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PROPOSED RETIREMENT FUND FOR THE ULAMA.

Alhamdulillah, it is the grace of Allah Ta’ala that Allah Ta’ala has blessed our country with many
Darul Uloom’s who produce many Ulama every year. The number of Ulama in our country has
increased at least five times more in the past two decades.

Whilst we value the great number of Ulama, their talents and their great services, we also have to face
certain realities and challenges. The job opportunities for Ulama at Darul Ulooms, Masajid, Madaris
Jamiat’s and other institutions are restricted. Many Ulama search for avenues of employment. When
they are unsuccessful, they resort to some business venture. Some Ulama have financial support from
their families. However, there are many Ulama who do not enjoy that privilege. OusDarul Uloom’s,
Madaris and Jamiat’s rely on public funding and are limited in their financial resources. We also
witness a high level of economic inflation that affects everyone, the donors, the employed and
unemployed. I have also observed that many elderly Ulama experience health related problems. The
medical expenses put an enormous financial burden on an individual, especially if it is a chronic
illness or specialised treatment is required.

It has always been my Dua and wish to create a financial support system for our Ulama. The Darul
Iftaa has designed a retirement fund with a reliable Asset Management Company. We presenited our
needs to them and spent considerable time from the beginning of this year in designing a special

package for the Ulama. %

ount could be

Iso be divided

A member will be required to pay a minimum monthly premium of R300. This
contributed by the employer (Darul Uloom, trustees etc.) or the contributions
by the employer or employee, for example 50% each.

'v._— ]

The Asset Management Company will be the manager of the fund and invc'f&arious Shariah
compliant investment portfolios. ——

The Darul Iftaa is privy to those investment portfolios and confirm them to be Shariah compliant.
The moneys will remain in investment till the age of 55. A member will not be allowed to withdtaw
his contribution and profits till then. Upon maturity, he will receive 1/3 pay-outand 2/3 will be
reinvested in another investment scheme that will yield further monthly income.

We have discussed this investment scheme with many Ulama who supported our initiative. We did
raise our concern about differences of opinions on shares. We were advised that the academic
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intricacies should not hinder this initiative especially in view of many competent reliable muftis
permitting shares and the need for such an initiative.

While there are other investment portfolios, the Darul iftaa’s focus was on the security of the fund
and long term benefit. We therefore considered investing through a reliable and competent Asset
Management Company.

We are also designing a Baitul Maal based on a Waqf design for the benefit of the widows and children
of Ulama. That is a cumbersome process and will take a few months before finalising.

Once we have finalised the retirement investment structure, we will inform the Ulama and the public
accordingly. We will also ask the various Institutions to enroll their Ulama into this fund.

We humbly request the Ulama and responsible people of the community for your duas on the success
of these two important initiatives.

HEREUNDER IS A FAQ OF THE FUND:
What is a retirement annuity?

- Itis a long-term savings vehicle whereby the monies are only accessible when an individual
turns 55.

What is the minimum preminm?
- R500 per month, we are negotiating for the amount to be decreased.
How do the monies get paid out upon maturity?

- According to the current legislation, one thitd gets paid cash and the remaining two thirds will
be used to pay an income annuity to the client. If the entire amount is less than R24;500, then
the client can access the entire investments value free of tax.

7

Is an RA Shariah compliant?

- The undetlying portfolio demands where the monies areactually invested and if the underlying
companies target is permissible or not. The Darul Iftaa confirms them to bE’ ariah compliant.

Who can pay for an RA2 ~———

7
&‘ployer). il

- The premiums are tax deductible and R500000 of the one third of the cash pay-out portion
will be tax free upon retirement at age 55.

- An RA can be paid for by the individual himself (employee) or an ins

What are the tax implications of an RA?

What if an Aalim quits his current job?

- His investment is still secure and he can continue when he does find employment.
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What happens if an Aalim does not pay for a certain period?
- The fund continues to grow with the previous premiums.
What happens to your RA when you die?

- The full value of your investment will be paid to your heirs according to the parameters of
your last will and testament.

What are the fees for the investment?

- We charge 1% upfront and 1% ongoing fees. These fees are below industry norm are have

il

been adopted to cover admin costs. |
How is my investment protected and secured?

- The investment shall be placed in an Asset Management Company which is currently the
largest asset manager in Africa by Assets Under Management (AUM) and is governed by the
Financial Board of South Africa. Furthermore, the fund is audited by SNG auditors.

What will be an estimate of the returns at the maturity date?

- Fora period of 25 years with a premium of R500 one will contribute R150,000 which will yield
approximately R700,000. 33% of this amount will be paid and the rest will be re invested.

SHARIAH ANALYSIS OF THE FUND.

If the employer invests on behalf of the employee, this will be considered a gift to the ercr’lployee. i
The Asset Management Company will be appointed as the wakeel of the employee in aecepting the
gift and investing the amount. v

If the employee also invests, he will be making the Asset Management Company ?é wakeel directly
to invest. Millviillvii]

All the investors will be shuraka. I’

The Asset Management Company will charge a fee for their services of Wak@
(Mufti)Ebrahim Desai
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