Do You Know

Wakala?

It is an authorisation given by party (A) to party (B)
to act on behalf of party (A) on things/deeds which
are acceptable, from a Shariah standpoint. The basic
elements of Wakala include the form, the subject
matter and the two parties to the contract ie, the
Wakeeland the Muwakil (the agent and the principal).

Types of Wakala:
1. Restricted Wakala:

Is where the principal authorises the agent to act on
the principal’s behalf in a certain matter. For example,
to invest in real estate only, to receive cheques
without cashing them or to open an account without
withdrawal etc.

2. Non-restricted Wakala:

Is where the agent has the full authority to act on the
principals behalf as if the principal is doing it. This will
however still be restricted by customary practices and
the agent acting in the principal’s best interest.

Conditions:

1. The principal and the agent should have the
legal capacity to enter into a Wakala contract.

2. The principal shall own the assets / services,
which are the subject matter of a Wakala and
should have the right to dispose of the assets /
services, in question.

3. The agent shall know the purpose of the Wakala
and be qualified to act.

4. Thereis no Shariah issue on the subject matter of
the Wakala such as trading in what is prohibited
by Shariah.

Wakala in Banking (Deposits):

It is an Islamic contract, where the customer (Muwakil)
provides the capital and authorises the bank (Wakeel)
to carry out Shariah compliant investment activities for
returns and profits.

Before signing the Wakala contract, the customer and
the bank agree in advance on the expected profit ratio.

Conditions:

1. The Muwakil must be the owner of the funds.

2. The Wakeel should know the Wakala and agree
to its terms and conditions.

3. Investment duration and expected profit should
be determined.

4. Its permissible to give an additional profit
generated on top of the agreed profit amount to
the Wakeel, as a performance incentive.

The Wakala will be terminated on:

1. The death of either the Muwakil or Wakeel.

2. The mental disqualification of either of them.
3. The bankruptcy of the Muwakil.
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The end of the Wakala term or purpose.
Usage:

Wakala can be implemented in all of an individual’s
financial activities. For example, buying commodities
or any other Shariah compliant activities.

All Shariah financial transactions must comply with
the provisions of Shariah rules and regulations and
are essentially governed by 3 key principles:

1. All types of buying and selling is permitted unless
the traded commodity violates Islamic rules

(for example alcohol, pork, tobacco).

2. The prohibition of interest, ambiguity (absence of
full commodity description) and / or deception

(i.e,, defects in the commodity are hidden / disguised).

3. The prohibition of the sale of what you do not own.

If you require further information required on the
Islamic products, kindly contact us on: SCB@GIB.COM
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