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EDITOR’S MESSAGE
Dear Reader,
I am very pleased to announce that on the
1st of May 2021, we relocated the TIA head
off ice f rom CIC Plaza, Mara Road, to the
Renaissance Corporate Park on Elgon Road,
Upper Hill, Nairobi. This year, 2021, marks our
10th year anniversary of offering exemplary,
ethical Takaful business, and the move to our
new premises has therefore been, a double
celebration.
For the 10 years, we called CIC Plaza Mara
Road our home, it held a special place in our
hearts, and will always remain an integral part
of the Takaful Insurance of Af rica legacy. We
are grateful for the memories, for each and
every milestone we celebrated there, both
individually and as a team. As anyone who has
lived or worked in the same place for a long
period of time will appreciate, it is amazing
how ‘things’ gathered, and how attuned and
comfortable we become to our surroundings,
and their idiosyncrasies.
The TIA team has grown and is expected to
continue to grow and evolve, Alhamdulillah!
as we looked forward toward this future, it
inspired the need for a new, more spacious
environment, and with it - new opportunities!
Change as they say is inevitable, and change
is good! It is a natural step, as we continue to
grow, we embrace this change and envision it
as an opportunity for a bigger, brighter, and
better future for us.
We have embarked on an exciting new chapter,
indeed a new beginning for us all, and as we
move forward together, with positivity, and
excitement in our new home, we look forward

to receiving you warmly, with open arms on
your next visit. Karibuni!
In keeping with our tradition to always strive
to keep you, our valued stakeholder informed
on the developments in TIA and in the sector,
it gives me immense pleasure to present
our e-magazine which offers a wide variety
of content including on the topics of team
culture, insights on the Pandemic Response
and Management Bill 2020, and much, much
more.
Allow me to take this opportunity to wish you
all a blessed and peaceful second half of the
year, as I invite you to enjoy this issue of our
e-magazine.
Happy reading!

SUMAYYA HASSAN - CEO

Click this icon to contact the author of
the article for feedback or queries.

Takaful Versus Islamic
Insurance
BY: Dr Ahcene Lahsasna - Shariah SC member

This article aims to discuss the terminologies
widely used to describe Takaful, namely: Islamic
Insurance & Takaful.

1. ISLAMIC INSURANCE
The Accounting and Auditing Organization
for Islamic Financial Institutions, in Shari’ah
Standard No. 26 on insurance, adopted the term
“Islamic insurance” for insurance which complies
with the provisions of Shari’ah. Professor Dr.
Hussein Hamed Hassan addressed this when
he stated that “The writers of Islamic insurance
have become accustomed to calling insurance
with provisions consistent with Islamic law as
“cooperative”, ”reciprocal”, or ”takaful” insurance,
this designation means that the most important
principles which can be uniquely ascribed to
Islamic insurance is mutual cooperation and
solidarity.”
In the West, cooperative or reciprocal insurance
models abound, however, they are not
necessarily Islamic because while there are
similarities, they differ to some degree f rom
the formula of Islamic insurance. We, therefore,
prefer to call insurance consistent with the
provisions of Islamic law as “Islamic insurance”
and then mention the different types that fall
under this type of insurance.
Cooperation and solidarity are paramount
foundations of Islamic insurance, however, they
are not the only ones, moreover, cooperation
in the view of Islamic law has specif icities,
under shari’ah requirements which state that
insurance is not Islamic unless certain controls
and conditions are specif ically present. In any
case, the word Islamic can be added to the terms
“cooperative” or “solidarity” insurance to express
this meaning, but this would not necessarily
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make it Islamic insurance. Insurance on things
is subject to the rule of compensation for the
actual damage that befalls the participants
within the limits of the amount of insurance
and the premium is determined accordingly,
however, in insuring persons this rule does not
apply.

2. TAKAFUL
The term Takaful is considered relatively newer;
it became popular after the Takaful symposium
held in Khartoum in 1995. Some contemporary
scholars believe that Takaful insurance is similar
in meaning to both ”cooperative insurance” and
”Islamic insurance”. On this matter, Prof. Dr. Abdul
Sattar Abu Ghuddah stated that “The ruling on
obtaining an insurance policy differs between
the insurance being Islamic (cooperative)
and based on the mutual donation between
policyholders (takaful) and the merging of the
two attributes of the insured and the insurer in
them, so that insurance is Islamic.” He also stated
that “Islamic insurance or takaful is different in
its basis and its adaptation f rom conventional
insurance” and that “Islamic insurance or Takaful
is a donation by the trustee himself ” Prof. Dr.
Abdul Hamid Al-Baali further observed that
“The cooperative insurance system is based in
its essence on the donation contract” Prof. Ali AlQarah Daghi, in his research, titled “The Applied
Aspect of Islamic Insurance (Takaful),” stated
that “Islamic insurance is based on the principle
of cooperation and donation, without a doubt,
the cooperative insurance that we mentioned,
is part of it, and cooperative insurance can be
considered Islamic if it is devoid of usury and
any other Islamic offenses.”

3. THE PREFERRED TERM
The two terms used to describe Islamic insurance
remain relevant, because they have been used in
the industry in different jurisdictions, however,
the term Takaful has increasingly become an
important connotation and terminology used
in Islamic f inance to indicate Islamic insurance.
Takaful has become the popular term in the
industry used to distinguish Islamic insurance
f rom conventional insurance which is similar
to the case of bonds where the market started
by using the term Islamic bonds to connote
the Islamic context, but later “Sukuk” became
the popular term as the unique terminology
distinguishing it f rom the conventional bond.
Despite the permissibility to use the term
”Islamic insurance” as used by AAOIFI, it remains
preferable and better to use the term “Takaful”
in the market, as the preferred terminology used
to describe Islamic Insurance, a distinguishing
term that makes Takaful, different and unique
in form and substance.
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A brief critique of the Pandemic Response
and Management Bill, 2020 and its proposed
effect on businesses
BY: Legal department - TIA

Following the global outbreak and spread of
the novel Coronavirus (“COVID-19”), countries all
over the world were forced to deploy stringent
measures aimed at mitigating the spread and
the negative effects of the pandemic.
Since the onset of the pandemic, Kenya has
conf irmed more than 232,659 Covid -19 positive
cases and reported over 4,564 deaths, the
numbers are expected to rise signif icantly due
to the ongoing 4th wave of the pandemic.
Covid-19 has not only affected the health of
Kenyans but has also led to a great disruption
of businesses and subsequently the depressed
performance of the Kenyan economy.

To further cushion Kenyans f rom the effects of
the pandemic, the Senate created an ad hoc
committee chaired by Nairobi County Senator
Hon. Johnson Sakaja to look into the pandemic
and come up with ways through which the
government can deal with the health and
economic issues brought about by Covid- 19.
The Ad-hoc Committee drafted the Pandemic
Response and Management Bill, 2020 which
was gazetted on April 17, 2020. The Bill sought to
introduce a raft of measures to cushion Kenyans
during the current pandemic and in the event
of any future pandemics. The Bill underwent
its second reading on May 12, 2020 and was
forwarded to the President for assent.
The objects of the Bill were threefold:
◆ To provide a f ramework for the coordinated
approach in the response and management
of activities during a pandemic;
◆ To provide temporary relief f rom the inability
to perform contractual obligations where
the inability is caused by a pandemic; and
◆ To provide temporary measures to address
various matters during a pandemic.

The government undertook several regulatory
and legislative measures in a bid to curb
the adverse economic impact the Covid-19
pandemic had on the economy. For Instance,
the government
legislated the Tax Laws
(Amendment) Act which, among other tax
measures, temporarily reduced the resident
corporate tax f rom 30 percent to 25 percent;
lowered the rate of turnover tax f rom 3percent to
1percent; and increased personal relief available
to resident individuals f rom Sh16,896 per year to
Sh28,800 per year.
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PROVISIONS

SUMMARY OF THE PROVISIONS

Section 25
Tax incentives

The Cabinet Secretary (Finance), may with approval of parliament, introduce
measures to cushion affected persons for the duration of the pandemic.

Section 26
Loans and
mortgages

The Bill proposes the following measures in the event the pandemic affects
the capacity of the public to meet its contractual obligations entered into
prior to the pandemic. The following measures shall apply up to three months
after the pandemic:
i. A borrower and the respective lending institutions shall enter into an
arrangement to review repayment modalities;
ii. Penalties shall not be imposed on defaulter; and
iii. A defaulter shall not be listed by a credit reference bureau.

Section 27
Lending f inancial institutions shall be precluded f rom charging fees, interest
Moratorium on and any other penalty for non-payment or late payment of obligations during
penalties
the pandemic period
Section 28
Contractual
obligations

Where a contract is entered into before the declaration of the pandemic and
pandemic affects performance of the contractual obligations, the following
shall be precluded:
i. Commencement of levying of execution;
ii. Enforcement of security over movable and immovable property used for the
purpose
of trade, business or profession;
iii. Repossession of any goods used for the purpose of a trade, business or
profession;
iv. Termination of lease or license of immovable property in connection with
non-payment
of rent or other monies.

Section 29
Tenancy
Agreement

The bill further proposes the following in respect to a tenant whose f inancial
capacity is affected by the pandemic:
i. The tenant shall give a notice in writing to the landlord or contracting party
that
they are unable to meet their obligations because of the pandemic;
ii. Upon receipt of the notice the contracting party shall enter into agreement
on
how the tenant shall meet their obligation at the end of the pandemic.

Section 30
Labour
relations

Where a pandemic adversely affects the ability of an employer to pay salaries
or wages: i. An employer shall not terminate a contract of service or dismiss an
employee; and
ii. An employer shall not coerce an employee to take a salary cut.
An employer who is unable to pay salaries or wages shall permit an employee
to take a
leave of absence without pay for the duration of the pandemic.
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PROVISIONS

SUMMARY OF THE PROVISIONS

Section 32
Utilities

The bill proposes:
a. Waiver of water and electricity charges for identif ied vulnerable personal
and households;
b. Water and electricity service providers may:
i. adjust tariff rates in order to reduce utility charges to individuals and
businesses; and
ii. withhold disconnections for no-payment of utility bills

Section 33
Information
technology

In instances where the government issues directives that may adversely affect
the conduct of on-site meeting or businesses, the Bill inter alia proposesi. Meetings may be held remotely via appropriate electronic means and the
resolutions made during such meetings shall be valid;
ii. Court proceedings may be held remotely and the Chief Justice may make
Rules for conduct of such proceedings; and
iii. Respective heads of institutions may make guidelines on how business shall
be transacted remotely.

Section 34
Rates and
Licenses

County governments may suspend fees payable on renewal of trade licenses
and payment of property rates during the pandemic.

CONCLUSION
The Bill is a good attempt at providing a
f ramework for the effective response and
management of a pandemic. It sought to
address some of the pressing concerns
caused by the pandemic, such as loss of
employment, inability to service loans and
mortgages, tenancy issues and care for
vulnerable groups, it has also sought to
create relevant institutions.
However, there are a few sectors that were
not adequately addressed such as remote
learning in the education sector which
has been a subject of debate over the last
few months. Further, even while the Bill
attempted to provide economic safeguards
for vulnerable groups, it has no provision for
identifying and prof iling these vulnerable
groups into social safety net programmes.
The Bill also took a suggestive as opposed
to a mandatory approach on certain key
issues such as loans and mortgages. This, in
my view, is a risky affair as the likelihood of
compliance is signif icantly diluted.
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Additionally, the Bill is silent on catering for
the hospital and quarantine facilities bills
for vulnerable groups. Even more concerning
were the cases of police brutality which
were widely observed since the onset of the
pandemic began.
However, the Bill gives the Cabinet Secretary
the mandate to make regulations and any
relevant rules or standards as may be required
with regards to the pandemic.
Given the fact that the Bill touches on multiple
sectors such as the f inancial services sector,
the legal services sector and others, there
is a need for thorough consultation with
representatives f rom the stakeholders f rom
these sectors. There is a need to get more input
f rom economic experts who have critiqued
the Bill.

TAKAFUL INSURANCE OF AFRICA LIMITED
PARTNERSHIP WITH
DIB BANK

Team Culture
BY: Kevin Okoth, Former Reinsurance
Officer & Captain of Takaful Sports Team

Have you ever been on a “downer” team? One
that is permeated with negativity, unhealthy
competition, and conflict? It sure doesn’t feel
good and it can def initely interfere with you
performing at your best. As an athlete, it’s
diff icult to do much about it; all you can do is
accept it or f ind another team. But, as a coach,
you can have a big impact on how your team
functions.

more likely to abide by them.
All of these qualities of a culture have real
implications on how the team functions, how
its members get along, and, crucially, how the
players on the team perform and the results
they produce individually and collectively. When
a team has a def ined culture that is understood
and accepted by all of its members, they feel an
implicit pressure (in the good sense) to support
that culture.
Pillars of Team Culture

Developing a healthy team culture is as
important in the sports world as it is in the
corporate world. It is a widely held belief in the
sports world that team culture can have a big
impact on how a team functions and performs.
The environment in which the team practice
and compete influences how team members,
think, feel, behave, and perform.
Teamculture is the expression of a team’s
values, attitudes, and goals about sports,
competition, and relationships. It determines
whether, for example, the team’s focus is on
fun, improvement, or winning or whether it
promotes individual accomplishment or team
success. Team culture is so important because it
directly influences many areas that affect team
functioning and performance.
The culture establishes norms of acceptable
behavior in a team, either explicitly or implicitly
conveying to members what is allowed and
what is not. These norms can dictate to team
members how to behave, communicate,
cooperate, and deal with conflict. When clear
norms are established, everyone on a team is
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A team culture consists of three essential
pillars that support all team functioning and
performance: values, attitudes, and goals.
◆ Values are so important because they guide
the decisions and choices players make as a
team or as individuals. Whatever you value
most is where you will devote your time,
effort, and energy. Ownership, hard work,
focus, quality, teamwork, hard work, trust,
humility and self-respect are essential values
for individual players and team success.
◆ Attitudes are vital because they guide how
players think, feel, and act toward their sport.
A positive attitude in dealing with mistakes
and challenges is very helpful in sports.
◆ A goal is an aim or desired result. Goals are
vital for players to motivate them and to
direct their efforts. Total preparation, having
fun, consistently fast, responding positively
to adversity, support and communication
are some of the team goals that are useful
for a team.

Developing team culture
First, team culture emerges naturally as
an expression of its individual members
where they feel a sense of ownership for
the culture because they created it. When a
few team members who may be particularly
assertive or controlling overpower the team,
leaving other members of the team feeling
marginalized and powerless, the creation of
a team becomes unfairly shaped which is a
risk.

a sense of ownership for the culture and, as
a result, are more likely to live by its dictates.

The result can be a truly toxic culture that
serves neither the best interests of the team
as a whole or its individual players.

◆ Provide opportunities
culture.

The second approach which is more
recommendable is for coaches to take an
active (though not dominating) role in the
creation of a team culture. Through their
leadership and open discussions with team
members, their team can identify the values,
attitudes, and goals that they both want to
act as the foundation of the team culture.
This collaborative approach to team culture
will ensure that everyone on the team feels

Specif ic things you can do to actively develop
and foster a healthy team culture.
◆ Be clear in def ining your team’s values,
attitudes, and goals.
◆ Identify and enlist team
support the team culture.
to

leaders
build

to

team

◆ Create shared responsibilities in which
team members have to work together.
◆ Create team rituals such as precompetition dinners or after-event cooldowns.
◆ Schedule weekly check-ins to get
feedback about how things are going.
◆ Recognize teachable moments and use
them to encourage your team culture.
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TAKAFUL OPERATION NORMS
OF ETHICS IN TAKAFUL
BY: Dr Ibrahim Bulushi - Shariah SC Member

TAKAFUL OPERATION / Al Mudaharib / Al Wakil
All participants (policyholders) agree to
guarantee each other and, instead of paying
premiums, they make contributions to a mutual
fund, or pool. The pool of collected contributions
creates the Takaful fund. The amount of
contribution that each participant makes is
based on the type of cover they require, and on
their personal circumstances. As in conventional
insurance, the policy (Takaful Contract) specif ies
the nature of the risk and period of cover.
A takaful operator is a third party company
legally separate f rom the fund and its
participants. They are contracted to provide the
management & f inancial services necessary for
managing the fund on behalf of the participants.
They act as a trustee or steward of the fund, and
provide an interest f ree loan (qard) in case of
insolvency. Under wakala & waqf contracts the
operator is rewarded for providing technical
and managerial expertise. While under a
mudharabah contract, the operator is also
rewarded for their entrepreneurial expertise.
The Takaful fund is managed and administered
on behalf of the participants by a Takaful Operator
who charges an agreed fee to cover costs. These
costs include the costs of sales and marketing,
underwriting, and claims management. Any
claims made by participants are paid out of the
Takaful fund and any remaining surpluses, after
making provisions for likely cost of future claims
and other reserves, belong to the participants in
the fund, and not the Takaful Operator, and may
be distributed to the participants in the form of
cash dividends or distributions, alternatively in
reduction in future contributions.
Depending on the contract the remuneration
given to the operator is in the form of either
a contractually agreed service fee, shared
investment prof it, or the sharing of the fund
surpluses. There is no restriction on the operator
distributing this income to its shareholders.
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Legal structure
There are four main ways to set up a takaful
operation:
1. Nonprof it company: In mutual companies,
policyholders own the company and control
its management. It is hardly feasible in
practice for policyholders to effectively control
the management as they are numerous and
widely scattered geographically, nor do they
perceive themselves as being responsible
in view of their small individual stake in the
mutual. A mutual/co-operative has much in
common with the principles of takaful, such
as membership or ownership, mutual help
and solidarity, and is often regarded as a
perfect organizational f it for a takaful.
2. Commercial company : There are several
ways to establish a new takaful operation in
the commercial (tijari) sector:
◆ Separate stand-alone takaful company or
subsidiary of parent company
◆ Branch of parent company
◆ Takaful
division
under
the
existing
conventional insurance arm (also known as
“takaful window”)
3. Models of Islamic insurance in selected
countries. Key criteria to determine a takaful
company that are often cited as follows:
◆ The company is a legal entity
◆ The company is recognized by the local
jurisdiction as a takaful/retakaful operator
◆ The company places importance
governance by establishing
compliance authority within
the institution or any other
authority.

on shari’ah
a shari’ah
or outside
competent

◆ The company is operating on a variation of
the wakalah, mudarabah model or similar
and uses the tabarru’ contract.
4. Source of capital.

Takaful operational models

•

Several forms of contract or model govern
the relationship between the participant and
the takaful operator in its core functions as
investment and risk manager. The main issues
are basically:

Shari’ah –related/legal: the formal diff iculties
have been resolved, as a waqf fund is a
separated legal shari’ah entity with a right of
ownership (comparable to a corporate legal
entity).

•

Technical: the fund itself would also contain
the seed capital, thereby reducing the need
for interest-f ree loans. However, as the seed
capital for the waqf fund is usually only
nominal while numerous problems related
to shari’ah terms could be solved in this way.

◆ Who pays for the expenses incurred in the
business venture?
◆ Who is liable for any losses arising f rom the
venture?
◆ Who provides the start-up capital for the
operation?
◆ How are prof its f rom underwriting and
investments shared between the parties?
Islamic contract that have been considered are
the following:

1
Takaful Policy

2

◆ Agency contract – wakalah
An Islamic form of contract, in which an agent
(wakil) is authorized to act on behalf of a principal
to carry out a predef ined task, usually in return
for a f ixed compensation, very much like a third
party. This service fee (ujrah) may be pre-agreed
as an absolute f igure or as a percentage of
turnover, but not as a share.

Common

Common

Payout
Claims
Payout

3
Funds Ethically Invested

Common Fund and
Shareholders

4
Surplus

Surplus is distributed to the
participants and the reserves

◆ Joint venture contract (mudarabah)
A form of a partnership contract, in which one
partner provides his skills and work (mudarib)
and the other partner (rabb al-mal) provides
capital. Both share the prof its of the joint
venture in accordance with a pre-agreed ratio.
The compensation cannot be related to the
actual performance of the joint venture.
◆ Joint ownership contract (musharakah)
◆ Performance based contract ( ju’alah)
◆ Guaranteed trust or safekeeping – wadi’ah
yad damanah
Under this model all participants would
cooperate under the ta’awuni model and
contributions would be allocated to the wadi’ah
yad damanah fund. The takaful operator
would be engaged under a wakalah contract
to manage the operation and the wadi’ah yad
damanah fund. The wakil can invest the wadi’ah
fund under a guaranteed safekeeping contract
and enjoy the full investment prof it.
◆ Pious endowment / trust – waqf
The relationship of the takaful operator with the
participants is rather loose and indirect as the
collective of participants is not a clearly def ined
entity. The effects on the takaful operation:

5
Operator’s

Pay for the management
and administration cost

NORMS OF ETHICS IN TAKAFUL
These norms are also applicable to Takaful
contract and are briefly described as follow:
1. Each party in the Takaful contract should be
f ree to accept the terms and conditions of
the contract and no coercion is imposed on
any party.
2. A Takaful contract should be f ree f rom the
element of ‘’riba’’(interest) that is prohibited
by Shariah. One of the major objections on
the contract of conventional insurance by
Sharīah scholars is the element of ‘’riba’’ in
its investments for which it is considered
illegal and unIslamic.
3. There should be no uncertainty or ambiguity
about the nature of the contract. Excessive
uncertainty is not permissible in Shariah.
For example, Sharīah scholars disallow
conventional insurance contracts where no
party clearly knows how and f rom where the
insured amount is going to be paid in case a
loss or catastrophe occurs to the insured.
13

4. There should not be any element of
gambling in the Takāful contract. It means
that a Takaful contract should not be aimed
at getting a huge advantage at the cost of
others. Rather, participants should have
sincere intention of helping each other in
case of loss or catastrophe f rom a joint fund.
amount
for
participants
5. Contribution
should be adequate and fair and should be
determined by actuaries and approved by
Sharīah scholars.

products and company’s performance where
they want to contribute their money.
7. Rights of any third party should not be
adversely affected by Takaful contract
between two parties (participant and Takaful
Company). It means that a Takaful contract
should not be detrimental to any third party.
8. There should be unrestricted public interest
in Takaful contracts which should work for
the benef it of people at large.

6. Takaful customers (participants) should have
equal access to adequate, accurate and
timely market information related to Takaful

Highlights of the TIA
CSR Campaign 2021

Custom branded Ramadhan gifts to show our appreciation to our valuable corporate partners.

Branded dates for the month of Ramadhan.
14
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Personal Image
BY: MOHAMMED GEDI, Elevate Insurance Agency

We can’t help but have an image, and it’s as easy
as A, B, C. I am not talking about the alphabet
in this context but the key areas to think about
when it comes to image which are Appearance,
Body Language & Communication skills.
These are the areas that impact the f irst
impression we make on others and the
perception they form of us. They are the bare
essentials of personal image for you to consider
when you are going to meet a client, a job
interview, or even when meeting your intended.
Think of it as your image checklist that no matter
how much of a hurry you are in, it’s essential to
consult for success.
It really is the small things that make the
difference. You want to avoid any distractions in
a personal or professional context so that people
focus on what you are saying. It’s no good having
a designer suit on if you haven’t bothered with
basic personal grooming.
If you have a goal and dream to build, and
elevate your personal image and brand, then
you have to build on f rom my small checklist
below, whether you are an employee or the CEO,
everyone needs to have an image and make that
image personal.
1. Focal point – before leaving you home,
glance over yourself in a mirror. Where does
your eye go? Are you happy with someone
else’s eye going there, if not what are you
doing about it? First impressions mean the
world. Make sure you are conf ident with your
appearance.
2. Basic hygiene and grooming – making
an effort in terms of hair and nails are all
essential and impactful. If you turn up with
dirty nails, people often will doubt your
capability to do your job, as ridiculous as that
sounds. It’s about being bothered. Always be
clean, and smell pleasant.
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3. Clean and cared for shoes – upon meeting
for the f irst time, people tend to look you
over f rom head to toe. Wear the appropriate
footwear, and ensure the state of your shoes
and socks are always clean and impeccable.
4. Open body language – always make sure
you take up an appropriate space, and you
don’t fold your arms across your body. Be
conf ident, be open and welcoming, don’t
be timid, make eye contact and have a f irm
handshake for those who shake hands and
of course not everyone does for cultural or
other reasons..
5. Emotion in your voice – it is normal for
your voice to change when feeling emotion,
whether we are anxious, happy or angry at
the moment. It is however important that
we maintain our composure by taking a
moment to take a few deep breaths, be
audible, be clear and smile.
6. Posture – Always keep your back straight
when standing or sitting. A slumped posture
may come off as sloppy and disengaged.
Ensure to keep your chin parallel to the
ground.

COVID-19 Pandemic: Implications
for the Takaful Industry
BY: Dr Ahcene Lahsasna - Shariah SC member

The devastating human and social impact of
the COVID-19 pandemic and social-distancing
measures put in place to curtail the spread of
the disease is currently affecting the f inancial
services sector including the takaful industry.
Given the important role of takaful as a tool to
ease the stress and f inancial safety net during
crises, takaful operators have been focusing on
supporting customers and businesses and have
continued to pay claims on many policies. The
direct impact of the pandemic is likely to be
felt across core business lines – namely, motor,
medical/health, property, and liability coverages
considering their sensitive economic conditions.
The sensitivity to the pandemic is greater
for the medical/health business and family
segments, particularly, if the pandemic persists
and results in subsequent waves of mortality
losses. Exclusions are expected to limit COVID-19
pandemic-related losses for takaful operators,
but inconsistency in the treatment of exclusions
could lead to consumer anger and the potential
risk of litigation as experienced in some
countries.
This also has reputational implications if not
properly managed. It is crucial at this time that
takaful operators should make it clear in their
communications, including on their websites
and apps, the different solutions available
to customers, and the scope of their cover,
including the exemptions that apply and the
impact of COVID-19 on their policies. Takāful
operators must adopt a more responsible and
business-sensitive position on the COVID-19
pandemic or risk long-term damage to the trust
and reputation of the industry.
Many supervisors have taken regulatory
actions to support business continuity and fair
treatment of consumers, as well as prioritizing
their monitoring efforts on timely handling
of payment of claims and ensuring operators
have suff icient liquidity. Ultimately, takaful
operators are expected to handle claims with
utmost good faith and to deal with complaints

genuinely, promptly, fairly, and consistently.
Many operators are taking actions to support
customers, for instance, with regards to a grace
period on payment of contributions to assist
consumers affected by the COVID-19, discounts,
fees waiver, and payment deferrals. Taking
into account the anticipated low claim ratio in
motor cover due to a lockdown and closure of
businesses, supervisors have recommended
that operators pass on the benef its of a low
claim ratio to customers by granting a f ree onemonth extension of coverage to customers.
These various measures will help operators and
consumers to cope with the disruption caused
by the COVID-19 pandemic and strengthen the
latter’s conf idence in the industry.
Furthermore, the pandemic is currently
presenting considerable operational challenges
to the takaful operating model in many ways,
similar to the challenges faced in all industries
across the globe. Indeed, it is affecting every facet
of takaful operations – f rom f rontline sales to
underwriting, to back-end policy administration,
to claims management. The behavioral and
economic impact of the pandemic will hinder
takaful operators’ mid- and longer-term growth
and prof itability. The most immediate impact
on the business model is that some functions,
such as claims adjusting, typically require
employee presence in the f ield. Even those
who technically can work fully f rom remote
locations may initially have to struggle to adjust
to this new way of working. Remote working
tends to inhibit cross-functional collaboration
– which is particularly crucial for claims,
underwriting, and actuarial functions. It can
also make decision-making more inconsistent
on multiple levels – f rom executives steering
the portfolio to f rontline workers making claims
and underwriting choices, resulting in higher
leakage and potentially poor results.
During the pandemic, the use of technology ‘contactless’ online purchase and information
acquisition has become a way of doing business,
when in-person communication and the
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traditional agent mechanism are not possible.
Takaful operators are generally starting to
embrace new tools for sales and marketing,
streamlining their processes (such as claims
handling) and offering a smoother customer
experience. Some supervisors, have activated
the electronic payments system to facilitate
payment of claims and benef its to customers
and to enable the online collection of
premiums by working with online payments
companies, using credit and debit cards, as
well as adopting mobile wallets. A similar
model has been used in settling payments
due to service providers, especially in the
medical/health business lines. The issues
of data privacy and cyber risk are also on
the f ront burner. Takaful operators, by
the nature of their business, compile and
aggregate large volumes of data that may
require subscribing to an external third-party
cloud service provider. This presents myriad
risks, including, but not limited to, cloud
concentration risks due to the operational
centrality of computing services. This can
result in an operational halt in the event of
a cyber-attack, data breach, connectivity
breakdown, etc. The effects of such failures
on perceptions of data integrity may also
have implications for public conf idence in the
technology. In addition, there are concerns
relating to mitigating operational risks that
may crystallize f rom using legacy technology
inf rastructure to cope with the rate and
speed of technological transformation today.
It is projected that the cost of global
cybercrime will reach USD 6 trillion by 2021.
While this presents opportunities for takaful
operators to underwrite cyber-takaful as
takaful participants increase their demand
for mitigation of cyber risks, it may also create
the issue of “silent cyber”, otherwise known
as non-aff irmative cyber which describes the
cyber risk that is neither expressly
covered nor excluded in insurance policies,
in simple terms, gives rise to coverage
uncertainty.
(IFSB, Islamic Financial Services Industry
Stability Report 2020).

Takaful &
COVID-19
The effect of the COVID-19 outbreak, which
is fundamentally a health crisis has also
signif icantly affected economic activities. The
measures imposed by country authorities to
contain the virus have led to a sharp decline in
economic activity. The consequential effects on
the f inancial markets represent a signif icant
downside risk to the global economic outlook,
which will inevitably impact the global
insurance sector’s growth and performance.
There is minimal impact expected on the auto
business line taking into account a slow-down
in new car sales. The family segment could
face larger claims if the COVID-19 pandemic
persists beyond 2021. A rise in mortality rates as
a result of COVID-19 related death could spike
claims and benef its accrued. COVID-19 related
losses combined with volatile capital markets
and lower investment returns have weakened
the optimism expressed about the industry’s
outlook. The COVID-19 pandemic has posed
unprecedented challenges to businesses across
the IFSI, including the takaful industry. Takaful
operators have indicated that the pandemic
has hit both their underwriting and investment
portfolios. This is likely to signif icantly impact
earnings, however, it is still unclear just how
big the impact would be for the operators’
balance sheets. Despite the challenges,
Takaful operators have an essential role to play
during a pandemic event such as COVID-19
in protecting individuals, households, and
businesses. Financially, they will need to adjust
their budgets and implementation plans, cashflow expectations, and investment portfolios in
light of recent developments. Generally, takāful
operators are well-capitalized, with sophisticated
risk management capabilities that will enable
them to withstand the shocks associated with
COVID-19. Retakaful/reinsurance entities are
also helped by spreading the risk over a large
part of their books.
(summarized f rom IFSB, Islamic Financial
Services Industry Stability Report 2020).

BY: Dr Ahcene Lahsasna - Shariah SC member
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WALL OF WISDOM
“Your choices and efforts, be they small or
grand, mold and def ine who you are.
Poor choices and minimal effort will result
in the poorest version of you.
Mediocre choices combined with doing
just enough to get by will create a
mediocre you.
To be the best version of yourself, to reach
your greater potential, make the very best
choices possible.
Put forth your highest efforts in
everything.
Be intentionally productive with the time
you have.
Work to do your best!”
― Richelle E. Goodrich, Being Bold: Quotes,
Poetry, & Motivations for Every Day of the Year

Contributed by
Suzy Kimutai
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STATISTICS AND DATA IN TAKAFUL
BASED ON CIBAFI GLOBAL SURVEY
BY: TIA Shari’ah Team

1. Introduction
This Global Takaful Survey 2018 reflects
the perspectives of the heads of 55 Takaful
companies f rom 24 countries globally. Despite
the survey being conducted in 2018, the
information provided is relevant and the trend
since then is still consistent with the data.
2. Types of Takaful Operators

4. Nature of Takaful Operators

With respect to the nature of Takaful operation/
business, more-than-half of respondents have
Composite (both General and Family) Takaful
businesses, while nearly one-third have only
General Takaful, and one-eighth have only
Family Takaful businesses.
5. Total gross annual Takaful contributions

With respect to the type of takaful/retakaful
operation, 58% of the respondents were a fullyfledged takaful company, 16% were a takaful
window, 7% were a retakaful company, 7% were
a retakaful window, and around 2% each were
takaful and retakaful subsidiaries. 7% had ‘Other’
type of operations.
3. Takaful Models

In terms of size, more than 40% of the respondents
had gross annual Takaful contributions in the
range of US$ 11 million to US$ 100 million, and
one-third ranging f rom US$ 1 million to US$ 10
million. Takaful companies with gross annual
Takaful contributions less than US$ 1 million
accounted for nearly one-sixth, while companies
that had gross contributions in the range of US$
101 million to US$ 1 billion were less than 10%.
6. Overall Expense Ratio

Respondents were asked which of the common
Takaful/Retakaful models they used. More than
half use the Wakalah- Mudarabah (Hybrid) model,
one-sixth follow a pure Wakalah (Agency) model,
while about 10% each adopt the Wakalah-Waqf
(Hybrid) model or the Mudarabah (Partnership)
model. The ‘Other’ responses will include those
who do not adopt any of the standard models.
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Respondents were also asked to reveal their
overall expense ratios (a measure of prof itability
calculated by dividing the expenses associated
with acquiring, underwriting and servicing
premiums by the net premiums earned). More
than 40% of respondents said they had expense
ratios of less than 20%, and a further 17% between
20% - 30%. It was, however, striking that a further
17% claimed expense ratios of more than 60%.
7. Average retention ratio

The survey additionally asked Takaful companies
about their average retention ratios, that is
net written contributions divided by total
gross contributions. This is a measure of how
much of the risk is being carried by a Takaful
company rather than being passed to Retakaful
companies. However, investment-based Family
Takaful products will typically have very high

retention ratios, because a substantial part of
each contribution is for investment purposes
rather than to cover mortality risk. Even within
General Takaful, the retention ratio will depend
on the capital resources available to the
company, and also on the volume and volatility
of the business being written. Nearly one-third of
the respondents indicated their retention ratio
to be over 70%, and about a fourth of them had
51%- 70% of their gross contributions retained.
There were, however, signif icant numbers of
respondents with very low risk retention ratios.
Conclusion
The survey provided an overall data perspective
regarding the Takaful industry globally, where
the main areas covered in the survey were:
Types of Takaful operators, Takaful models,
nature of Takaful operators, total gross annual
Takaful contributions, overall expense ratios
and average retention ratios. These aspects of
Takaful gave an overall view on the status of
the Takaful industry and its trends globally. The
current status of Takaful is still consistent with
the overall trends highlighted in the survey.
The Takaful industry is recording slow growth
globally but the industry is still promising and
expanding.

Beautiful Hadith
The Prophet

said:

“Whoever thinks of doing a good deed then does not do it, Allah will write
it down as one complete good deed.
If he thinks of doing a good deed and then does it, Allah (may He be
glorif ied and exalted) will write it down between ten and seven hundred
fold, or many more.
If he thinks of doing a bad deed then he does not do it, Allah will write it
down as one complete good deed, and if he thinks of it then does it, Allah
will write it down as one bad deed”
Sahih Bukhaari (6491) and Sahih Muslim (131)
Our thoughts turn into actions, actions into habits and habits cultivate our
character. How beautiful is the deen of Allah. SubhanAllah! We are also
rewarded for thinking beautifully.
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Break Time!

Contributed by
Esther Kagamba
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JUST FOR LAUGHS
11

1. Can February March? No, but April
May!
12

13

2. Try the seafood diet—you see
food, then you eat it.
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3. Did you hear the one about the
roof? Never mind, it’s over your
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head.
Across

Down

2. Person who sells, services, or

1. The person who identif ies and

negotiates insurance policies either with

classif ies the degree of risk posed by

a company or individually.

the person trying to be insured. They

4. Amount at which an asset can be

butter? Well, I’m not going to go

determine whether or not coverage

bought or sold in a transaction between

spreading it!

should be provided and what the rate

willing parties.

should be

7. The termination of a policy due to

6. I was going to tell a time-traveling

3. A clause in most property insurance

failure to pay the required renewal

joke, but you didn’t like it.

policies to encourage policyholders to

premium.

carry a good amount of insurance. If the

8. Portion of the insured loss paid by

7. How do you deal with a fear of

insured person doesn’t maintain the

the policyholder

speed bumps? You slowly get over

amount specif ied in the clause (usually

9. Insurance that will cover an

it.

80%), the insured person will share a

employer’s liability for injuries or death

higher proportion of the loss.

to people in their employment

8. I’d avoid the sushi if I were you.

5. It is a state assistance program, to

11. Uncertainty including the possibility

It’s a little f ishy!

provide hospital and medical expense

of loss by an unexpected event for

insurance to people over 65 years of age.

which insurance is used for.

9. What do houses wear? An

6. The date when an insurance company

12. Money charged for the insurance

address.

issues a policy.

coverage reflecting expectation of loss.

10. Business person who analyzes the

13. Homeowners insurance sold to

10. What did the two pieces of bread

probabilities of risk/risk management.

say on their wedding day? It was

tenants living in the described property.
14. Physical injury that can include
sickness/disease to a person
15. The amount that has to be paid by
the insured person during a calendar
year before the insurer is responsible for
more loss costs
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4. What’s brown and sticky? A stick.
5. Did you hear the rumor about

loaf at f irst sight.
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