Central Bank of Bahrain

Resolution No. (20) for the year 2015 in
Respect of the Establishment of a
Centralized Shari’a Supervisory Board

The Governor of the Central Bank of Bahrain:

After reviewing the Central Bank of Bahrain and
Financial Institutions Law promulgated by
Legislative Decree No. 64 of the year 2006 ('CBB
Law"),

And based on the presentation of the Chairman of
the Regulatory Policy Committee at the Central
Bank of Bahrain,

has resolved the following:

Establishment of the Board
Article 1

A “Centralized Shari’a Supervisory Board”,
hereinafter referred to in this Resolution as “the
Board” shall be established, performing under the
authority of the Central Bank of Bahrain hereinafter
referred to in this Resolution as “the CBB”).

And the Board shall have its office at the Central
Bank of Bahrain.

Objectives of the Board
Article 2

The CBB aims to achieve the following objectives
through the Board:

1. Develop the Islamic financial services sector.

2. Develop and implement unified Islamic Shari’a
standards and practices across the Islamic
financial services sector.

Duties and Functions of the Board
Article 3

The Board shall study and provide Shari’a
pronouncement or Shari’a opinion, as appropriate,
regarding the following issues:
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New products proposed by Islamic financial
institutions and Islamic windows of conventional
financial institutions in the Kingdom of Bahrain.
Sukuk and other financial instruments issued by
the Central Bank of Bahrain which comply with
Islamic Shari’a.

Initiatives to develop the Islamic financial
services sector and other initiatives aimed at
strengthening compliance with Islamic Shari’a
Principles in the Islamic financial services sector
in the Kingdom of Bahrain .

Rules and regulations proposed by the CBB for
the Islamic financial services sector.

Issues referred to the Board by the Bahraini courts
and other governmental bodies in respect of legal
cases related to Islamic financial services sector.
Issues assigned to the Board by the CBB on
internal and external Shari’a audit and Shari’a
review of Islamic financial institutions and
Islamic windows of conventional financial
institutions in the Kingdom of Bahrain.

Conditions for Board Membership
Article 4
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A Sharia Board Member shall meet the following
criteria:
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1. Minimum age of forty Gregorian years at the
time of obtaining Board membership.

2. Have at least a Bachelor degree (or its
equivalent) in Islamic Shari’a.

3. Have a certified degree in the field of Usul
al-Figh (rules of Islamic jurisprudence) and
Figh al Muamalat (Islamic commercial
jurisprudence).

4. Have knowledge in banking, finance, law and
accounting.

5. Have experience of no less than seven years
in issuing Sharia pronouncement in Islamic
financial institutions or Islamic windows of
conventional financial institutions in the
Kingdom of Bahrain.

6. Have a good conduct and reputation, and
recognized for honesty and integrity, whether
in their professional business or their
financial dealings and not previously been
convicted of any moral turpitude felony or
crime.
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Formation of the Board and Term of
Membership
Article 5

The Board shall consist of the Chairman, the Deputy
Chairman and at least three other members.

The Board shall have a Board Secretary, who shall
be an employee of the CBB, who will assist the
Board in its administrative matters.

Article 6

The appointment of the Board members and the
Board Secretary shall be by a resolution issued by
the Governor of the CBB. The Board Secretary must
be an employee of the CBB.

Article 7

The membership in the Board shall be for a period of
three years renewable for similar periods by a
Resolution of the Governor of the CBB.

Duties and Functions of the Chairman of the
Board and Board Secretary
Article 8

The Chairman of the Board shall run the Board and
ensure the carrying out of its duties and achieving its
objectives in a manner consistent with the rules and
procedures stipulated in this Resolution and shall
also distribute the work among the Board members
based on the nature of work and desired outcome
from such work. The Chairman may also delegate
the duties and functions assigned to him or to the
Board to one or more Board members.

Article 9

The following functions shall be performed by the

Board Secretary:

1. Preparing the proposed agenda for the Board
meetings and presenting them to the Chairman of
the Board for his approval.

2. Sending invitations for attending the Board
meetings on behalf of the Chairman of the Board.

3. Recording, numbering, organizing and filing
Board meeting minutes, for reference whenever
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necessary.

4. Numbering and maintaining records of the sharia
pronouncements, resolutions and
recommendations of the Board and filing its
documents and records for reference whenever
necessary.

5. Performing all tasks and duties assigned by the
Chairman of the Board.

Conflict of Interest
Article 10

The Board member must disclose in writing to the
Chairman of the Board, prior to the Board meeting,
any direct or indirect personal interest that may
conflict with the Board Member’s membership
requirements regarding an issue to be presented to
the Board and he may declare such conflict verbally
in the Board meeting and record it in the minutes
prior to considering such issue.

And the Chairman of the Board shall decide whether
or not it is appropriate for such Board member to
attend the Board meetings when considering the
issue which is the subject of the conflict.

Binding Nature of the Sharia Pronouncements
and Opinions of the Board
Article 11

In case of a conflict between the opinion or
interpretation of the Board and a Shari’a Supervisory
Board of Islamic financial institutions or Islamic
windows of conventional financial institutions in the
Kingdom of Bahrain with respect to issues related to
Islamic financial services, the opinion of Board shall
prevail.

In all cases, Islamic financial institutions and Islamic
windows of conventional financial institutions in the
Kingdom of Bahrain must comply with the Sharia
Pronouncements and opinions issued by the Board in
relation to the Islamic financial services sector..
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Termination of Board Membership
Article 12

Board membership shall be terminated in the
following cases:

1. If the condition stipulated in paragraph (6) of
Article 4 of this Resolution is no longer met.

2. If a Board member failed,(without an excuse
acceptable to the Board) to attend two thirds
of the scheduled Board meetings, as per the
operational procedures provided in Article 13
of this Resolution.

3. If it was proved to the CBB that the Board
member is involved in any unethical or
illegal activity including violating any of the
requirements and standards of the financial,
banking or institutional regulatory system.

4. If it has been made known to the CBB that
the Board member has been terminated from
his duty as an employee or a manager at any
institution due to fraud or misrepresentation
or misappropriation /bad credit whether such
termination was before or after obtaining
Board membership.

5. If a Board member uses any confidential
information obtained or accessed by him by
virtue of his membership in the Board in a
manner that violates the requirements of his
membership in the Board or causes
harm/damage to the party concerned with
such information.

6. If a Board member submits his resignation in
writing to the Governor of the CBB.

In cases where a Board member’s position becomes
vacant due to death or any other reason indicated in
the items mentioned above, a replacement shall be
appointed in the same manner in which the original
appointment was made and the new member shall
complete the former member’s term.

Other Rules
Article 13

The Board shall issue — in its first meeting — the
internal rules for its operational procedures which
shall be consistent with the provisions of this
Resolution.
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Article 14

In order to achieve its objectives and in reaching the
Sharia Pronouncements and opinions that are based
on Islamic Shari’a rules and principles in respect of
issues presented to it, the Board may consult with
those of expertise and specialization whether inside
or outside the Kingdom of Bahrain.

The Board must take into account the economic and
social and other aspects that relate to the issues
presented before it and must bear in mind the
purposes of Islamic Shari’a regarding such issues.

Article 15

The CBB shall bear all costs related to the activities
of the Board.

The Governor of the CBB shall set the remuneration
for the Board members and the Board Secretary, and
such remuneration must be disclosed in the CBB’s
annual report.

Article 16

All provisions contained in other resolutions that
contradict the contents of this Resolution shall be
repealed.

Article 17

All relevant Directorates of the CBB shall implement
this Resolution, and it shall come into effect on the
day following the date of its publication in the
Official Gazette.

The Governor of the Central Bank of Bahrain
Rasheed Mohammed Al Maraj

Issued on: 3 Rajab 1436 H
Corresponding to : 22 April 2015
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