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Author’s Note

The evolution of Islamic Banking is firmly anchored in the timeless principles of Justice,
Equity, and Ethical Financial Conduct. This system is designed to ensure adherence to
Shari’a while promoting economic progress that is equitable, transparent, and inclusive.
With this purpose in mind, | have authored this booklet to offer a detailed and structured
overview of Islamic Banking Products and Services, each supported by authoritative
Shari’a references. This publication represents the culmination of extensive study,
rigorous research, and hands-on experience in the realm of Islamic finance, notably
through the establishment of Tagwa Credit Cooperative Society on October 4, 2015, in
Bhatkal, Karnataka, India—an institution that has thrived since its inception.

My aim is to provide a dependable resource for individuals, financial institutions, and
scholars committed to the effective application of Islamic Banking Principles. By
harmonizing financial practices with the ethical standards of Islamic jurisprudence, | am
convinced that we can establish a framework that addresses economic demands while
preserving the core values of trust, accountability, and social well-being. It is my earnest
hope that this booklet proves to be a meaningful contribution to those invested in the
growth and development of Islamic Banking.

May Allah accept this effort and render it a source of benefit for the Ummah. | warmly
welcome any feedback, including observations, corrections, or suggestions, as it is
invaluable to the on-going improvement of this work.

Please direct all correspondence to the author for consideration and enhancement.

Dr. Mohamed Sayeed Shingeri,
MBA, Ph.D.USA
Mobile: +91 99454 43388
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1. About Tagwa

Taqwa Credit Cooperative Society Ltd., (Tagwa) head Office is in Bhatkal, Karnataka, is a
pioneering financial institution committed to providing interest-free banking solutions
to its members. It is established to serve the local community; Tagwa has become a
trusted name in delivering transparent and cooperative financial services in the region.
The foundation of Tagwa’s Islamic Banking system is derived entirely from the book A
Practical Model of Islamic Banking (3rd Edition), authored by Dr. Mohammed Sayeed
Shingeri (MBA, Ph.D., USA). The 1st edition of this book was endorsed by Qazi Moulana
Mujahidul Islam Al Qasimi and features a foreword by Moulana Abul Hasan Ali Nadwi.

Vision:
“An interest free banking model for a better world.”
Mission:
Empowering Indian communities towards a prosperous future through our
banking and finance.
Values:
V = Visionary and transparent
A = Approachable and inclusive
L = Lawful and ethical
U = Unified for mutual benefit
E = Exceptional hospitality
Ethical Banking:
Ensures all transactions are free from interest (Riba) and align with Islamic
financial commercial principles.
Deposit Schemes:
(1) Savings Bank Account (2) Current Account
(3) Ghina Fixed Deposits (4) Fixed Deposits
(5) Tawfeer (Pigmy) Account (6) Recurring Deposits
(7) Wakala Deposits- (8) Mutual Fund
(9) Capital Gain Fund (10) Basic Income Account

(11) Gold Savings Account (12) Zakat Fund.




Finance Schemes:

(1) Auto Finance (2) Gold Purchase Finance

(3) Safe Keeping Certificate- (4) Lease Finance

(5) Hire Finance (6) Commodity Finance

(7) Project Finance (8) Property Finance

(9) Call Finance (10) Temporary Finance (Overdraft)
(11) Gold Finance (12) Sukuk- Islamic Bonds.

Banking Technologies:

(1) BankSoft CBS Islamic Banking — HO & Branch Module setup-

(2) NEFT/RTGS - Host to Host connectivity

(3) Instant receipt of payments

(4) Mobile Banking App both (Android +iOS)

(5) Pygmy Collection (Instant Credit)

(6) SMS Service

(7) Data Migration (Case by Case)

(8) Training and Implementation at centralised location (Case by Case).

Governance:

'Tagwa’' Credit Cooperative Society Ltd, is managed by a team of dedicated
professionals and visionaries committed to ethical and effective governance, ensuring
the organization’s operations remain aligned with its core values. Tagwa stands as a
beacon of trust and mutual support, empowering individuals and businesses.

2. Shari’a Compliant Products and Services

We provide a comprehensive Islamic Banking Model to clients worldwide, leveraging
cutting-edge technologies, including our proprietary BankSoft Core Banking Software
(CBS), exclusively available to license holders. Below is an overview of our Sharia-
compliant deposit and finance account operational products, subject to Sharia approval:

1. Deposit Accounts Operational

. Share Capital Account

. Savings Bank Account

. Current account

. Tawfeer Account (pigmy)

. Ghina Fixed Deposit Account

. Wakala Fixed Deposit Account
. Tagwa Mutual Fund

. Noor Basic Income Account
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2. Finance Accounts Operational
Gold Finance

Safe Keeping Certificate
Automobile Finance
Commodity Finance
Wakala Finance
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The details of these products and services are given below:

3. Operational Liability Products

3.1 Share Capital Account:
As per standard practice of the society, Tagwa requires share capital from their
members, applicants must fill out a prescribed application form. The liability of such
shareholders is limited to the paid-up portion of their shares.

Due to current company law provisions, Tagwa cannot adopt an unlimited liability
structure. To address this, certain Shari’a scholars have permitted financial
institutions to operate under limited liability, provided strict restrictions are
imposed on the Board of Directors. These restrictions mandate that all institutional
operations must remain within the paid-up share capital. Should the Board exceed
these restrictions, they will bear full responsibility for any additional liabilities
incurred.

The Shari’a principle governing Tagwa's share capital is based on Musharaka
(partnership). Tagwa CCS Ltd has classified its members into three categories:

1. Nominal Shareholders:
e Members holding a share of Tagwa, valued at Rs. 100 to 2000.

2. Regular Shareholders:

e Members holding shares valued between Rs. 2,000 and Rs. 25,000.
o These shareholders are eligible to receive dividends as declared by Tagwa
but do not have voting rights.




3. Active Shareholders:

e Members holding shares valued at Rs. 25,000 or more.
¢ These shareholders are entitled to voting rights and dividends, as declared
by Taqwa.

Shari’a References:

This product operates on Musharaka is a fundamental principle in Islamic finance
that refers to a partnership or joint venture in which all partners share the profits
and losses proportionately based on their equity contribution. It is derived from the
Arabic word “Shirakah" meaning partnership. Here's a detailed explanation with
references to Islamic principles and sources:

1. Qur’anic References:

e  "But those who before them, had homes (in Medina) and had adopted the faith,
show their affection to such as came to them for refuge, and entertain no desire in
their hearts for things given to the (latter), but give them preference over
themselves, even though poverty was their (own lot). And those saved from the
covetousness of their own souls, they are the ones that achieve prosperity." (Quran
59:9)

This verse reflects the spirit of cooperation and mutual benefit in Musharaka.

e "And cooperate in righteousness and piety, but do not cooperate in sin and
aggression." (Quran 5:2)

This supports the ethical framework of partnerships in Islamic finance.

2. Hadith:
The Prophet Muhammad (peace be upon him) said: “Allah says: | am the third partner of
the two partners as long as they do not cheat each other. If anyone of them cheats the
other, | withdraw myself from them." (Abu Dawood, 3383).

This Hadith emphasizes trust and transparency, key tenets of Musharaka.

3. Islamic Jurisprudence (Figh):

e Islamic scholars such as Imam Malik, Imam Abu Hanifa, Imam Shafi’i, and Imam
Ahmad have extensively discussed and endorsed Musharaka contracts in their
works.

e The concept is categorized under Shirkah al-Amwal (partnership of assets) and
Shirkah al-A‘mal (partnership of services).

4. Application in Modern Islamic Finance:

e Musharaka is commonly used to finance Large-Scale Projects, where multiple

parties contribute capital and share risks.




5.

e Islamic Banks use Musharaka contracts to fund business ventures with shared
profits instead of charging interest.

e Musharaka contracts are often used in Property Investment, where the bank and
the client jointly own a property and share its rental income or sale proceeds.

Modern Shari’a References and Standards:
e The Accounting and Auditing Organization for Islamic Financial Institutions
(AAOIFI) provides detailed guidelines on structuring Musharaka contracts.
e Books on Islamic Finance:

= /slamic Banking and Finance: Principles and Practice by Mohammad
Nejatullah Siddigi.
=  An Introduction to Islamic Finance by Mufti Muhammad Taqi Usmani.

3.2 Savings Bank Account:

Taqwa offers a Savings Bank Account scheme tailored to serve the general public
while strictly adhering to Shari'a principles, specifically the Mudaraba model.

Key Features:

1.
2.
3.

~N

Minimum Deposit: X1,000 is required to open an account.

Flexibility: Deposits and withdrawals can be made at any time.

Profit Distribution: Deposited funds are invested in Shari'a-compliant financing.
Depositors are eligible to earn an expected profit rate of 0% to 4%, with profits

shared in a 90:10 ratio between Mudarib (Taqwa) and Rab-ul-Mal (depositors).

To qualify for profit sharing, account holders must maintain a minimum average
monthly balance of X5,000.

Accessibility: Seamless deposits and withdrawals anytime.

. Documentation: Issuance of passbook and cheque book for account

management.
Digital Services: Access to online and mobile banking for convenience.

. Alerts: Instant SMS notifications for all transactions.

Statements: Account statements available on request.

Shari’a References:

This product operates on Mudaraba, a fundamental principle in Islamic finance that
refers to a partnership form of a contract. Mudaraba, also known as "profit-
sharing," is a widely recognized Shari‘a-compliant financial arrangement in Islamic
finance. Below are some key Shari'a references and guidelines that establish the
basis for Mudaraba:

1. Qur'anic References:




"...Allah has permitted trade and forbidden interest (Riba)..." (Surah:2 Al-Baqarah:275)
While not directly mentioning Mudaraba, this verse emphasizes the permissibility of
Shari'a-compliant trade-based arrangements.

"O you who believe, do not consume one another’s wealth unjustly but only [in
lawful] business by mutual consent.” (Surah:4 An-Nisa:29)

Mudaraba aligns with the principles of lawful business with mutual consent.

2. Hadith:

With reference to Ibn Majah and Sunan Abu Dawood, the companions of the Holy
Prophet (pbuh) were engaged in profit-sharing partnerships, where one party
provided capital and the other worked as a manager.

Historical accounts suggest that Khadijah (RA), the Prophet's first wife, used
Mudaraba in her trading activities, hiring agents to trade on her behalf.

3. Islamic Jurisprudence (Figh):

The concept of Mudaraba is detailed in the works of classical jurists like Imam Abu
Hanifa, Imam Malik, Imam Shafi'i, and Imam Ahmad ibn Hanbal.

Mudaraba is recognized as a valid contract where one party provides the capital
(Rab-ul-Mal), and the other party (Mudarib) offers expertise and management.
Profits are shared based on pre-agreed ratios.

Losses are borne solely by the Rab-ul-Mal unless caused by negligence or misconduct
by the Mudarib.

4. Modern Shari'a References and Standards:

Shari'a Standards of Accounting and Auditing Organization for Islamic Financial
Institutions (AAOIFI) outline comprehensive guidelines for Mudaraba, including roles,
responsibilities, and conditions for both Rabb-ul-Mal and Mudarib.

The Islamic Figh Academy has issued rulings and resolutions endorsing the
permissibility of Mudaraba under proper Shari'a supervision.

3.3 Current Account:

Tagwa offers a current account scheme designed to benefit their customers. To
open a Current Account with Tagwa, customers are required to deposit a minimum
amount of X3,000/-. The account allows customers to deposit or withdraw funds at
their convenience.

Key Features:
1.

2. Online Banking Services: NEFT and RTGS facilities are available for seamless

Cheque Book Facility: A cheque book is issued for ease of transactions.

online transfers.
Mobile Banking: Access your account on the go with our mobile banking app.




4. Digital Banking on Request: Enjoy advanced digital banking features upon
request.

5. Instant SMS Alerts: Receive real-time SMS notifications for every deposit or
withdrawal.

6. Account Statements: Obtain account statements monthly, quarterly, or as
required.

This scheme is designed in accordance with the Shari'a principle of Dain (Debt),
ensuring compliance with Islamic finance principles.

Shari’a References:

The concept of Dain (Debt) in Islamic finance is deeply rooted in the Qur'an,

Sunnah, and Islamic jurisprudence. Below are key Shari'a references that address
the rules and principles surrounding Dain:

1. Qur'anic References:

e "O you who have believed, when you contract a debt (Dain) for a specified term,
write it down..." (Surah- 2, Al-Bagarah:282).
This verse emphasizes the importance of documenting debts, outlining the
foundational principles of transparency and accountability in debt contracts.

e "Oyou who have believed, fulfil [all] contracts..." (Surah- 5 Al-Ma'idah:1).
This verse establishes the obligation to honour agreements, including debt contracts,
within the framework of Shari'a.

2. Hadith:

e The Prophet Muhammad (peace be upon him) said: “The delay in repayment by a rich
person is injustice.” (Sahih Bukhari and Sahih Muslim)
This Hadith underscores the moral obligation to repay debts promptly

e Another narration from the Prophet (peace be upon him) states: “Whoever takes
people’s money (as a debt) intending to repay it, Allah will enable him to repay; and
whoever takes it intending to spoil it, Allah will spoil him.” This highlights the
importance of intention and integrity in debt transactions.

3. Islamic Jurisprudence:

e Definition in Figh: Dain refers to an obligation or liability arising from a contractual
agreement, such as borrowing money or owing a deferred payment.

e  Conditions for Validity: The debt must arise from a lawful contract. The terms,
including the amount and repayment period, must be clear. Charging interest (Riba)
on debts is strictly prohibited in Shari'a.

e Permissibility and Enforcement: Islamic jurists from all schools of thought agree on
the permissibility of debt under certain conditions, provided it adheres to Islamic
principles of fairness, transparency, and justice.




4. Modern Shari'a References and Standards:

e The Accounting and Auditing Organization for Islamic Financial Institutions (AAOIFI)
provides detailed standards on how debts must be structured in compliance with
Shari'a.

e Resolutions from Islamic Figh Academy address contemporary debt-related practices,
ensuring they conform to Shari'a, including the prohibition of excessive risk or
uncertainty (Gharar) in debt contracts.

3.4 Tawfeer (Pigmy) Account:
Taqwa introduces the Tawfeer Account, a savings scheme tailored to support
individuals, particularly traders, who may find it challenging to visit the bank
regularly. This account encourages disciplined savings with flexibility and
convenience.

Key Features:
1. Agent Assistance: A designated agent collects deposits from clients and credits

them to their Tawfeer Account.
2. Deposit Flexibility: Customers can choose to make deposits daily, weekly, or
monthly, based on their preferences and financial capacity.
3. Withdrawal Terms:
e Deposits are withdrawable after six months.
e Early withdrawals (before six months) incur a 3% commission fee as a
service charge for the Tawfeer agent.

This scheme is structured in accordance with the Shari'a principle of Dain (Debt),
ensuring ethical and compliant financial practices.

Shari’a References:

The concept of Dain (Debt) in Islamic finance is deeply rooted in the Qur'an,
Sunnah, and Islamic jurisprudence. Refer to the Current Account section as Shari’a
references are explained there.

3.5 Ghina Fixed Deposit Account:
The Ghina Fixed Deposit Account by Taqwa is a Shari‘a-compliant savings scheme
designed to provide depositors with ethical investment opportunities and
attractive incentives.

Key Features:
1.  Minimum deposit: 10,000.




No upper limit on the number of deposits or total amount.

Term: One year.

Deposits are invested in Shari‘a-compliant financing schemes.

At the end of the term, profits are distributed at 30% of the total profit is

shared with depositors and 70% is retained by Tagwa for the benefit of its

shareholders.

6. Maturity and Withdrawal: At the end of the one-year term, depositors may
choose to renew the deposit or withdraw the principal amount with profit.

7. Early Withdrawal: Depositors can withdraw funds before the completion of
the term but they will receive the principal amount and profit accrued up to
the last completed month, credited to their savings account.

8. Raffle Participation: Participation in the raffle draw requires completion of

the one-year term. If an account holder withdraws funds early after

participating in the raffle, the account holder will not be entitled to enter in to
the raffle draw.

IS

Additional Features
1. Raffle Rewards:
e To promote the transition of funds from interest-based systems to Shari'a-
compliant banking, Tagwa offers a raffle system as a marketing strategy.
e Extravagant monthly and annual prizes are awarded to lucky account
holders.

2. Profit Utilization:

The 70% of the annual profit retained by Tagwa is utilized for marketing activities,
which directly benefit Ghina Fixed Deposit holders by attracting more customers
and strengthening the scheme.

This scheme highlights Tagwa’s commitment to ethical financial practices, providing
depositors with profit-sharing opportunities while fostering community welfare
through innovative rewards and incentives.

Shari’a References:

The Account operates on Shari’a principle “Mudaraba”. Refer to the Savings Bank
Account for Shari’a reference as explained there. While The concept of raffle
rewards in Islamic finance is align with Shari’a principles, and certain conditions are
met to ensure Shari’a compliance. Below are the relevant Shari’a references and
considerations:

1. Qur'anic references:
“And cooperate in righteousness and piety, but do not cooperate in sin and aggression.”
(Surah Al-Ma'idah (5:2)




This verse emphasizes that all the activities, including financial promotions like raffle
rewards, must align with ethical practices and not involve prohibited elements like
gambling or interest (Riba).

2. Permissibility of Raffles in Shari’a:

e Rdffles, when structured correctly, can be considered permissible (halal) if:
No Gambling (Maisir)-Participants do not pay any additional fee to enter the raffle.

e The raffle is offered as an incentive for account holders who comply with Shari’a (e.g.,
depositing funds in an Islamic savings account).

e No Uncertainty (Gharar).

e The rules and process of the raffle must be transparent and free from ambiguity.

e  Ethical Source of Funds: Prizes should be funded from halal sources, such as the
shareholder’s permissible profit share or marketing budget, not from interest or
prohibited earnings.

3. Hadith:
e The Prophet Muhammad (peace be upon him) encouraged lawful rewards and gifts
as a means to foster goodwill, provided they do not violate Islamic principles.
e  For example, gifts given without conditions or harmful consequences are considered
permissible.

4. Islamic Jurisprudence (Figh).

e Figh Perspective: Jurists from various schools of thought allow promotions like raffles
if they encourage socially and economically beneficial practices, such as saving
money in a halal manner.

e  For example, a bank promoting a savings habit through halal incentives can be seen
as fostering responsible financial behaviour.

5. Conditions for Validity:
e The raffle must not involve any form of prohibited transaction (e.g., gambling or
interest-based investments).
e All participants must have equal chances of winning without requiring extra
payments or conditions.

6. Modern Shari’a References and Standards:

. Accounting and Auditing Organization for Islamic Financial Institutions (AAOIFI)
permits promotional activities like raffles, provided they comply with Shari’a by
avoiding gambling, uncertainty, or exploitation.

e Resolutions from the Islamic Figh Academy support the use of ethical marketing
strategies to encourage Shari’a-compliant financial behaviours, including savings and
investments.

7. Conclusion:
Raffle rewards in an Islamic context are permissible as long as they avoid gambling,
interest, and uncertainty. They are transparent, fair and funded from halal sources.




3.6 Wakala Fixed Deposit Account:

The term “Wakala” refers to an agency agreement where a client (Muwakkil)
appoints an agent (Wakeel) to handle specific investments on their behalf. A
Wakala Deposit is an Islamic finance product that operates on the Wakala
principle, where a customer (the principal or Muwakkil) entrusts funds to Taqwa
(the agent or Wakil) to invest in Sharia-compliant activities. The customer and
Tagwa agree on a predetermined expected profit rate, and any returns above this
rate are shared or retained by Tagwa, depending on the agreement. This scheme
allows customers to benefit from Tagwa’s investment expertise while adhering to
Shari'a principles, where Taqwa acts as the managing agent for the deposited
funds. With Tagwa a Wakala Deposit typically includes the following features:

1. The deposit is fully Shari’a compliant with Islamic finance principles, ensuring
no involvement in prohibited activities such as interest (Riba), gambling
(Maisir), or uncertainty (Gharar).

2. Tagwa provides an expected profit rate, pre-agreed ensuring transparency for
depositors.

3. Wakala Deposits are available for various tenures, but with Tagwa its
minimum for one year a deposit /investment is kept with them.

4. If the actual profit exceeds the expected profit rate, Tagwa may retain the
surplus, based on mutual agreement. If the profit is less than expected, the
depositor bears the reduced returns.

5. Wakala Deposits are generally considered low-risk since Tagwa invests in
secure and ethical finances/ventures.

6. Customers can expect a profit rate ranging from 0% to 7%, as determined by
Tagwa for an example.

7. Upon receipt of the deposit, Taqgwa issues a Wakala Deposit Certificate
bearing all details and the terms and conditions.

8. The right to adjust the expected profit rate rests with Tagwa. Customers must
accept the rate of profit from the realized profit as determined by Taqwa.

Shari’a References:

This account operates on Shari’a principle “Wakala”. The concept of Wakala
(agency) in Islamic finance is deeply rooted in Islamic jurisprudence (Figh) and is
supported by primary sources such as the Qur'an and Sunnah, as well as secondary
sources like the consensus of scholars (ljma) and analogical reasoning (Qiyas).
Below are some references:

1. Qur'anic References:

e "...So send one of you with this silver coin of yours to the city, and let him find out




which is the best food and bring you provision from it..." (Surah 18, Al-Kahf :19)

This verse implies an act of delegation or agency, where one person is entrusted to
perform a task on behalf of others.

e "If you fear a breach between the two, appoint an arbitrator from his family and an
arbitrator from her family." (Surah 4, An-Nisa:35).
This verse illustrates the concept of appointing representatives or agents to act on
one's behalf.

2. Hadith:

e The Prophet Muhammad (peace be upon him) said: “A Muslim is a brother of another
Muslim. He should not deceive him, nor tell him a lie, nor leave him without
assistance."(Sahih al-Bukhari, Book of Business Transactions). This highlights trust and
responsibility in agency relationships.

e The Prophet appointed agents to collect Zakat, indicating the permissibility of
delegating tasks: "The Prophet sent Mu'adh ibn Jabal to Yemen to collect Zakat and
teach people about Islam." (Sahih al-Bukhari).

3. Islamic Jurisprudence (Figh):

e The scholars from Hanafi school of thought extensively discuss Wakala in contracts
and trade, emphasizing that it is permissible as long as it does not involve prohibited
(haram) activities.

e The Maliki scholars consider Wakala valid when the agent acts within the limits set by
the principal and fulfils the agreed terms.

e Shafi'i and Hanbali Schools of thoughts agree that agency is permissible and
enforceable, provided the terms do not conflict with Shariah principles.

4. Contemporary Applications in Islamic Finance: The Wakala model is commonly used,
where the operator acts as an agent to manage funds on behalf of the participants.
e InIslamic banks, clients appoint the bank as an agent (Wakil) to invest their funds in
Shari’a-compliant avenues.
e Anlislamic bank may act as an agent for its client to purchase goods.

3.7 Tagwa Mutual Fund:
A mutual fund is a financial instrument that pools money from multiple investors
to create a diversified portfolio of securities such as stocks, bonds, or other assets.
In this context, Tagwa Mutual Fund is an exclusive, in-house financial investment
portfolio designed specifically for Tagwa customers. This fund is diversified across
various projects to generate optimal returns while adhering strictly to the
principles of Shari’a finance, particularly the concept of ‘Mudaraba’.




Under the Mudaraba structure, profits are shared between the investor and
Taqwa. In the event of a loss, the investor bears the financial impact, except in
cases where negligence is proven on the part of the Mudarib (working partner).

Key Features:

1. Experienced fund managers carefully evaluate potential projects, monitor
ongoing investments, and make informed decisions to achieve the fund's
objectives. By investing in a diverse portfolio, the fund minimizes the risk of
significant losses.

2. Minimum Investment & Tenure:
e Initial investment starts at X50,000.
e Fixed term of one year.

3. Profit and Loss Mechanism:
e Estimated net profit ranges from 0% to 2% per month.
e In case of losses, they will be offset against future profits, and the initial
capital remains secured.

4. Withdrawal and Financing Options:
¢ Initial Lock-in Period: No withdrawals allowed within the first six months.
e Finance against Investment: During the lock-in period, customers may apply
for temporary finance from Taqwa, backed by their investment.
e Withdrawal after Six Months: Customers can request withdrawals by
providing a written notice at least 60 days in advance.

Shari’a References:
The Account operates on Shari’a principle “Mudaraba”. Refer to the savings
account for Shari’a references and considerations as explained there.

3.8 Noor Basic Income Account (NBI):
The Noor Basic Income Account (NBI) is a flagship initiative by Tagwa, introduced
as part of its corporate social responsibility (CSR) program. This scheme aims to
extend financial assistance to economically disadvantaged and underprivileged
individuals, fostering stability, dignity, and empowerment within the community.

Key Features:
1. Monthly Payment:

NBI account holders receive a minimum of 1,000 on the first day of each




month for a duration of one year. Renewal of the scheme is subject to individual
assessment on a case-by-case basis.
2. Eligibility:
The program is exclusively available to individuals identified as economically
weak and underprivileged, ensuring focused support for those in genuine need.
3. Support and Contributions:
e Taqwa Shareholders and Customers: Contributions to the NBI fund are made
by Tagwa’s community of stakeholders.
e Corporate Support: Businesses and companies are encouraged to allocate a
portion of their advertising budgets as financial assistance for the initiative.
e Accountability: Tagwa oversees the management, allocation, and distribution
of funds with transparency and adherence to ethical standards.

Shari’a References:

The Noor Basic Income Account is designed in line with the Shari’a principle of Dain
(Debt). Refer to Current Account foe all Shari’a references. The scheme operates on
principles of fairness, responsibility, and integrity, reflecting Taqwa’s commitment
to ethical practices.

4 QOperational Asset Products

Following are the existing operational finance schemes:
Gold Finance

Auto Finance

Commodity Finance

Woakala Finance

Temporary Overdraft
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4.1 Gold Finance:
Tagwa offers a Safe Keeping Facility, providing a secure and reliable solution for
customers to store their valuable items and important documents. Designed for
those seeking enhanced security, this service ensures the safekeeping of valuables
in the bank's secure vaults.

Key Features:

1. Protect valuables and important documents in a secure, Shari’a-compliant facility.




2. Rental Charges:
e For gold and valuables: 0% to 0.7% per month based on the item's value.
e For Documents: Rent is determined based on the market value of the items.

3. Gold Purity Testing: Customers bear the cost of gold purity testing.

Example:
If ornaments worth X1,00,000/- are deposited, the monthly rent will be 700/-

(0.7% of the item's value).

4. Customers receive a Safe Keeping Certificate that includes detailed information
about the deposited items/documents, such as value and specifications.

5. Customers can mortgage their Safe Keeping Certificate to avail financial
assistance.

6. Up to 70% of the certificate's value can be accessed as cash, providing a Shari’a-
compliant alternative to traditional gold loans.

Procedure for Financial Assistance:

1. Customers can deposit their Safe Keeping Certificate at any Taqwa branch.

2. Access 70% of the certificate's value in cash with 0% financing cost.

3. Flexible repayment options for up to one year, with the choice of monthly,
guarterly, or semi-annual instalments.

4. Contracts can be renewed annually by paying a 1,000 maintenance fee.
Irrespective of the financed amount.

5. No extra charges are levied for availing financial assistance.
This facility ensures the safety of valuables while offering a flexible, Shari’a-
compliant, interest-free financing option. It provides a practical and ethical
solution for accessing funds during emergencies without incurring unnecessary
costs or complexities.

Shari’a References:

A. The Safe Keeping Facility operates under the principle of 'ljara' explained below:

"ljarah" is a key concept in Islamic finance, referring to a lease agreement where
one party (the lessor) allows another party (the lessee) to use an asset or property
for a specified period in exchange for rent or lease payments. It is a Shariah-
compliant alternative to conventional leasing, widely used for financing assets like
vehicles, equipment, or properties. Here are some key references and guidelines
on ljarah:

1. Quranic Reference:




o "If they wish to wean the child by mutual consent and after due consultation, there is
no sin on them. And if you wish to engage a wet nurse for your children, there is no sin
on you provided you pay what you agreed to on equitable terms." (Surah: 2, Al-
Bagarah:233) This verse highlights the permissibility of compensation for services
rendered, a principle underlying ljarah.

e ".Indeed, the best one you can hire is the strong and the trustworthy.” He said,
‘Indeed, | wish to wed you to one of my two daughters on the condition that you serve
me for eight years; but if you complete ten, it will be [as a favour] from you.” (Surah 228
Al-Qasas:26-27).

This story exemplifies an agreement for services and compensation, similar to ljarah.

2. Hadith:
e The Prophet Muhammad (£) said:"Give the worker his wages before his sweat dries.”
(Sunan Ibn Majah 2443)
This highlights the importance of fair compensation and fulfilling contractual
obligations.
e The Prophet (2 leased farmland in exchange for a share of the produce, showcasing
an early example of ljarah-like agreements.

3. Islamic Jurisprudence (Figh):

e In Hanafi Fig Imam Abu Hanifa discusses the detailed rules of ljarah contracts, focusing
on the terms of usage, compensation, and ownership responsibilities.
e In Maliki Figh, Imam Malik emphasizes fairness and clarity in lease terms.

4. Modern Shari’a References and Standdards:

e Accounting and Auditing Organization for Islamic Financial Institutions (AAOIFI) Issues
Shari’a standards on ljarah In modern context, detailing guidelines for structuring and
implementing lease contracts in compliance with Islamic principles.

e ljarah in Islamic Banking: Often structured as "ljarah Muntahia Bittamleek" (lease
ending with ownership) for financing homes, vehicles, or equipment.

B. The collateralized financing (up to 70% of the certificate’s value) is based on the
principle of 'Rahan' (asset-based collateral) explained below:

"Rahan" refers to a pledge or collateral in Islamic finance. It is a Shari’a-compliant
mechanism where an asset is pledged as security for a debt or obligation, ensuring
repayment without engaging in interest (Riba). Here are the references and key
principles underlying Rahan:

Quranic References:

"And if you are on a journey and cannot find a scribe, then let there be a pledge taken (by
the creditor). But if one of you entrusts another, let him who is entrusted discharge his
trust (faithfully), and let him fear Allah, his Lord..." (Sura 2 Al-Baqarah:283). This verse




directly permits taking a pledge (Rahan) as a collateral form of security in transactions,
particularly when documentation is unavailable.

2. Hadith:

"The Messenger of Allah (2) bought some food grains from a Jew and pledged his iron
armor to him." (Sahih al-Bukhari 2508, Sahih Muslim 1603).

This example shows the permissibility of using Rahan, even with non-Muslims, to
secure a loan.

According to another narration, "Allah's Messenger (2) pawned his shield to a Jew and
took from him some barley for his family." (Sahih al-Bukhari 2916).

This further demonstrates the Prophet's use of collateral in financial dealings.

3. Islamic Jurisprudence (Figh):

1.

All major schools of Islamic jurisprudence like Hanafi, Shafi'i, Maliki, and Hanbali Schools

recognize Rahan as a valid contract. And Conditions for Rahn include:

The pledged item must be valuable and tangible.

The debt must be valid under Shariah.

Ownership of the pledged asset remains with the pledger, but the pledgee can hold the
asset as security.

4. Imam Abu Hanifa emphasizes that the collateral cannot be used without the pledger's
permission unless specified otherwise in the contract. (Reference: 1- Alhidaya by Burhan al-
Din al-Marghinani, 2- Bada’i al-Sana’i, by Al-Kasani)

Modern Shari’a References and Standards:

AAOIFI provide detailed guidelines for using Rahan in contemporary Islamic finance,
including permissible and impermissible assets for collateral.

Rahn-based Islamic Microfinance: Islamic pawn-broking (Ar-Rah) is widely practiced in
countries like Malaysia and Indonesia, providing short-term financing by pledging gold
or other valuables.

Murabaha and Rahan: In Islamic banking, Rahan is often combined with other
contracts like Murabaha, ensuring security for financed assets.

4.2 Auto Finance:

Tagwa Auto Finance is a Sharia- compliant financing solution that enables
customers to purchase vehicles ethically under the Murabaha principle. Below are
the key features and benefits of the scheme:

Key Features:
1. Murabaha Mechanism:

e Taqwa purchases the selected vehicle on behalf of the customer.
e The vehicle is sold to the customer at a pre-agreed profit margin.




e Ownership transfers to the customer after the transaction is complete.
. Flexible Financing Terms:
¢ Financing up to 70% of the vehicle's ex-showroom price.
¢ The customer makes a 30% down payment.
. Repayment Terms:
e Monthly repayments include 1% profit and the principal amount.
e Motorbikes: Financing period of 1 to 2 years.
e Cars: Financing period of 1 to 4 years.

Transparent Fee:
e Processing Fee: X500.
e Documentation Fee: X500.

Eligibility:
e Available to salaried or self-employ individuals.
e Specific criteria include minimum income, employment tenure, debt to service
ratio 50:50 etc.

Vehicle Options: Financing is typically available for new vehicles.

Benefits of the Scheme:
e Transparent Pricing: Customers are informed of the full cost and profit margin
upfront.
e No Hidden Charges: No penalties or interest-based charges for late payments.
e Affordable Financing: Competitive profit rates aligned with market conditions.
e Flexible Tenure Options: Customers can choose repayment terms suited to
their financial capabilities.

Summary of Terms:

e Financing Coverage: Up to 70% financing of the vehicle's ex-showroom price is
provided on a Murabaha basis.

e Down Payment: 30% of the ex-showroom price to be paid by the customer.

e Fees: X500 for processing and X500 for documentation.

e Repayment Structure: Equal monthly instalments including 1% profit and the
principal amount.

e Financing Period: Motorbikes: 1-2 years and Cars: 1-4 years.

This financing scheme by Tagwa is based on Islamic principle “Murabaha”.

Shari’a References:
Murabaha is a widely used Islamic financing structure rooted in Sharia principles.




It is based on trust sales, where the seller discloses the cost price and agrees
upon a profit margin with the buyer.

=

Qur'an Reference:

“..But Allah has permitted trade and has forbidden interest...” (Surah Al-Baqarah, 2:275)
In this verse Allah permits trade but prohibits usury (Riba).

2. Hadith:

The concept of Murabaha aligns with the Prophet Muhammad's (PBUH) emphasis on
honesty and clarity in business dealings:

“The buyer and the seller have the option of cancelling until they part, and if they are
truthful and clear about the deal, they will be blessed in their transaction.” (Sahih Bukhari,
Hadith 2079)

Islamic Jurisprudence (Figh):

Murabaha is derived from Shari’a principles in Figh al-Muamalat (Islamic commercial
jurisprudence), emphasizing:

e  Gharar-free transactions.

e Riba-free operations: No interest involvement.

e Transparency; Full disclosure of the cost price and profit margin.
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5. _Modern Shari’a References and Standdards:
The AAOIFI, a global standard-setting body for Islamic finance, provides guidelines for
Murabaha transactions:
e The financial institution must own the asset before selling it to the customer.
e The cost price and profit margin must be clearly defined and agreed upon.

6. Modern Application:
Murabaha is commonly used in financing products such as:
e Auto Murabaha: Financing vehicles.
e Property Murabaha: Home purchases.
e Commodity Murabaha: Liquidity management for businesses.

4.3 Commodity Finance:

Islamic Commodity Finance is a Sharia-compliant financing structure designed to
provide funds using commodities as the underlying asset. This structure is
commonly utilized for liquidity management, trade finance, and working capital
needs. It also enables customers to acquire durable items such as refrigerators,
washing machines, and electronic devices, ensuring compliance with Islamic
principles.

Key Features:
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Murabaha (Cost-Plus Sale):

e The Tagwa purchases the commodity on behalf of the customer and sells it at a
pre-agreed cost-plus profit margin.
e Payments can be made in deferred instalments or as a lump sum.
Example: If a business requires raw materials such as steel or cotton, the bank
purchases these commodities and resells them at a marked-up price.
Transactions are backed by tangible assets, ensuring full compliance with Sharia
principles. Eliminates ambiguity or uncertainty in contracts, promoting
transparency and fairness.

Procedure:
1.  Customers pay 30% of the total item cost upfront.

2. Taqwa finances the remaining 70% based on the Murabaha principle.
3. A monthly profit of 1% is applied to the financed amount.

3. Fees:

e Processing Fee: X500.
e Documentation Fee: X500.

4. Tenure: The financing term is set at one year.

5. Example:

ltem Cost Breakdown
e Total Item Cost: X50,000.
e Advance Payment (30%): X15,000.
e Financed Amount (70%): X35,000.
e Monthly Profit: 1% on X35,000 = X350.
e Monthly Payment Includes both principal repayment and profit margin.

In this example, the customer pays 15,000 upfront and Tagwa finances X35,000.
Repayment of Monthly Instalments includes the Principal Amount and a 1%
Monthly Profit.

The Commodity Finance Scheme offered by Tagwa is designed to meet the
financial requirements of individuals and businesses while strictly adhering to
Sharia principle Murabaha.

Shari’a References:

The Commodity Finance is based on Shari’a principle Murabaha. Refer to Auto
Finance Account for all Shari’a references. The scheme operates on principles of




4.4

fairness, responsibility, and integrity, reflecting Tagwa’s commitment to ethical
practices.

Wakala Finance:

Wakala Finance is a Shari'a-compliant financial structure offered by Tagwa to
meet the diverse financing and investment needs of businesses and individuals.
Under this scheme, Tagwa acts as the principal (Muwakkil) and appoints the
customer or an external party as an agent (Wakeel) to manage funds or execute
specified transactions. The structure is highly adaptable and is designed to ensure
compliance with Islamic principles while providing flexible financing options.

Concept of Wakala:

e Wakala means "Agency," wherein Taqwa acts as the principal (Muwakkil) and

appoints the customer as the agent (Wakeel) to carry out specific tasks or
manage business activities.

e The Muwakkil (Tagwa) takes a passive role, overseeing the agreement but not

directly engaging in the activities managed by the Wakeel (customer).

Types of Wakala Agreements:

Wakala Deposit:

Customers deposit funds with Tagwa, which manages the investments or
financing activities on their behalf as it has been described in this document
above.

Woakala Finance:

e Taqgwa provides financing to businesses or individuals through an appointed

agent.

e The agent uses the funds to manage specific business activities or investments

3.

1.

as agreed in the Wakala contract.

Key Features:
All transactions are structured under the Wakala principle, ensuring adherence

to Tagwa guidelines by avoiding Riba (interest) and Gharar (uncertainty).
Tagwa appoints the customer as an agent (Wakeel) to manage funds for
specific purposes, such as investment or operational activities.

The agreement specifies an expected profit rate.




4. Any deviation in actual profit from the expected rate is adjusted transparently,
with losses borne by the principal unless caused by negligence or misconduct
by the agent.

5. Designed for various financial requirements, including working capital, trade
finance, and investment purposes.

6. The tenure and repayment terms are tailored to the customer’s financial
needs, ensuring flexibility while adhering to Islamic principles.

4. How It Works:

o Taqwa (as Muwakkil) enters into a Wakala agreement with the customer (as
Wakeel) to outline the terms, objectives, and expected profit rate.

o The customer (Wakeel) uses the funds provided by Tagwa to manage
investments or execute specified business activities.

o Profits generated are shared as per the agreement, with Taqwa receiving its
expected return. Any shortfall or variation is adjusted transparently.

o The agent is responsible for managing the funds prudently and in compliance
with the agreed terms.

. Benefits of Wakala Finance:

o Helps businesses address day-to-day operational costs while adhering to
Shari'a principles.

o Supports importers and exporters in managing trade transactions.

o Enables individuals and businesses to pool funds for investments under ethical
and Shari'a-compliant terms.

o Provides short-term financing for businesses to maintain liquidity.

o The principal (Tagwa) bears the risk unless losses result from the agent's
misconduct or negligence.

o Taqwa cover 100% risk prior to financing to the customer in case of any issue
resulting from misconduct/negligence.

Conclusion:
The Wakala Finance Scheme by Taqwa offers a structured, ethical approach to
financing. It enables businesses to access essential funds while ensuring
adherence to Islamic principles. By fostering agency-based relationships, the
scheme promotes transparency, fairness, and alignment with real business
outcomes, making it an ideal solution for businesses requiring capital support.

Shari’a References:
This account operates on Shari’a principle “Wakala”. Refer to the Wakala Deposit
Account as all Shari’a references are explained there.




4.5 Temporary Overdraft:
Temporary Overdraft Scheme by Tagwa is designed to provide short-term
financial support to its existing customers. This facility ensures that customers can
access additional funds to address their immediate financial requirements
efficiently. The interim service cost (ISC) is charged on the balances withdrawn
monthly.

Key Features:
1. Exclusively available to existing customers of Tagwa.

2. Interim Service Cost: 3% per annum (variable) + applicable GST. This charge is
intended to cover the institution's operational expenses.

3. Processing Fee: X200 (fixed).

4. Compliance with Shari’a Principles:

5. Customers can apply for the Temporary Overdraft facility through Tagwa’s branch
network or via its online platforms.

This initiative reflects Tagwa's commitment to delivering Shari’a-compliant financial
solutions that address the evolving immediate needs of its customers. The scheme
adheres to the Shari’a principle of Hag-e-Khidmat (Service Cost), which permits
charging for services provided without contravening Islamic banking principles.

Shari’a References:
The Shari’a principle of Hag-e-Khidmat refers to the actual service cost (not to be
overcharged), provided it does not involve Riba (interest). This principle is widely
accepted in Islamic jurisprudence as it complies with the broader prohibition of
unjust enrichment and exploitation. Below are some references and explanations:

1. Quranic References:
The Quran allows fair compensation for services:
e "Do not consume one another’s wealth unjustly, but only (in lawful) business by mutual
consent." (Surah An-Nisa 4: 29)
This verse supports earning income through lawful means, including charging for services
rendered.

2. Hadith:

e The Prophet Muhammad (peace be upon him) recognized and approved the concept of
fair payment for services. For instance:

e  “The worker is entitled to his wages before his sweat dries.” (Sunan Ibn Majah, Hadith
2443). This implies the legitimacy of charging for work or services performed.

3. Islamic Jurisprudence (Figh):
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e Islamic scholars agree that service fees do not constitute Riba, as long as the fees are
for actual services rendered and not tied to the principal amount in a loan or financial
transaction.

e Under Hag-e-Khidmat, a financial institution can charge for administrative or
operational costs incurred in providing services, such as processing fees,
documentation, or account maintenance.

4. Islamic Figh Academy, India:
The 3rd Figh Seminar, organized by the Islamic Figh Academy (IFA) of India and held in
New Delhi in 1990, addressed various contemporary financial issues, including the
application of service charges in Islamic financial institutions. The seminar concluded that
service charges are permissible under specific conditions in accordance with Shari’a. The
key resolution affirmed the permissibility for Islamic financial institutions to impose
service charges on customers, provided the following conditions are met:

e The charges are justified by the actual costs incurred in delivering the service.
e They are transparent and disclosed to customers in advance.
e They are free from any elements of Riba (interest) or Gharar  (uncertainty).

5. Contemporary Applications:
Islamic banks and financial institutions globally apply the Hag-e-Khidmat principle in
various products, including account maintenance fees, administrative charges for issuing
letters of credit, and fees for processing applications.

These references affirm that Hag-e-Khidmat is a well-established concept in
Islamic finance, ensuring transparency, fairness, and compliance with Shari’a law.

PartII

5 Non-Operational Liability Products

Non-operational Deposit Schemes:

Fixed Deposits Account
Recurring Deposits Account
Gold Savings Account
Capital Gain Fund

Zakat Fund.




5.1 Fixed Deposit Account:
Taqwa presents its Fixed Deposit Account, a financial product designed to serve
their customers while strictly adhering to Shari'a principles ‘Mudaraba”.

Key Features:
1. Minimum Deposit: 10,000

2. Term: One year

3. Deposited funds are invested exclusively in Shari'a-compliant financing models
such as Murabaha, Wakala, and ljara and others. Depositors are entitled to 70% of
the profit generated, with the remaining 30% allocated to Taqwa’s shareholders.

4. Upon completion of the one-year term, depositors can choose to withdraw their

funds or renew their fixed deposit for another term.

Premature withdrawals will result in the forfeiture of profit for the current month.

6. Depositors will receive an official certificate indicating the deposited amount and
terms of the account.
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This scheme is based on the Shari'a principle of Mudaraba, ensuring ethical
financial practices and compliance with Islamic values.

Shari’a References:
This account operates on Shari’a principle “Mudaraba”. Refer to the Savings Bank
Account as all Shari’a references are explained there.

5.2 Recurring Deposit Account:
A Recurring Deposit (RD) account is financial product offered by Tagwa that allows
individuals to save a fixed amount of money every month for a predetermined
period. It is a disciplined savings plan designed to help individuals build a financial
corpus while earning profit on their deposits.

Key Features:
1. Depositors commit to depositing a specific amount every month, making it ideal

for salaried individuals and those with a steady income.

2. The deposit tenure typically ranges from 1 year to 5 years.

3. Profit at the ratio of 30:70 paid on average monthly balance.

4. Withdrawals before maturity are allowed but may attract reduction in the profit
ratio.

5. Tagwa may offer finance against the balance in an RD account, making it a flexible
savings option.

6. The account holder can nominate a beneficiary who will receive the funds in case
of the depositor's demise.




A recurring deposit account is a great tool for financial planning, helping
individuals grow their savings steadily while enjoying the profit on such deposits.

Shari’a References:
This account operates based on the Shari’a principle of Mudaraba. Please refer to
the Savings Account section for detailed Shari’a references.

5.3 Gold Savings Account:
The Gold Saving Account is specifically designed for individuals seeking to
accumulate gold systematically and conveniently. This scheme enables customers
to purchase and save gold in small as well as large quantities, with the flexibility to
convert their gold into jewellery or redeem its cash equivalent as applicable.

Key Features:
1. Customers must purchase a minimum of one gram of gold to participate in the
scheme.
2. Deposited gold can be:
e Converted into jewellery without any additional charges.
e Redeemed for its cash equivalent.
3. Tagwa will store gold in the custody upon transaction if any.
Tagwa acts as a broker, applying a brokerage fee ranging from 0% to 2% per
transaction.
Customers can purchase gold when prices are low and sell when prices rise.
Gold deposits can be transformed into the latest jewellery designs.
Deposited gold can be withdrawn or transferred at any time.
A passbook/statement of account is provided, documenting all gold purchases and
sales.
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Shari’a References:
This account operates based on the Shari’a principle of Wakala. Please refer to the
Wakala Deposit section for detailed Shari’a references.

5.4 Capital Gain Fund:
The Capital Gain Fund is tailored for individuals aiming for long-term investment
opportunities. This account operates under the Shari’a-compliant principle of
Mudaraba, ensuring ethical and transparent investment practices.

Key Features:

1. Minimum Deposit X1,00,000 with a mandatory tenure of three years.
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Expected profit ranges from 0% to 2% per month, calculated and disbursed at the
end of each fiscal year.
As per the Mudaraba principle:
e Profits are shared between Tagwa and the investor as per pre agreed terms.
e In case of a loss, it will be adjusted against future profits, with the original
capital investment remaining secured.
Withdrawal and Financing Options:
e Withdrawal Restrictions: No withdrawals are permitted within the first twelve
months of investment.
e Post twelve months, withdrawals require a 60-day written notice.
Financing Facility: Investors may avail of temporary finance from  Taqwa based
on their investment.

Shari’a References:

5.5

This account operates based on the Shari’a principle of Mudaraba. Please refer to
the Savings Bank Account section for detailed Shari’a references and
considerations.

Zakat Fund Account:

The Zakat Fund Account is a dedicated facility designed to assist individuals and
organizations in fulfilling their Zakat obligations in accordance with Islamic
principles. This account ensures that Zakat contributions are managed responsibly
and distributed to eligible beneficiaries as prescribed In the Quran.

Key Features:
1. Exclusively for the collection from those who like to distribute  Zakat through

Taqgwa.

2. Funds are utilized strictly for Zakat-eligible purposes, ensuring
compliance with Shari’a guidelines.

3. The account does not generate profits maintaining its focus on charitable
disbursement.

4. Open to individuals, families, businesses, and organizations wishing to
contribute to Zakat.

5. Funds are distributed to those eligible under Shari’a categories, including the
poor, needy, and others as outlined in the Quran.

Process:

e Depositors make contributions to the Zakat Fund Account.




e Funds are managed by Tagwa’s dedicated team, ensuring compliance with
Islamic regulations.

e Contributions are disbursed to qualified beneficiaries in a timely and efficient
manner.

e Facilitates transparency and accountability in the distribution process.

The Zakat Fund Account reflects Tagwa’s commitment to social welfare and
Islamic ethical standards, helping the community while supporting contributors in
their spiritual and charitable obligations.

Shari’a References:
This account operates based on the Shari’a principle of Dain. Please refer to the
Current Account section for detailed Shari’a references. The establishment and
operation of a Zakat Fund Account in compliance with Shari'a principles are
rooted in the Qur'an, Hadith, and classical Islamic jurisprudence. Below are key
Shari'a references and their relevance to a Zakat Fund Account:

1. Qur'anic References:

e "And establish prayer and give Zakat, and whatever good you put forward for
yourselves—you will find it with Allah. Indeed, Allah, of what you do, is Seeing." (Surah
-2, Al-Baqarah:110)

e "Take, (O Muhammad), from their wealth a charity by which you purify them and
cause them to increase, and invoke (Allah's blessings) upon them. Indeed, your
invocations are reassurance for them. And Allah is Hearing and Knowing." (Surah- 9,
At-Tawbah:103)

e '"Zakat expenditures are only for the poor and the needy, and those employed to collect
it, and for bringing hearts together (for Islam), and for freeing captives (or slaves), and
for those in debt, and for the cause of Allah and for the (stranded) traveller—an
obligation (imposed) by Allah. And Allah is Knowing and Wise." ( Surah- 9, At-
Tawbah:60)

These verses explicitly define eight categories of Zakat recipients, forming the core
principles for a Zakat Fund Account’s disbursement policy.

2. Hadith:
Authentic Reports Encouraging Zakat Collection and Management:

e Narrated Abdullah ibn Abbas: "The Prophet sent Mu'adh to Yemen and said, 'Invite the
people to testify that there is no deity worthy of worship but Allah and that | am His
Messenger. If they obey you, inform them that Allah has obligated upon them five
prayers each day and night. If they obey you, inform them that Allah has obligated
upon them a charity (Zakat) to be taken from their rich and distributed among their
poor."" (Bukhari, Muslim)




4.

Narrated Abu Hurairah: "Whoever is made a guardian over the wealth of Zakat but
withholds it, Allah will withhold from him His bounty on the Day of Resurrection."
(Bukhari)

This highlights the critical responsibility of a Zakat Fund administrator to act
transparently and distribute Zakat as per Shari'a guidelines.

Islamic Jurisprudential (Figh):
Classical Islamic scholars (e.g., Al-Mawardi in Al-Ahkam al-Sultaniyya) stress the role of
an organized institution (state or other bodies) in managing Zakat funds.
Administrators of the Zakat Fund are entrusted to ensure the funds are collected,
safeguarded, and allocated only to the designated categories. The principle of Amanah
underlines the ethical responsibility.
Jurists like Ibn Qudamah (Hanbali) and Al-Nawawi (Shafi'i) permit the centralization of
Zakat funds to enable efficient distribution and prioritize pressing needs in the
community.

Modern Shari’a References and Standards:
Shari’a Supervisory Boards (SSBs) guide the establishment of Zakat accounts in
financial institutions, ensuring compliance with Islamic principles.
Institutions like the Accounting and Auditing Organization for Islamic Financial
Institutions (AAOIFI) provide standards on Zakat calculation, collection, and
distribution in financial frameworks.

Conclusion:

In summary, a Zakat Fund Account should strictly adhere to these principles, with
transparency, accountability, and focus on the eight categories prescribed by Allah
in the Qur’an. Operational guidelines should align with contemporary Islamic
finance standards under the supervision of qualified Shari’a scholars.

6 Non-Operational Asset Products

Non-operational Finance Schemes:
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Gold Purchase Finance
Lease Finance

Hire Finance

Project Finance
Property Finance




6. Call Finance
7. Micro Finance
8. Sukuk- Islamic Bonds

6.1 Gold Purchase Finance:
The Gold Purchase Finance scheme is a Shari’a-compliant solution designed for
individuals seeking to purchase new, contemporary gold jewellery while retaining
their existing gold ornaments. This scheme allows customers to leverage their old
gold as collateral for financing, based on the Shari’a principle of ljara, as explained
in Section 4.1 (Gold Finance). A "Safe Keeping Certificate" is issued to Taqwa
customers for their deposited gold.

Key Features:

1. Customers deposit their old gold jewellery with Tagwa for safekeeping as
collateral.

2. Taqwa provides financing equivalent to 80% of the value of the deposited gold.

3. Tagqwa earns a monthly rental income of 1% on the deposited gold for
safekeeping.

4. Financing is available for one year or more, based on the customer’s request.

5. Customers can acquire new gold jewellery without selling or liquidating their

existing gold.

6. Offers a manageable and clearly defined profit rate with a repayment period
tailored to the customer's preference.

7. Enhanced Savings: Enables customers to save more gold and gold ornaments.

Fees:
e Processing Fee: X500/-
« Documentation Fee: X500/-

This scheme provides a practical solution for individuals looking to increase their gold
collection while retaining their treasured assets. Tagwa is committed to offering
innovative and ethical financial services tailored to meet the unique needs of its
customers.

Shari’a References:
This account operates based on the Shari’a principle of “ljara”, as explained in
Section 4.1 (Gold Finance). For all Shari’a references refer to the "Safe Keeping
Certificate" which is issued to Tagwa customers for their deposited gold.




6.2 Lease Finance:
Taqwa introduces the Lease Finance Scheme, a Shari’a-compliant financial
solution designed to assist individuals in acquiring vehicles or machinery or
durable items whose asset value is depreciable in nature on the Shari’a principle
“ljara”.

Procedure:

Taqwa provides financial assistance to purchase the asset.

Ownership of the asset remains with Taqgwa throughout the lease term.
Customers pay a fixed monthly rent to Taqwa.

Example: For a financed amount of 20,000, a monthly rent of 1,000 is charged
over a 20-months lease term.

Option to Purchase:

At the end of the lease term, customers have the option to purchase the asset at
its current market value (which is the income of Tagwa) and transfer ownership
into their name.

e

Key Features:

1. Provides access to depreciable assets with a small upfront payment and
manageable monthly rents.

2. Customers can:
e Opt for a new asset model each year.
e Terminate the lease at any time as per contract terms.
e Transfer the asset to another customer if desired.

3. Lease Termination: Customers are not obligated to complete the full lease term
and can end the agreement early, provided the contract terms are met.

Fees:
e Processing Fee: X500
e Documentation Fee: Minimum X500 or 1% of the asset’s value, whichever is
higher

The Lease Finance Scheme from Taqwa provides a viable alternative for acquiring
depreciable assets while adhering to Shari’a principles. This innovative solution
reflects Tagwa's commitment to supporting its customers' financial and asset
acquisition needs responsibly and affordably.




Shari’a References:

6.3

This account operates based on the Shari’a principle of “ljara”, as explained in
Section 4.1 (Gold Finance). For all Shari’a references, refer to the "Safe Keeping
Certificate" which is issued to Tagwa customers for their deposited gold.

Hire Finance:

Taqwa offers a Hire Finance scheme designed to assist individuals in acquiring
assets such as homes, commercial properties, and other valuable assets whose
values are appreciated or depreciated in nature. This scheme empowers
customers to obtain high-value assets through instalment-based payments while
adhering to Islamic principles. To provide financial assistance for purchasing assets
like land, houses, shops, or factories via an ljara (leasing) arrangement, the
scheme is tailored for individuals lacking sufficient upfront funds, enabling them
to acquire assets.

Procedure:

1.

4.

Financing Model:

e Tagwa finances 70% of the asset's cost.

e The customers contribute 30% as their share.

e The asset is leased to the customer, who pays rent based on the financed
amount.

Rent and Instalments:
e Customers pay a monthly rent of 1% on the financed amount.
e Terms for rent and instalments are predetermined by Tagwa.
Ownership Transfer:

e Ownership gradually shifts from Taqwa to the customer as instalments are
made.

o Upon completing final instalment, the customer fully owns the asset.

Market Rate Adjustment:

o After full payment, Tagwa assesses the market value of the asset.

e Any profit (difference between the final cost and market value) is shared based
on the investment proportions between Tagwa and the customer
proportionately.

Fees:

e Processing Fee: X500

e Documentation Fee: Minimum X500 or up to 1% of the financed amount,
whichever is applicable.

Key Features:

1.

Customers can take possession of the asset upon executing the agreement.




wn

Instalments allow customers to manage finances conveniently.

Risk Management:
e |f payments are incomplete, Tagwa reserves the right to sell the asset to

recover its financed amount.

e The customer receives their proportional share of the sale proceeds.

Gradual Ownership: Ownership shifts incrementally as payments are made.

Profit Sharing: Market value-based profit or loss is shared post-payment according
to the financing ratio.

Conclusion:

Taqwa’s Hire Finance scheme offers a Shari'a-compliant, practical solution for
acquiring high-value assets. By combining flexibility, risk management, and
adherence to Islamic principles, the scheme ensures affordability and equitable
profit-sharing while enabling customers to achieve asset ownership

Shari’a References:

This account operates based on the Shari’a principle of “ljara”, as explained in
Section 4.1 (Gold Finance). For all Shari’a references refer to the "Safe Keeping
Certificate" which is issued to Tagwa customers for their deposited gold.

6.4 Project Finance:

Istisna’a is an Islamic financial contract specifically designed for the manufacturing
or construction of goods and assets. It is widely used for construction projects, as
it allows a buyer (e.g., an individual or a business) to commission a seller (e.g., a
contractor or financier) to construct a specific asset according to agreed
specifications, with the price and payment term prearranged.

Key Features:

1.

Made-to-Order Contract: Istisna’a is a sale contract for an asset that does not yet
exist. The seller undertakes to construct or manufacture the asset as per the
buyer’s specifications.

Payment Flexibility: Payments can be made in instalments, at different project
milestones, or as a lump sum after completion.

Ownership Transfer: Ownership of the constructed asset is transferred to the
buyer upon delivery and payment as agreed.

Profit Margin: The contract price includes the cost of construction and a profit
margin for the financier (e.g., an Islamic financial institution or contractor).




Procedure:

1.

Agreement: The buyer (e.g., a business or individual) enters into a contract with a
financier or contractor to construct a building, house, factory, or other
infrastructure.

Financing Role: An Islamic financial institution (such as Taqwa) may act as the
financier, covering the construction costs upfront and later selling the completed
asset to the buyer at a pre-agreed price.

Delivery of Asset: The asset is delivered to the buyer upon completion and
inspected to ensure it meets the agreed specifications.

Repayment: The buyer repays the financier over a set period, typically in
instalments. The repayment includes the principal cost and an agreed profit
margin.

Example of Istisna’a in Construction:

¢ A business commissions the construction of a warehouse worth X1,00,00,000.

e An Islamic financial institution agrees to fund the project and contracts with a
builder to construct the warehouse as per specifications.

e Once the warehouse is completed, the financier sells it to the business for
%1,20,00,000, payable in instalments over five years.

Compliance with Shari’a Principles:

e No Interest: Unlike conventional loans, Istisna’a is free from Riba (interest).

e Fair Profit: The financier earns a profit by selling the constructed asset at a pre-
agreed markup.

e Risk Management: Both parties share risks related to the construction process,
ensuring fairness and adherence to Islamic values.

Istisna’a provides a flexible and Shari'a-compliant financing solution for
construction projects, enabling businesses and individuals to build assets without
resorting to interest-based funding.

Shari’a References:

This Scheme operates based on the Shari’a principle of Istisna’a. The concept of
Istisna’a is rooted in Islamic jurisprudence (Figh) and is derived from the principles
of contractual permissibility in Shari’a. While Istisna’a is not explicitly mentioned
in the Qur'an or Hadith, it is recognized and permitted by classical Islamic scholars
under the category of contracts for manufacturing or construction. Here are the
primary sources and scholarly references for Istisna’a:

Qur'anic References:
While the Qur'an does not directly reference Istisna’a, the concept aligns with the broader
principles of trade and contractual justice. Key verses include:




2.

4.

Fulfilment of Contracts: "O you who have believed, fulfil (all) contracts." (Surah 5,Al-
Ma'idah:1)

Istisna’a is a legitimate contract as long as the terms are agreed upon by both parties.
Mutual Consent in Trade: "Do not consume one another’s wealth unjustly but only (in
lawful) business by mutual consent." (Surah An-Nisa, 4:29)

Istisna’a involves mutual agreement on price, specifications, and delivery terms,
ensuring compliance with Shari’a.

Hadlith:
The permissibility of advance sales and deferred contracts forms the basis of Istisna’a:

Deferred Sales Are Permitted: The Prophet Muhammad (£) said: "Whoever sells
foodstuff should not sell it until he has possession of it." (Sahih al-Bukhari, Hadith 2136;
Sahih Muslim, Hadith 1526)

While this Hadith applies to commodities, scholars extend the ruling to manufacturing
contracts like Istisna’a, provided clear terms are set for delivery.

Salam as Precedent: The Prophet (#8) permitted Salam contracts, where payment is
made upfront for goods delivered later: "Whoever pays in advance for dates to be
delivered later should pay for a specified measure at a specified weight for a specified
period." (Sahih al-Bukhari, Hadith 2240; Sahih Muslim, Hadith 1604)

Istisna’a builds on Salam’s permissibility but modifies it to apply to manufacturing or

construction.

Scholarly Consensus (lima’):

Islamic scholars from the major schools of Figh have widely accepted Istisna’a as a

permissible contract:

Hanafi School: Istisna’a is explicitly permitted in Hanafi jurisprudence. Scholars argue
that the contract allows flexibility in manufacturing or construction where the asset
does not yet exist.

Shafi'i, Maliki, and Hanbali Schools: While initially stricter about contracts for non-
existent goods, scholars in these schools eventually permitted Istisna’a due to practical
needs, provided clear terms are established to avoid gharar (uncertainty).

Islamic Jurisprudence (Figh Books)

Prominent Figh references include:

"Al-Hidayah" (Hanafi Figh): Recognizes Istisna’a as a necessary contract for industries
and public works, allowing deferred delivery with upfront agreement on
specifications and price.

"Bidayat al-Mujtahid" by Ibn Rushd: Explains the permissibility of contracts like
Istisna’a when governed by mutual agreement and clear terms.
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"Figh al-Mu’amalat al-Maliyah" by Dr. Wahbah al-Zuhayli: Discusses  Istisna’a as a
tool for financing construction and manufacturing within Shari’a guidelines.

Modern Shari’a References and Standards:

Modern Islamic finance institutions have endorsed Istisna’a based on classical Figh.

e Accounting and Auditing Organization for Islamic Financial Institutions (AAOIFI)  has
recognized Istisna’a as a Shari’a-compliant contract under its standards for Islamic
finance.

e |ts Resolution No. 10 on "Manufacturing Contracts" emphasizes
transparency, risk-sharing, and adherence to agreed terms.

e OIC Figh Academy: Approved Istisna’a for industrial and construction  projects,
provided specifications and terms are clear.

Key Shari’a Compliance Requirements for Istisna’a

The product or construction must be clearly defined in terms of quality, quantity, and
timeline.

Payment Terms: Payment can be upfront, in instalments, or deferred, but terms must be
agreed upon.

Risk and Ownership: Ownership of the asset remains with the manufacturer or financier
until delivery.

Profit Margin: The profit margin must be pre-agreed and free from Riba (interest).

Conclusion:

Istisna’a is grounded in Islamic principles of fairness, transparency, and mutual
consent. It provides a Shari’a-compliant mechanism for financing construction and
manufacturing while ensuring ethical practices and risk-sharing.

Property Finance:

Property Finance based on Murabaha is a Shari'a-compliant financing method
where Tagwa, facilitates the purchase of property or apartment by acting as an
intermediary. Under this model, Tagwa purchases the property or item on behalf
of the customer and then sells the property to the customer at an agreed-upon
price, which includes a profit margin. The customer repays the amount in
instalments over a specified period. The key feature of Murabaha is the
transparency of costs and profit, ensuring the customer knows the exact
breakdown of the purchase and the agreed-upon profit margin.

Key Features:

1.

Ownership Transfer: The Taqwa initially owns the property or goods until the
transaction is completed. Ownership is transferred to the customer upon the sale.




2. Profit Margin: The profit is fixed and agreed upon before the sale, ensuring no
hidden charges or uncertainty.
3. Instalment Payments: Customers repay the amount in structured instalments,
making it accessible and manageable.
4. Shari'a Compliance: This financing model avoids interest (Riba) and adheres
strictly to Islamic finance principles.
Procedure:
1. Advance Payment: Customers pay 30% of the item's total cost upfront.
2. Financing: Tagwa finances the remaining 70% on a Murabaha basis.
3. Profit Rate: A monthly profit rate of 1% is charged on the financed amount.
Example:
1. A customer seeks financing for a property valued at X50,00,000.
2. The Taqwa purchases the property for X50,00,000.
3. The Taqwa sells the property to the customer for X55,00,000 (including a pre-
agreed profit of X5,00,000).
4. The customer repays %55,00,000 in monthly instalments over the agreed tenure.
Fees:
e Processing Fee: X500
e Documentation Fee: X500
By aligning financial assistance with Islamic principle Murabaha, Taqwa ensures
customers can fulfil their needs. This structure ensures ethical, transparent, and
Shari'a-compliant financing for property acquisition.
Shari’a References:
This Finance is based on Shari’a principle Murabaha. Refer to Auto Finance
Account (item no.4.2) for all Shari’a references.
6.6 Call Finance:

The Call Finance Scheme is designed to assist customers who encounter lucrative
business opportunities but lack the immediate cash to capitalize on them. This
short-term financing solution enables customers to effectively seize such
opportunities by providing the necessary funds.




Key Features:

1. Tagwa Provides customers with the ability to capitalize on immediate business
opportunities.

2. Eligibility: The scheme is available to customers who have an existing “Credit Line”
with Taqwa, ensuring a pre-established financial relationship.

3. Finance Terms: Customers can obtain financing to take advantage of short-term
business opportunities, with the funds specifically allocated for these needs for
credit line holders.

4. Agreement Types:
e Purchase Commitment Contract: An agreement detailing the purchase terms
for which the finance is utilized.
e Sale Commitment Contract: An agreement outlining the sale terms related to
the financed amount.

5. Profit Distribution: The profit generated from this scheme is distributed in a fair
and transparent manner based on the Shari'a principles of:

e Mudaraba: In this principle, Taqgwa provides the capital, while the customer
manages the business. Profits are shared according to the pre-agreed terms,
and loss is borne by Tagwa unless negligence is proven.

e Musharaka: In this principle, both Tagwa and the customer contribute the
capital, with profits and losses shared in proportion to their respective
investments.

6. Application Process:
e Customers must contact Taqwa to discuss their financing needs and the specific
business opportunity.
e An agreement will be executed to formalize the terms and conditions of the
financing.

This Call Finance Scheme aims to support customers' short-term financial needs,
enabling them to leverage business opportunities while ensuring full adherence to
Shari'a principles, offering both flexibility and ethical financial solutions.

Shari’a References:
This Finance is based on Shari’a principle Mudaraba. Refer to Savings Account
(item no.3.2) and for Musharaka refer Share Capital Account (item no.3.1) for all
Shari’a references.




6.7 Micro Finance:

Islamic Microfinance is a financial service provided to low-income individuals or
small businesses, designed in accordance Shariah law. It combines the ethical
framework of Islam with the goals of microfinance, focusing on promoting
financial inclusion and reducing poverty while adhering to Shariah-compliant
financial practices.

Key Features:

1.

Interest-Free Financing (Riba-Free): Islamic Microfinance prohibits interest (Riba)
on loans. Instead, it uses profit-sharing, leasing, or trade-based contracts like
Murabaha (cost-plus financing) or Mudarabah (profit-sharing).

Risk Sharing: Financial arrangements involve sharing risks and rewards between
the lender and the borrower, promoting fairness.

Ethical Investments: Funds cannot be used for activities prohibited in Islam, such
as gambling, alcohol, or other unethical industries.

. Social Justice: The aim is to uplift marginalized communities by offering financial

access and promoting entrepreneurship while aligning with Islamic values.

Zakat (Charity): Often, Islamic Microfinance institutions integrate charitable funds
(like Zakat or Sadaqgah) to support ultra-poor borrowers.

Collateral-Free Access: Many Islamic Microfinance Programs prioritize trust, group
guarantees, or other Shari'a-compliant methods rather than conventional
collateral.

Objectives of Islamic Microfinance:

e To reduce poverty sustainably.

e To foster economic self-reliance and entrepreneurship.
e To promote ethical financial practices.

e To ensure equitable wealth distribution within society.

Example Contracts in Islamic Microfinance:

e Murabaha: The institution purchases an asset and sells it to the client at a

markup, payable in instalments.

e Mudarabah: A profit-sharing partnership where one party provides capital and

the other provides expertise.

e ljarah: Leasing an asset to the client for a rental fee.
e Qard Hasan: Interest-free loans for social or productive purposes.

This system is particularly effective in Muslim-majority regions and among
communities seeking ethical, inclusive finance that aligns with Islamic principles.




Microfinance can also be operated on a Wakala-based financing model, as long as
it adheres to the principles of Islamic finance.

Structure of Wakala in Islamic Microfinance:

1.

2.

Customer as Agent (Wakeel):

e Taqwa (Muwakkil) may appoint the customer (Wakeel) as an agent to execute
specific business activities.

e Taqwa pays a fee to micro-entrepreneurs for their services, which may be fixed
or performance-based practices.

e The customer utilizes the financing to address business needs or opportunities.

e The agreement specifies the expected profit rate and the provisions for profit
and loss sharing.

Profit and Loss Sharing:

¢ The agreement outlines an expected profit rate.

e If actual profits fall short of expectations, the agreement is revised to reflect
the realized profit rate.

e Any profits or losses are shared in accordance with agreed terms, ensuring
fairness and compliance with Shari’a principles.

Key Features of Wakala- Based Microfinance :

Passive Role for Muwakkil: Tagwa’s role is limited to appointing the customer
(Wakeel) and overseeing the agreement while avoiding direct involvement in
the business.

Flexibility in Profit Sharing: The profit-sharing arrangement adapts to actual
business performance, ensuring fairness and reflecting real outcomes.
Business-Focused Model: This scheme supports businesses facing capital
shortages by offering structured and Shari’a- compliant financing solutions.
Shari’a Compliance: Transactions are designed to strictly adhere to Islamic finance
principles, emphasizing fairness, transparency, and risk-sharing.

Application Process:

1.
2.

Businesses or individuals seeking financing must submit their proposals to Tagwa.
Taqwa reviews the proposal and appoints the customer as an agent (Wakeel) to
manage the investment.

. A detailed agreement is executed, outlining:

e Terms of profit and loss sharing.
o The expected profit rate.

. Tagwa oversees compliance with the agreement and ensures all transactions

adhere to Shari’a rules.




6.8

The Wakala finance model is based on the Shari’a principle of agency (Wakala),
which highlights the agent's duty to manage funds and execute transactions in an
ethical and transparent manner. This structured yet adaptable approach enhances
financial accessibility for businesses while adhering to Islamic principles of
fairness, risk-sharing, and social responsibility.

Shari’a References:

This finance may be based on the Shari’a principles of Murabaha, Mudaraba, ljara,
or Wakala. For Shari’a references, refer to the following:

e Mudaraba: Savings Account (Item No. 3.2)

e Murabaha: Auto Finance (Item No. 4.2)

e ljara: Gold Finance (Item No. 4.1)

o Wakala: Wakala Fixed Deposit (Item No. 3.6)

Sukuk- Islamic Bonds:

Sukuk al-ljara is an Islamic financial instrument that represents ownership in
leased assets. It is a form of Sharia-compliant bond based on ljara, which means
"leasing" in Arabic. In this arrangement, the sukuk holders have a proportional
ownership interest in the underlying tangible asset(s) and are entitled to receive
rental income generated by those assets.

Key Features of Sukuk al-ljara:

Asset-Backed: Sukuk al-ljara must be backed by tangible, Sharia-compliant assets
such as real estate, equipment, or vehicles.

Lease Agreement: The issuer (often a Special Purpose Vehicle or SPV) leases the
asset to a lessee, who pays periodic rental payments.

Rental Income: The rental income is distributed to the sukuk holders as periodic
returns, which are akin to coupon payments in conventional bonds.

Ownership Rights: Sukuk holders have ownership rights in the underlying asset,
not a debt obligation.

Maturity: At maturity, the asset may be sold back to the issuer or another party,
and the proceeds are distributed to the sukuk holders.

Role of SVP:

SVP stands for Special Purpose Vehicle or Special Purpose Entity. It is a legal
entity created for specific, narrow pupose, often used in finance, investment and
risk management. In Islamic Banking, an SVP is often used to facilitate Sukuk




(Islamic Bonds) or Shari’a compliant investments. It ensures that the transactions
adher to Islamic princiles, such as avoiding interest (riba) and uncertainty (gharar).

Structure:

1. The issuer acquires an asset and sells it to the SPV.

2. The SPV issues Sukuk certificates to investors.

3. The SPV leases the asset back to the issuer or a third party under an ljara (lease)
contract.

4. Investors earn returns from rental payments during the lease term.

5. Atthe end of the sukuk term, the asset is sold, and the proceeds are distributed to
the sukuk holders.

Sukuk al-ljara is widely used in Islamic finance because it avoids Riba (interest),
promotes asset-backed financing, and adheres to the principles of Sharia law.

Shari’a References:
This account operates based on the Shari’a principle of “ljara”, as explained in
section 4.1 (Gold Finance). Refer there for all Shari’a references.
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Head Office & Bhatkal Branch
Tagwa Tower, 1st Floor, Nagappa Nayak Road, NH 66, BHATKAL - 581320
Contact: +91 9380115722 / +91 8385 450000

Bengaluru Branch
Palace Mall, 1st Floor, Seppings Road, Quadrant Circle,
Shivaji Nagar, Bengaluru - 560001
Contact: +91 9980571141
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