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Is it Important to ascertain the level of Shari’a
compliance of IFIs and why?

e The assessment of level of Shari’a compliance is
Important to investors and depositors, and to the
regulators

« Depositors and investors choose IF1 for business to
conform to their faith. Regulators expect IFIs to meet
regulations of compliance with Shari’a

» A rating provides a credible assessment of level of
compliance
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Is it possible to assess the level of compliance?

* Yes, It Is possible to do a thorough assessment with a
well-defined and comprehensive rating process
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Is It Important to be transparent about the level of
compliance?

e Transparency in Shari’a compliance is important for
healthy competition and for growth of IFIs on a
qualitative foundation
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WHho i1s best suited to do this assessment?

e The limited role assigned to external Auditor versus
comprehensiveness of the rating agency’s process and report

Auditor’s Report - Contents

Financial Statements:

* Present true and fair view of operations, cash flows, sources and
uses of charity funds, gard funds and zakat, changes in owner’s
equity and restricted investment accounts

e Conform to AAOIFI standards and guidelines of Shari’a
Supervisory Board

e As of a particular date
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Shari’a Quality Rating

AAA (SOR): In IIRA’s opinion, an entity/instrument rated AAA (SQR) conforms to highest level
of standards of Shari’a requirements in all aspects of Shari’a quality analysis.

AA (SOR): In IIRA’s opinion, an entity/instrument rated AA (SQR) conforms to very high level
of standards of Shari’a requirements in all aspects of Shari’a quality analysis.

A (SOR): In IIRA’s opinion, an entity/instrument rated A (SQR) conforms to high level of
standards of Shari’a requirements and has very few weaknesses in some areas of Shari’a quality
analysis.

BBB (SOR): In I[IRA’s opinion, an entity/instrument rated BBB (SQR) conforms to moderately
high level of standards of Shari’a requirements and has few weaknesses in some areas of Shari’a
quality analysis.

BB (SOR): In IIRA’s opinion, an entity/instrument rated BB (SQR) conforms to satisfactory
level of standards of Shari’a requirements and has some weaknesses in some areas of Shari’a
quality analysis.

B (SOR): In IIRA’s opinion, an entity/instrument rated B (SQR) conforms to adequate level of
standards of Shari’a requirements and has weaknesses in some areas of Shari’a quality analysis.
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[IRA’s Comprehensive Evaluation Criteria

1. Shari’a Committee

2. Internal Shari’a Control

3. Accounting Standards

4. Training and Human Resources
5. Zakat

6. Social Impact

/. Modes of Financing

8

. Identity and Corporate Image

Considerations
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Teaser for Islamic investors

Would you prefer to deal with an institution which
discloses its Shari’a Quality Rating or an institution which
simply claims to be Shari’a compliant?
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Thank You

Please visit our website www.iirating.com for information on rating
methodologies and rating scales

Contact Details:

Jamal Abbas Zaidi
Chief Executive Officer
Islamic International Rating Agency

Telephone:  +973 17211606
Fax: +973 17 211605
Email: jamal.zaidi@iirating.com
Webpage: www.lirating.com
Address: P.O. Box 20582

Manama

Kingdom of Bahrain
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