< %%

>t
79 st Com
Gulf University for Science & Technology
Islamic Banking and Finance (FIN 351)
37 Midterm Exam, Spring 2014/15
Tuesday, 22" Dec., 2015
True/ False .
(A =True'& B = False on scantron sheet)
Comb S el u—,,'.\f)\
A~
O 3 e,}/ Mltlgatlon of risk while carrying out commercial activities is not permissible in Islam. ‘5—-

o & Premiums paid by takaful policyholders are considered as donations towards the common cause to

~ assist those members who suffer any loss. T
j/ Islamic law restricts the role of the insurance company to merely an operator who is appomted fo
~ manage the poxtfoho and invest the insurance contribution for and on behalf of the participants. -
A Thete are two main parties in the conventional insurance: the insurance company and the operator. ¥~

.57 The parties in takaful are many and the participants insure one another against any loss and this is
carried out mutually. T

67 The Takaful operator manages the investment activities of the Takaful fund through Mudarabah
- e eontracts only: F- - - - — oo .
1. The Hybrid model includes Mudaraba and Musharaka. f

8" In conventional insurance the underwriting surplus belongs to policyholders. F.
8 _ In Takaful insurance the underwriting surplus is used to pay back debts and build reserves. 7}
.JO'. Through Tabarru contracts we avoid the Gharar element in Takaful insurance. T
A Two-tier structure is used when the Takaful is used for commercial purpose. T
127 The Takaful operator provides Qard Hassan to the Takaful fund whenever the need arises. |
8. The Takaful operator manages the investment activities through Musharakah contracts. F
J4 The Hybrid model includes Mudaraba and Wakala. “T
5. Most of the time the underwriting activities are done by the TO through Wakala contract. T
16’ Takaful Operator is a company owned by shareholders. 1
7. Malaysia was the first country to establish a Takaful firm in 1970’s. F
1871n contrast to the Anglo-American model of corporate governance, the Franco-German
model emphasises the interests of the shareholders. F~
9. The ‘Franco-German model incorporates the interests of shareholders and non-shareholders
but w1th more emphasis on the non-shareholders who are considered as the stakeholders. T
20 Th ‘Arnglo-American model is closer and of more relevance for Islamic finance as it aims
_tojalign management’s interests with shareholders’ interests. ¥
21 Uri r-the Islamic paradigm of corporate governance only selected stakeholders such as
executlye management are able to serve on the Shari‘ah supervisory board to ensure
t-‘r insparency, accountability, fairness, and mutual consultation. F
22 Accountabﬂlty in business transactions includes true and fair disclosure and transparency
e) that the interests of all stakeholders, particularly management and employees, will be
plotected F
23 IFSB and AAOIFI standards are intended to guide conventional, as well as Islamic
ﬁnan01al institutions across the world, to be more competitive. E
74 The 1ole of corporate governance in Islamic financial institutions includes establishing a
harmomous relationship among the shareholders, board of directors, management,
stakeholdels and, above all, with God. -}
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25, Shari‘ah governance and corporate governance are so close and cannot be separated in an -
Islamic corporate entity. T

28. The primary objective of Shari‘ah audit in corporate governance is to ensure the compliance
of Islamic financial institutions with the Shart‘ah board verdicts. T

27 The Shar1*ah system of governance was introduced to replace the corporate governance of

, conventional financial institutions. ' _

]’§ The institutionalisation of Shari‘ah governance in Islamic financial institutions is carried
out thirough hisbah and collective ijtihad models. T

29. The function of the Shari‘ah supervisory board is linked to its advisory role in ensuring
‘Shari*ah compliance of new products. " ‘ '

30 Diverse approaches for corporate governance in IFIs are adopted in different jurisdictions. V-

Multiple Choice

__,3'(1. Which ONE of the following BEST describes the two-tier structure of a General Takaful
undertaking? . .
L. The structure consists of underwriting and investment funds which
belong to the policyholders
¢2¢ The structure consists of funds which belong to the policyholder and a
company with share capital manages the underwriting fund
3.  The insurance operator can manage the capital backing for the fund’s
T structure either on a Murabaha basis or Wakal basis
" A, The insurance operator always has to segregate the policyholders’
P funds from its d6wn fund
@fifWhich ONE of the following statements explains the technique used in Takaful to avoid
*  Gharar? :
{7 The owners of the Takaful company are policyholders.
«B@Péligyhblders donate their premium to the Takaful company.
G/ The owners manage themselves the Takaful company.
D/ The funds of the Takaful company aie invested in non-interest bearin g assets

V’_{?». . Which ONE of the following statements concerning the utilization of the underwriting
surplus of a Takaful company is FALSE?
A/ The surplus is used to build up reserves.
B/ The surplus is distributed to the policyholders.
yhevsurplus is used to re-pay Takaful loans.
B/ The surplus is used to pay the management fees.

e
<34. SHow will the underwriting surplus be applied?
I/ to repay Qard Hassen from operator
11/ to build up reserve
I/ to distribute to participants
‘ A/ Tand Il
B/ I and I
C/ 1l and I
I, 1T and 111



. 4,3‘% - Which of the following relate to Islamic insurance contract?

I/ Tabarru’
11/ Qard Hassen
1Il/ Wakala

. TV/ Mudaraba

A/land Il only
B/ 1l and 111 only
C/1and l only
D/ 1l and 1V only
SZ L 1 and 1V

£ C .
A6. Major definitions of corporate governance are given by:
-

40

-

- - Thefollowing are conmon features shafed by thi¢ fajority of corporate governance'

a) Organization for Economic Corporation and Development (OECD)
b) International Chamber of Commerce (ICC)
¢)  the Cadbury Report

all of the above

definitions EXCEPT:
a) a system of relationships defined by structures and processes
b) relationships with different and in some cases contrasting interests
,6§ - stakeholders, by and large, play a passive role in the direction and control of the
coooocompany----- - cee-ooo oo
d) rights and responsibilities are properly distributed among the stakeholders

R defined Corporate Governance to be “a set of relationships between a
company’s management, its board, its shareholders and other stakeholders. Corporate
governance also provides the structure through which the objectives of the company are set,
and the means of attaining those objectives and monitoring performance are determined”.
2 Organization for Economic Corporation and Development (OECD)

b) International Chamber of Commerce (ICC)
c) the Cadbury Report
d) none of the above

The Anglo-American model accomplishes its scheme though a number of mechanisms
such as:

a) shareholder representation on the Board of Directors
b) manager compensation scheme
¢).  external market discipline

\,,d)i’ - all of the above

Which on§ of the following models tends to emphasise the stakeholder-value system?
a)  theé Anglo-American model

b) _ the middle Eastern model
«&¥”  the Franco-German model
d) . the Southeast Asian model
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Fﬂl the Blanks

1. In Takaful, the contributions of th€¥fsured to the Takaful underwriting fund are made with the
intention of Sote contract. donafiam

2. Under two- tlel Takaful stluctu/revhé Takaful underwriting fund will be managed by

{w’ ¥ n"i‘ o P
3. Whenever there is deficit in the underwriting fund, the * ‘\_"- ~u TRy :f"‘x provides back-up
T \
capital.

4. There are 3’possible legal models that organize the relatxonshlp betwgefi TO and Takaful
underwriting fund:- Pure Mudaraba model, 3 f)!_.z\ g, 2dnigAis _fiodel, and Combined
model.

5. In Takaful the underwriting surplus belongs to ;xm\ el b A5 v .

6. The Islamic insurance/ Takaful functions on ‘{\,;f: . Eup / structure to separate

the underwriting fund from the Takaful
7. The first Islamic insurance/ Takafu

erator’s fund.

ompany was established in 1979 in _au- i

is a legal entity that is separate anc\i/dlst\Ct from its
owners, (‘Jorporations enjoydﬁ)st of the rights and responsibilitje§ that an individual possesses; that
is, a corporation has the right to enter into contracts, loan a,
employees, own assets and pay taxes. The most impor
ltability. :

9. Falewta’ie s is a system of rules, practices and processes
by Wthh a company is dnected and “controlled. Corporate governance essentially involves
balancmg the interests of the many stakeholders in a company - these include its shareholders,
management customers, suppliers, financiers, government and the community. Since corporate
govex nance also provides the framework for attaining a company's objectives, it encompasses
practlcally every sphere of management, from action plans and internal controls to performance
ez '_urement and corporate disclosure.

10. Gu1dmg Principles: IFSB-10 for Shari'ah Govemance Sysgefns for Institutions Offering Islamic

F%nanmal Services was issued by 1 e in 2009.
AR

et oum
8. Coprn¥ o5 b e

borrow money, sue and be sued, hire
t aspect of a corporation is limited




