis of the practice of Sharr’ah governance
framework Q (1-4)

This section demonstrates the analysis of the
respondents’ responses on the practice of Shari’ah
governance framework in Oman. It is interesting to
note that all the interviewees are unanimous that

Shart’ah governance framework of Oman is one of the
best frameworks in the Islamic banking industry. The
regulators got experience and benefits from various
countries such as Malaysia, Pakistan and the Middle
East. Due to the late issuance of their framework, Oman
has the chance to learn from the mistakes of other
countries. Some respondents assert that the Shari’ah
governance framework of Oman without any doubt
needs more improvement. It is interesting to mention
that one member of the HSSA said that AAOIFI has
declared that the Shari’ah governance framework of
Oman is a good model in the aspect of Shari’ah
governance and work ethics for all Islamic banks
worldwide. A question was asked to the Grand Mufti of
Oman about his opinion on Shari’ah governance and he
answered “I encourage having Shari’ah governance in
the Islamic banks provided that they are committed to
Shart’ah principles. Moreover, | encourage having
Shart’ah governance in all transactions by the people
with the condition of Shari’ah compliance.”

In terms of Shari’ah processes to assure
Shart’ah compliance in the Islamic bank, most of the
respondents have mentioned that the Islamic banks in
Oman have the SSB and Shari’ah department. Shari’ah
department has two units which are Shari’ah
compliance unit and Shari’ah audit. Shari’ah
compliance unit is concerned with ensuring compliance
with Shari’ah before launching the product, while
Shart’ah audit unit inspects and audits transactions
after their execution. Some of the interviewees have
added that all Islamic banks in Oman have an external
Shart’ah audit which gives more confidence in the
Islamic banks in the hearts of the public in terms of
Shart’ah compliance. Moreover, the IBRF set rules in
case the Islamic bank does not follow the decisions
issued by the SSB.

Regarding the Shari’ah board, majority of the
respondents, 88%, have explained that the SSB roles
include issuing fatwa, reviewing contracts and policies,
issuing Shari’ah reports, and serving in advisory
capacity to the banks. Only one SSB member has added
that the role of SSB should include more roles such as
educating and training the staff of the banks, training
the members of the BOD, and creating awareness
among the public and answering their questions
regarding Islamic banks. Moreover, one member of the
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SSB has mentioned that the SSB members should
follow up the transactions after the implementation in
all branches of the bank by visiting them through
Shar?’ah auditors.

In terms of having centralized SSB in the CBO,
80% of the interviewees have stated that the HSSA
gives a great support and benefit to the Islamic bank
and finance industry in terms of supervision,
organization and harmony with the Shari’ah scholars’
views. Moreover, they have not found any interference
between the HSSA and the SSB because all of them
know their responsibilities and duties to each other.
Some Shari’ah scholars have highlighted that the
centralized HSSA is helpful in controlling and limiting
the executions given to the bank by some of the SSB.
They add that Oman has different madhahib (Islamic
schools of law), such as ‘ibadi, sunni and shi’i.
Therefore, having a centralized HSSA in the CBO will
help to harmonize and centralize the points of view
faster and smarter. Also, it will give more confidence
to the public. However, some respondents, 12%, have
admitted that the centralized HSSA is only a repeat of
the SSB and having a centralized HSSA in the CBO
will restrict and limit the work of the SSBs. This
centralized HSSA will slow the process in issuing a
new product. Moreover, having a centralized HSSA
can Kill the creativity of the SSB by placing more
restrictions (they have said: why do we need a repeat of
the SSB?). A member of the HSSA has added that full
independence is given to the SSBs in expressing their
views and opinions. And he has added that we only
require some clarifications and modifications on their
opinions, and that, sometimes, the SSB convinced the
HSSA about their opinion. So, we do not intervene with
the work of the SSB.

This finding indicates that, first, Oman has one
of the best Shari’ah governance frameworks in the
industry. One reason for this is the lateness to launch
Islamic banking by Oman, enabling it to get experience
from many countries that have been in the system
earlier. However, this framework without any doubt
needs more improvement. Second, Shari’ah Scholars
understand their functions very well. However, most of
them are concerned with the roles of supervision,
advice and issuing fatwa, while the SSB members, as
the key players in Shari’ah governance, are required to

give more attention to increase the awareness and
culture of Islamic banking among all staff and the
public. This is very important because the information
available to many people in Oman about Islamic
banking is still little. In terms of having a centralized
HSSA in the CBO, the finding is that the existence of
the HSSA in the CBO is healthy for the industry to
supervise and harmonize the various views of Shari’ah
scholars. According to some SSB members, the HSSA
as a regulatory body should give Shari’ah scholars
more room for independence. Moreover, the HSSA
needs to be faster in their decisions such as approval of
new products.

5.2 Analysis of the Features and Strengths of
Shart’ah Governance Framework Q (5-8)

This section identifies four questions pertaining to
features and strengths of Shari’ah governance
framework of Oman. The first question attempts to
demonstrate the most significant features of Omani
Shart’ah governance framework. The second question
explores the state of communication between SSB and
other organs of governance. The third question shows
the satisfaction of the SSB with the Shari’ah
department in the bank. The fourth question examines
the strength of the internal policy of the bank to ensure
effective implementation of Shari’ah governance.

With regard to features and strengths of
Shart’ah governance framework of Oman, most of the
interviewees, 88%, have mentioned that Shari’ah
governance framework of Oman has some unique
features which are not found in other Shari’ah
governance frameworks, such as having a centralized
HSSA, segregation of responsibilities of all the key
functions, clear determination of the responsibilities,
easy communication between the HSSA and the SSB,
having external Shari’ah audit, keeping up with the
changing financial services industry, and publishing a
paper annually by the internal Shari’ah reviewer.
Moreover, some respondents, 12%, have explained that
one of the main features of the Shari’ah governance
framework of Oman is close monitoring of the Islamic
banks by the CBO itself to ensure Shari’ah compliance
in all transactions. The CBO performs this mission by
sending their staff to the management of the Islamic
banks regularly in order to ensure Shari’ah compliance.
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The CBO was asked the same question and it replied
“One of the unique features of the Islamic banking
Regulatory Framework issued by the Central Bank of
Oman is creating a true Shari’ah compliance
perception of Islamic banking and providing a structure
and system to govern all the business activities of the
Islamic banking institutions in Oman in order to ensure
Shari’ah compliance at all times and at all levels.
Moreover, this system will enable Islamic banks to be
perceived as Shari’ah compliant by the stakeholders,
including the general public. And this could be the
hallmark of Shari’ah governance framework mandated
in the regulatory framework.”

In terms of communication between the SSB
and other organs of governance, most of the
respondents, 88%, have admitted that the SSBs have
great communication with other organs such as the
BOD, management, external Shari’ah department and
Shart’ah department. For example, one of the SSBs has
mentioned that they have meetings with the BOD two
times a year and regular meetings with the
management, as well as the external Shari’ah auditor.
However, some interviewees, 12%, have indicated that
the communication between the SSB and other organs
of governance is very weak. They have explained that
they have good communication only with the Shari’ah
department, while they only have one meeting with the
BOD which is not sufficient and may create a gap
between decision makers and the SSB.

Regarding the satisfaction of the SSB members
with the Shari’ah secretariat in the bank, most of the
interviewees, 96%, have highlighted that the CBO has
put in place excellent requirements in appointing
Shari’ah staff and they have agreed about the
performance of the Shari’ah department. The only
point the respondents have observed is lack of Omani
staff in the bank due to the late launching of Islamic
banks in Oman. On the other hand, only one Shari’ah
scholar, 4%, has mentioned that their Shari’ah
secretariats are not qualified enough in terms of
experience and understanding their job.

The interviewees were asked whether the SSB
carries out Shari’ah review according to the law to
assure Shari’ah compliance in the institution. The study
reveals that the respondents unanimously, 100%, have
agreed that the CBO has placed great regulations and

mechanisms in terms of allowing the SSB members to
ensure Shari’ah compliance in the bank. Moreover,
some respondents have added that this function has
been stipulated in the contract from the very beginning.
Some interviewees have highlighted that, sometimes,
this function is difficult to perform in all transactions of
the bank. They have explained that it is hard for the
SSB members to move from one branch to the other to
ensure Shari’ah compliance due to lack of incentives as
well as time.

The findings indicate that the CBO has a solid
Shari’ah governance framework in place, and it has
many features and advantages which make it one of the
best frameworks around the world. Most of the
interviewees have given many examples of these
features and strengths, such as segregation of
responsibilities of all the key functions, which is
difficult to find in other Shari’ah governance
frameworks. From the interviews, it is discovered that
the SSB communicates effectively with other organs,
such as the BOD and executive management. However,
this communication needs to be improved in a few
Islamic banks in terms of the number of meetings and
their effectiveness. Some Shari’ah scholars have
suggested that at least one member of the SSB should
attend the meeting of the BOD regularly to bridge the
gap between the BOD and the SSB. Most of the SSB
members are satisfied with the Shari’ah staff in the
banks and they have good experience in their job.
However, in some Islamic banks, the Shari’ah
secretariats need to enhance their experience and the
quality of their job. It should be proposed by the
management of the Islamic banks to be more focused
on the qualification and real experience of the Shari’ah
secretariat. The mechanism and strategy put in place in
the Islamic banks to ensure Shari’ah compliance by the
SSB is good enough. By this law, the SSB is able to
ensure Shari’ah compliance in the bank. To enhance
this mechanism, this study proposes that Islamic banks
should send their Shari’ah officers regularly to all
branches to guarantee compliance with Shari’ah in all
transactions.

5.3 Analysis of the Problems and Weaknesses of
Shar’ah Governance Framework Q (9-11)
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Three questions were posed to the respondents in this
section. The researchers have created these questions in
order to investigate the interviewees’ opinions on
Shari’ah governance matters, the AAOIFI governance
standards and the effect of weak Shari’ah governance
on the operation of Islamic banks in Oman.

With regards to the main issue currently faced in
relation to Shari’ah governance in Oman, some
respondents, 48%, have mentioned that they have not
observed any issues in the current Shari’ah governance
framework of Oman. However, some interviewees,
20%, have highlighted some main issues namely, lack
of experience, prevention of tawarrug, lack of Islamic
finance research, lack of human resources especially
among Omanis, inadequate experts in the CBO in
Islamic finance, the low position of internal Shari’ah
reviewer and lack of experience of external Shari’ah
auditors. Some respondents, 12%, have explained that
many officials of Islamic banks do not have enough
knowledge about Islamic finance, and they think the
only difference between Islamic banking and
conventional banking is just the name. The reason
behind this, according to the respondents, is that many
staff of Islamic banks come from conventional banks
without studying any intensive course in the field of
Islamic banking. Moreover, some interviewees, 20%,
have highlighted that external Shari’ah auditors come
from conventional auditing and they do not have
enough experience in Islamic finance. Even though the
IBRF has stated good requirements for appointing an
external Shari’ah auditor, the problem still occurs. This
problem creates conflicts in the operation between
internal Shari’ah auditors in the bank and external
Shari’ah auditors. Some respondents have admitted
that the CBO lacks experience and very few researches
have been conducted on Islamic finance in Oman by the
CBO. The CBO as the regulator of Islamic finance in
the country should have experts in the field and embark
on research in order to boost the level of the industry in
Oman. Many interviewees have mentioned that there is
not enough human power to work in the Islamic banks,
especially among the Omanis. Although Islamic banks
are encouraged by the CBO to appoint Omani staff to
enhance their experience in Islamic finance, there is
still a lack in the number of Omani staff in all Islamic
banks. It is interesting to note that most of the internal

Shart’ah reviewers have highlighted that the position of
internal Shari’ah reviewer as the head of Shari’ah
department is lower than the head of other departments
such as internal auditor. This matter may weaken the
level of Shari’ah governance in Islamic banking. An
internal Shari’ah reviewer has no power to prevent
Shari’ah non-compliance because of his position which
has no privilege to force other departments to comply
with Shari’ah as stated by the SSB. Moreover, some of
the respondents have shown concerns that the IBRF has
stated that the management in consultation with the
SSB has the right to dismiss or terminate the
appointment of an internal Shari’ah reviewer. This may
lead to abuse of power if the management dismisses the
internal Shari’ah reviewer without any convincing
reason. In order to prevent this, the respondents have
suggested that the management should obtain the
approval of the CBO before starting the process of
dismissing an internal Shari’ah reviewer. This may
enhance the position of internal Shari’ah reviewer as
one of the key players of the Shari’ah governance of
the bank.

In terms of the AAOIFI governance standards,
the interviewees were asked whether they have
believed the adoption of the AAOIFI governance
standards may resolve issues of Shari’ah governance.
Most of the respondents, 84%, have stated that AAOIFI
governance standards are very stringently applied.
Moreover, AAOIFI has specialists from different
countries which is very helpful to place the Oman
Islamic banking on a firm foundation. On the other
hand, some respondents, 16%, have believed that
AAOIFI governance standards will not resolve the
problems of governance in Oman. They have explained
further that the Shari’ah governance framework of
Oman has avoided many disadvantages of many
countries around the world; and Oman has its own
environment which combines the three madhabs (Ibadi,
Sunni and Shi’i). Moreover, AAOIFT itself has declared
that Shari’ah governance of Oman is a good model and
example for many countries. Furthermore, AAOIFI has
adopted some ideas from Oman in some issues.

With regards to the impact of poor Shari’ah
governance practice on Islamic banks, majority of
respondents, 92%, have mentioned the importance of a
solid Shari’ah governance in the Islamic bank, and the
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adverse effects that poor Shari’ah governance may
have on the operation and Shari’ah compliance of the
Islamic bank. However, two interviewees, 8%, have
said that some serious issues occurred because of the
weak Shari’ah governance practiced by their Islamic
banks. Moreover, they have mentioned some examples
of these practices, such as lack of experience of
Shari’ah staff in the bank and lack of experts in the
CBO. Furthermore, one Shari’ah scholar has added
another issue where there were undue influences on the
SSB in making decisions and fatwa.

With regards to the main challenges of Shari’ah
governance framework in Oman, the respondents have
drawn attention to a few matters of concern. The study
summarizes these issues into two main sections which
are: regulators’ issues; and practitioners’ issues. The
regulators’ issues include lack of experience of
Shart’ah staff in the CBO, lack of research in the field
of Islamic banking and finance in Oman, and external
Shari’ah The
practitioners’ problems include lack of Omani staff in
the bank, lack of human resources and lack of
experience on the part of the Shari’ah staff.

auditor’s lack of experience.

In order to solve these issues, the study suggests
that the regulators need to focus more on enhancing the
training of the staff of Shari’ah department in the CBO
for improved efficiency. This can be done by sending
their staff for training in the more developed countries
in Islamic finance such as Malaysia and Bahrain. To
improve the research in the field of Islamic banking and
finance in Oman, the CBO is encouraged to create a
department of research in the CBO itself. Furthermore,
the CBO may issue a journal and organize conferences
focusing on Islamic banking in Oman and its challenges
to encourage and attract researchers around the world
to participate and help the development in this area.
With regards to the external Shari’ah auditor, the
regulators are required to review the requirements of
appointing external Shari’ah auditors, which is very
crucial. The requirements should include adequate
experience in auditing and Shari’ah (figh muamalat).

On practitioners’ issues, Islamic banks are
required to train their staff properly on Shari’ah issues
because many of them came from conventional banks
without having any qualifications or
knowledge on Shari’ah matters. Moreover, Shari’ah

intensive

staff have a duty to ensure Shari’ah compliance in the
bank; therefore, they should have more training in the
field of Islamic banking and Shari’ah as well. Islamic
banks are also encouraged to appoint more Omani staff
as required by the IBRF. Islamic banks in Oman have
to reconsider the position of the internal Shari’ah
reviewer, who is the safeguard of Shari’ah compliance
in the bank. Furthermore, he is representing the SSB in
the bank. AAOIFI (GS, 3, 910) states that “the status of
internal Shari’ah reviewer shall not be lower than that
of the internal audit department or internal control
department”. According to Mihajat (2018), for some
Islamic banks in Oman, the internal Shari’ah reviewer
cannot impose Shari’ah decisions on the respective
departments in the case of Shari’ah non-compliance
occurring in the transactions and activities of Islamic
banks.

Therefore, Islamic banks in Oman should
elevate the position of internal Shari’ah reviewer in the
bank to be at the same level with other departments
such as audit department. This will cause other staff to
respect his instructions and decisions which are coming
from the SSB.

AAOQIFI governance standards are set by many
experts and scholars around the world. Oman may get
benefits from these standards and may solve issues
regarding governance. This study proposes that the
regulators may get benefits from AAOIFI governance
standards in terms of the requirements of the external
Shart’ah auditor and the independence of internal
Shart’ah reviewer. At the same time, Oman has got a
great Shari’ah governance framework which has
obtained advantages from many countries around the
world. Therefore, AAOIFI itself may get some
advantages from Omani Shari’ah governance
framework in terms of the requirements and duties of
other functions such as Shari’ah audit and Shari’ah
compliance.

Poor Shari’ah governance has a major effect on
the Islamic banks in general. According to the
respondents, some Islamic banks in Oman have some
weaknesses in implementing the Shari’ah governance
framework. Therefore, the regulators are required to
pay more attention to Islamic banks which are not
implementing the Shari’ah governance framework
very well. Some of these weaknesses also relate to the
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appointment of staff of the Shari’ah department and
their experience.

5.4 Analysis of Main Issues of Shari’ah Governance
Framework

5.4.1 Competency Q (12-15)

The respondents were asked four questions in this
section. The study has generated these questions in
order to examine the competency of the Shari’ah
governance framework of Oman. The areas of focus
include requirements, training, assessment and
qualification of SSBs in Islamic banks in Oman.

In terms of the competency requirements of the
SSB, most of the interviewees, 92%, have agreed that
the CBO has set strong requirements for the
appointment of the SSB members. Some of the
respondents have added that these requirements are
crucial for the SSB members as a safeguard of Shari’ah
compliance in the bank and to perform their
responsibilities properly. However, one of the SSB
members, 4%, has mentioned that it is good but the
CBO must be more flexible with Omani Shari’ah
scholars due to lack of experience in the field of Islamic
banking. Some other respondents have commented that
Omani members of the SSB need more experience in
Islamic banking and finance to keep up with their
colleagues in the board. The Grand Mufti of Oman has
commented on a question pertaining to the competency
of the SSBs and he responded: “I do not know all the
people who are working in the SSBs, but they should
know themselves better. If they do not have the
competency and ability to bear the responsibilities, they
should not accept the position.”

In terms of training of the SSB members, 60%
of respondents have admitted that their banks have
provided adequate training in different fields, such as
economy, finance and Basel Ill. Basel III is “an
internationally agreed set of measures developed by the
Basel Committee on Banking Supervision in response
to the financial crisis of 2007-09” (Basel III, 2017).
Moreover, one of the SSB members commented that
Oman is the first country in the world to impose on SSB
members to do some courses yearly. On the other hand,
some interviewees, 28%, have acknowledged that the
courses provided for the SSB members are not enough

and that there should be more, especially in the non-
Shart’ah aspects. Moreover, the CBO itself should
organize some courses yearly for Omani SSB members
to improve their skills in different aspects, such as
finance and economy:. It is interesting to note that some
SSB members, 12%, who had more than 20-years’
experience in the field of Islamic banking and finance
have highlighted that not all SSB members need to be
trained because some of them are already experts.
Therefore, training should be for the members who do
not have enough experience or have less than 10 years
in service.

This study finds that majority of the
respondents, 84%, have agreed that the SSB members
are evaluated by the BOD annually which is stated in
the IBRF. Moreover, they have added that this
assessment is sent to the CBO to give an overview of
the SSB’s performance. On the other hand, 8% of
interviewees have admitted that there is no real
assessment for the SSB members’ performance and
quality. The assessment focuses only on the attendance
and absence which is very basic. Due to the busy
workload of the BOD, the assessment, many times, was
done by the management, who has no right to evaluate
the SSB members. On the other hand, some
respondents, 8%, have admitted that the SSBs should
not be evaluated based on performance because they
have experience in their field; they have worked for
more than 20 years. It is worth to mention that a
member of HSSA revealed that many SSB members
have asked about matters which are not within the
scope of their job in monitoring the Shari’ah
compliance in the bank. Therefore, the SSBs should
focus more on the needs for improvement of the
Shari’ah compliance mechanism in the bank.

The interviewees have different views on the
issue of interdisciplinary members of SSB. Most of the
respondents, 60%, have agreed that the SSB should
have some members of non-Shari’ah background to
give better understanding on the issue under review.
This group of respondents have mentioned one
condition which is that these members without any
Shari’ah background must not have the right to vote in
the board. On the other hand, some respondents, 40%,
have admitted that SSB should consist of members with
Shari’ah background only, and that the board can call
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non-Shari’ah experts when necessary. They have
added that the Islamic banks have different departments
in order to give the SSB the whole picture of
deliberated issues. Moreover, they have stated that
members without voting rights should be called
consultants not the SSB members and these consultants
may perform their duties whenever necessary.

To sum up, focusing on the issues of
competency of the SSB has drawn attention to some
matters of concern. The first matter is the competency
requirements in Shari’ah governance framework of
Oman. The findings show that most interviewees have
agreed that the IBRF has excellent competency
requirements. However, some respondents have
proposed that the CBO should be more flexible in
appointing Omani members of the SSB due to their lack
of experience in the field of Islamic banking and
finance.

The second issue is the amount of training which
should be given to the SSB members. The respondents
have different views on this issue. Most of the Islamic
banks provide adequate training for the SSB members,
while some other banks do not even though it is a legal
requirement in the IBRF for the SSB members to be
trained. Therefore, all Islamic banks are required to
provide adequate training for the SSB members to help
them enhance their experience. Moreover, the CBO are
encouraged to provide, at least, one course annually,
especially, for Omani members to improve their
knowledge in the field of Islamic banking and finance.

Third is the issue of assessment of the SSB.
Most of respondents have stated that there was a basic
assessment of the SSB members done by the BOD.
However, this assessment in some banks is done by the
management which is not in compliance with Shari’ah
governance because the management has a lower level
than the SSB. Therefore, the study reveals that Islamic
banks are required to be more serious with regards to
the authorized body who has the right to assess the SSB
members to be safe from any avoidable problems.
Moreover, this study proposes that this assessment can
be done by the chairman of the SSB because he
recognizes the members properly.

Fourth is the issue of interdisciplinary members
of the SSB. Even though it is a legal requirement by the
IBRF, the respondents have different opinions on this

issue. The practice shows that some Islamic banks
appoint members of the SSB from Shari’ah
background only. However, most of the Islamic banks
have members from non -Shari’ah background in their
SSB. The reason behind this is that members from non
-Shariah background may help in giving a clearer
picture of the deliberated issue.

5.4.2 Independence Q (16-19)

The study identifies four questions pertaining to
independence of the SSBs. The first question attempts
to find out who has the power to appoint and dismiss
the SSB. The second question explores who determines
the Shari’ah board’s remuneration. The fourth question
investigates the SSB in terms of making
pronouncements, while the last question examines the
extent of Islamic banks' compliance with the SSB
decisions.

With regards to appointment and dismissal of
the SSB members, the respondents have two opinions.
One group, 40%, have admitted that the shareholders in
the AGM should be vested with the power to appoint
and dismiss the members of the SSB. The other group,
60%, is of the view that even though the IBRF states
that the appointment of the SSB shall be made by
shareholders in AGM, this power can be given to the
BOD on behalf of the shareholders, as done by some
Islamic banks. Some respondents have added that the
reason behind this is the tight schedule of shareholders.
Delegating the power to the BOD will enhance the
effectiveness and smooth running of the system.

On the determination of remuneration of the
SSB members, most of the respondents, 60%, have
acknowledged that this is a duty of the BOD. Moreover,
some interviewees have added that BOD took this
responsibility because they know the market rate and
they are closer to the daily business of the bank. On the
other hand, some interviewees, 40%, have admitted that
the shareholders determine the remuneration of the
SSB members in the AGM. The interviewees were also
asked a question regarding the extent of the impact of
remuneration on the independence of the SSB. The
respondents have stated that the SSB get remuneration
for the services rendered to the bank, which is
monitoring the Shari’ah compliance. They have added
that some sensitive professions, such as judiciary, get
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paid by the government although they are required to
be independent. Moreover, there is always a system to
protect the independence of SSB members to ensure
Shari’ah compliance all the time.

Concerning the independence of the SSB in
making pronouncements, most of the respondents,
96%, have agreed that the SSBs have full independence
in terms of making pronouncements. Some of them
have added that, sometimes, the SSB rejects some
transactions even though the bank wants to execute
them. Moreover, a member of the SSB has the right to
disagree with opinions of other members in the meeting
and his disagreement will be recorded. The CBO is
fully supportive, and it gives full rights to the SSB to
reject anything that may affect its independence. On the
other hand, one SSB member, 4%, has acknowledged
that the SSB has independence theoretically, but, in
practice, it has no independence. Sometimes, the BOD
intervenes in the work of the SSB indirectly through
other parties to approve some transactions, such as,
through the financial auditor. Unfortunately, the SSB
does not resist such interventions in those cases.

In terms of abidingness of pronouncements
made by the SSB on Islamic banks in daily transactions,
all the interviewees were unanimous that the decisions
and pronouncements made by the SSB are really
binding on the Islamic banks. This principle has been
mentioned in the IBFR under title 2 (9) “the fatwa and
rulings of the SSB shall be binding on the licensees.”
Moreover, some SSB members have added that the
CBO may penalize the Islamic banks or reject a product
in case of violation.

Based on the above, the findings of this study
denote that most of the Islamic banks in Oman follow
the guidelines issued by the CBO, which gives
shareholders the right to appoint, dismiss and determine
the remuneration of the SSB members. However, a few
Islamic banks give the right of appointing, dismissing
and determining the remuneration of the SSB members
to the BOD. The reasons given for this are that
shareholders are too busy, and that the BOD is closer to
the banks in daily businesses. It is worth mentioning at
this point that the CBO should consider the opinion of
the Islamic banks that practice this method.

Next, the SSB has full independence to make
pronouncements regardless of the impact on the Islamic

bank’s business. Moreover, members of the SSB have
the right to disagree with their colleagues in issuing
fatwa. Based on the interview, only one Islamic bank
puts some pressure on the SSB’s independence in
making decisions. This action affects the independence
of the SSB and constitutes a high risk to the whole
Shart’ah governance of this Islamic bank. Furthermore,
the SSB members are required to be more courageous
in resisting any pressure put on them by any party.
Similarly, the CBO is encouraged to be closer to the
SSB members and ask them about the problems they
may be facing or affecting their work. All interviewees
have agreed that all the pronouncements of the SSB are
really binding on Islamic banks in their daily
transactions, which indicate the high level of respect
given to the SSB by Islamic banks in Oman.

5.4.3 Disclosure Q (20-22)

The interviewees were asked three questions on issues
relating to disclosure. These questions were generated
by the study to investigate the disclosure level of the
Shart’ah governance framework of Oman and relevant
issues. The first question examines the access of the
SSB to all documents and records in the bank. The
second question finds out whether the confidential
nature of the job is mentioned in the letter of
appointment. The third question finds out whether the
SSB gets adequate information disclosed by the bank,
which helps them in making informed decisions.

In terms of the access to all documents, majority
of interviewees, 92%, have agreed that the SSB
members have full access to all necessary information
and documents which they may need at any time as
stated by the law in the IBRF. The respondents have
emphasized that the SSB has not found anything that
prevents it from getting access to any information.
However, some members of the SSB, 8%, have
mentioned that the SSB has access to only the
documents relevant to Shari’ah. These respondents
have mentioned that the SSB views the documents
through the Shari’ah department only. The SSB
members do not review the documents by themselves;
there is the tendency that this may cause mistakes
because vital decisions should not be made if the SSB
does not have the necessary information. Regarding the
confidentiality clause in the appointment letter, most of
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the respondents, 88%, have maintained that their
Islamic banks stated clearly the issue of confidentiality
in their appointment letters. They have added that this
issue is very significant in protecting the business of the
bank and avoiding the potential conflict of interest in
the future. However, two interviewees, 8%, from
different banks have acknowledged that the bank did
not mention anything on confidentiality in their letters
of appointment; while a member of the SSB, 4%, has
not remembered exactly what was written in his
appointment letter about confidentiality.

Regarding disclosure of adequate information to
the SSB by Islamic banks, most of the respondents,
92%, have admitted that the SSB obtains necessary and
important information which help it in making fatwas
or decisions. Furthermore, the SSB has the right to ask
about any documents it wants at any time. One of the
interviewees has added that Oman is one of the few
countries that disclose many things about the SSB, such
as their remuneration, position and background, which
many countries do not disclose. In contrast, two
interviewees, 8%, from different banks have
acknowledged that, sometimes, the SSB does not get
adequate information about issues under deliberation,
especially pertaining to non-Shari’ah aspects. This
information is very important in getting comprehensive
ideas about the issues discussed. Therefore, the SSB is
required to ask about any information felt to be
necessary to get a full picture of any transaction before
a verdict is made on it.

Based on the findings above, this study reveals
that the IBRF has set standard rules on confidentiality
by providing clear guidelines. This will assist the SSB
members to perform their job efficiently. Moreover,
most of the interviewees were satisfied that their
assignment was made confidential by their Islamic
banks; this will enhance their performance. On the
other hand, some of the SSB members are required to
be more courageous on any matters that may affect
confidentiality. The SSB members are encouraged to
review any necessary documents by themselves and not
to rely on the Shari’ah department only. Moreover, the
SSB  members should request for any missing
documents that may help in making their fatwa or
decision. In this respect, the IBRF has given the SSB
the right to inform the CBO of any issue that may affect

their confidentiality and performance of their duties.
The managements of some Islamic banks are required
to be more cooperative and not to hide any important
documents that may help the SSB to make their final
decision. Moreover, the management should facilitate
the process for the SSB and Shari’ah Department as
well, when they request for any documents or
information relevant to any issues under deliberation.
Cooperation of the management will enhance the task
of the SSB as a safeguard of Shari’ah compliance in the
banks. As a result, it would boost the whole mechanism
of Shari’ah governance in the banks.

5.5 Analysis of Recommendations and Suggestions
Q (23-24)

With respect to issues observed by the interviewees,
some of the respondents have stated that there is no
serious issue and Shari’ah governance framework of
Oman is still in its initial stage. The regulators and
practitioners are doing well, but there are rooms for
improvement. However, most of the interviewees
(60%) have acknowledged that there are weaknesses
which include lack of human capital, especially, in the
Shart’ah Department, lack of experience of the external
Shart’ah auditor in terms of Shari’ah knowledge,
position of internal = Shari’ah  reviewer, the
independence of the SSB and the interpretation of the
HSSA decisions by non-specialists in the Islamic
banks.

The main problems of Shari’ah governance
given by the respondents can be summarized into two
types which are lack of experience and problems
relating to practices. To solve these problems, all
Islamic banks and regulators are required to sit together
and find practical solutions to the previous issues. At
the same time, the SSB should discuss its concerns
about its work with the BOD of the bank and the HSSA.
A question was posted to the CBO pertaining to its plan
to asses and evaluate the Shari’ah governance
framework. The CBO replied, “we do not feel an urgent
need to evaluate the Shari’ah governance framework
within the IBRF; hence there is no plan to refine,
redefine, evaluate, or amend it, in the near future.”
Based on the findings, the researchers think that the
regulators should evaluate the Shari’ah governance
framework within the IBRF. This evaluation may help
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to find problems and weaknesses faced by key players
of Shari’ah governance and try to solve them.

Regarding the suggestions on how to improve the
Shart’ah governance framework of Oman in relation to
disclosure, competency and independence, the
respondents have proposed some suggestions which
can be summarized as follows:

1- Regular meetings and direct communication must
be initiated among the SSB members themselves,
and between the SSB and the HSSA,;

2- Intensive training should be organized by the CBO
for the Omani members of the SSB in the field of
Islamic banking and finance;

3- Elevating the position of the internal Shari’ah
reviewer in the Islamic banks;

4-  The HSSA should consult the SSB before making
any pronouncement pertaining to the SSB matters;

5- Decisions made by the HSSA must not be
compulsorily binding on the SSB;

6- Creating an internal ethical governance in all
Islamic banks to enhance Islamic values in the
behaviours of employees;

7- Reducing the number of Islamic windows offering
Islamic finance in Oman;

8- Direct communication between the
Shari’ah reviewer and the HSSA,

internal

9- Spreading the culture of Islamic banks among all
shareholders;

10- Appointing an external Shari’ah auditor based on
specialization and experience in the field of
Islamic banking and finance;

11- Review of the Shari’ah governance framework
must be done by the CBO.

Observably, the interviewees have provided
valuable suggestions and recommendations on how to
improve the Shari’ah governance framework of Oman.
It can be seen that some suggestions are pertaining to
the regulators and the practitioners in the Islamic
banking industry. Even though some of these
suggestions are not relevant to Shari’ah governance
directly, they may benefit the respective parties to
improve the whole industry of Islamic banking and
finance in Oman.

6. Conclusion

Based on semi-structured interviews, the findings of
this study have demonstrated that there are some
important points pertaining to the Shari’ah governance
framework of Oman, which must be highlighted. The
regulators have put in place an excellent Shari’ah
governance framework and it is considered to be one of
the best frameworks in the Islamic banking industry.
Furthermore, the HSSA plays a great role in organizing
and harmonizing the Shari’ah
However, the HSSA as the regulatory body is required
to give more room for independence for the Shari’ah
scholars. The study reveals that the CBO has set great
rules on confidentiality, independence and disclosure
by providing clear guidelines.

scholars’ views.

The Shari’ah governance framework of Oman
needs some improvement in several issues. These
important issues need attention by regulators and
practitioners as well. One of these issues is that the
industry of Islamic banking and finance started in
Oman in the last few years; therefore, there is a need to
improve the knowledge of Islamic banking and finance
among the staff of the banks and the society as well.
This can be done by providing intensive training and
courses for the staff and awareness programmes for the
general public.

Moreover, the study has found some weaknesses in the
Shart’ah governance framework, such as lack of
experience of Shari’ah staff in the CBO, lack of
research in the field of Islamic banking and finance in
Oman and lack of experience of the external Shari’ah
auditor in Shari’ah knowledge. The Shari’ah reviewer
represents the eyes of the SSB and he is the head of the
Shari’ah department in the bank. Therefore, he should
enjoy a strong position to execute his job effectively.
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Appendix
SEMI-STRUCTURED INTERVIEW QUESTIONS

An interview about Sharz ‘ah governance framework of
Islamic banking in Oman.

# Process
(A) View (Practice)

1) What is your view on the Shari‘ah governance
framework of Oman?

2) What is the Sharz ‘ah process you have to ensure the
Sharz ‘ah compliance in the Islamic bank?

3) What are the roles of the Shar7 ‘ah board?

4) Do you prefer centralized SSB in the central bank or
no?

(B) Key functions (Features and weaknesses)

5) In your opinion, what are the main features and
strengths of Sharz ‘ah governance framework of Oman?

6) Do you think that the SSB communicates effectively
with other organs of governance, including the BOD,
management and auditors?

7) What is your view about the Shari‘ah Department
(Sharz‘ah Secretariat) in the bank you work with? Are
you satisfied?

8) Does the bank by-laws allow you to carry out a
Shari ‘ah review to ensure

that the bank’s operation is in accordance with
Sharz‘ah?

(C) General Issues (Problems)

9) What is the main issue you currently face in relation
to Sharz‘ah

governance in Oman?
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10) Do you think that the adoption of the AAOIFI
governance standards may

resolve issues of Sharz ‘ah governance?

11) Are you aware of any failure or serious impact on
the Islamic banks directly

or indirectly attributable to the poor Shari‘ah
governance practices?

# Main issues
(A) Competency

12) What is your view on the competency requirements
in Shari ‘ah governance framework of Oman?

13) Does the bank organize adequate training for the
SsB?

14) Is there any assessment or evaluation of the SSB?

15) What is your view on interdisciplinary members of
the SSB?

(B) Independence
16) Who has the power to appoint and dismiss the SSB?

17) Who determines the Shariah board’s
remuneration?

18) Do you think that the HSSA will affect the
independence of the SSBs?

19) Do you think the SSB has full independence in
terms of making pronouncement?

(C) Disclosure

20) Do you think that the Sharz ‘ah board has the access
to all documents, information,

records, etc.?

21) Is the provision of confidentiality clearly
mentioned in the terms of

reference in the letter of appointment?

22) Do you think that adequate information are
disclosed to the SSB by the Islamic banks in making an
informed decision?

# Recommendations

23) Have you observed any other issues pertaining to
Shari ‘ah governance framework of Oman?

24) Do you have any suggestions on how to improve
the Shari ‘ah governance framework of Oman in terms
of disclosure, competency and independence?
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