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Islamic finance is a type of financing activity that 
must comply with Shariah (Islamic Law) (CFI, 
2015). It generally includes basic issues such as the 
prohibition of Islamic financial trade, which 
includes riba (interest), garar (uncertainty) and 
maisir (gambling), which must adhere to the 
principles of Shariah (Hassan, 2011). Besides, 
Islamic financial institutions should also apply 
Islamic business ethics and norms such as the 
principle of justice, the fulfilment of signed 
agreements, the principle of cooperation, the 
principle of poverty eradication, the free market 
principle, affordable prices and avoidance of harm 
(Ayub, 2007).

Islamic finance in Malaysia began with an Islamic 
savings institution known as the Pilgrims 
Management and Fund Board (Lembaga Tabung 
Haji) in 1969. Since the establishment of a 
Sharia-compliant financial system in Malaysia as an 
alternative to riba and conventional banking with 
benefits factors, the intellectual debates certainly 
developed on the subject of the muamalah. As 
awareness of Sharia-compliant finance increased, 
step-by-step approach was implemented to develop 
a comprehensive Islamic financial industry. The first 
full-fledged Islamic bank was established on the 
back of the Islamic Banking Act 1983. Introduction 
of Islamic “windows” which allow conventional 
financial institutions to offer Shariah compliant 
banking products and services enabled the Islamic 
banking industry to grow organically. This has 
spearheaded the creation of a dual-financial system 
where Islamic finance operates alongside the 
conventional financial system. The launch of an 
Islamic interbank money market in 1994 allowed 
the Islamic banking industry to continue to flourish 
(MIFC,2017).

In the Islamic finance industry in Malaysia, it is 
necessary to consult a Shariah Advisory Council 
(SAC) regarding muamalah. Shariah Advisor has 
roles to play in ensuring that products and services 
are compatible with Shariah. The Act of the Central 
Bank of Malaysia 2003 has been recognized as the 
highest authority that determines the Shari'a 
Advisory Council (SAC) in Malaysia's Islamic 
finance issues. Shariah Governance in Malaysia 
guides by two important legislation & guidelines 
which are Central Bank of Malaysia Act 2009 and 
Shariah Governance Framework for IFIs.

The discussion among the members of Shariah 
Advisory Council of the Central Bank of Malaysia 
(SACBNM) does not limit the references to certain 
mazhab and takes into account the views of all four 
mazhab. The views of contemporary Islamic 

scholars are also taken into account to strengthen the 
discussion. The results of the SACBNM’s 
discussion are collected in a book titled "Shariah 
Resolutions in Islamic Finance" published by the 
Central Bank of Malaysia. This decree was 
published as a very important reference for 
practitioners of the Islamic finance industry, courts 
and arbitrators. All Islamic finance institutions, 
courts and arbitrators comply with the requirements 
of this Law, which requires all practitioners to refer 
to SACBNM for issues or proceedings related to 
Shariah matters in the Islamic finance sector.

These Islamic Finance Shariah decisions are 
thematically organized and classified into several 
sections. It consists of six sections: Islamic Banking 
Products, Takaful, Money Market Instruments, 
Shariah Agreements / Concepts, Liquidation of 
Islamic Banking Institutions and others. Each 
chapter discusses issues raised by Islamic financial 
institutions to appeal to the Shariah Advisory 
Council of the Central Bank of Malaysia. Subjects 
are then discussed in depth by members of Shariah 
Advisor, who are appointed according to their 
expertise in specific areas. Following the debate, the 
members of the Shariah Advisory Council will 
decide on a final decision based on the main sources 
(Qur’an and Sunnah), the appropriate jurisprudence, 
and the fatwas of contemporary scholars.

As mentioned before, SACBNM also serves as a 
reference point for courts and arbitrators, as 
explicitly stated in chapters 56 and 57 of the Bank 
Negara Malaysia Act 2009. To meet these demands, 
the Malaysia’s judiciary system has set up special 
courts for Islamic financial cases in an effort to 
ensure such cases are managed systematically and 
efficiently. The special court is attached to the 
Proceedings Division of the Kuala Lumpur Malaya 
Supreme Court, which was established in 2003.

As regards the appointment of members of the 
Sharia Advisory Council, there are several criteria 
set in the appointment of members. Among the basic 
criteria, the person must be a Muslim. This is 
because the interest in Islamic finance among 
non-Muslims and its graduates are increasing (M. 

Amanullah, 2015) Therefore, it is important to prevent 
non-Muslim graduates from becoming a member of 
the Shariah Advisory Council. Also, the individual 
must have a strong command of the Arabic language 
and a good understanding of Malay and English. 
Arabic is important because it is the main source of 
Shariah. Meanwhile for English,  it is important 
because the decisions of Islamic financial 
institutions are written in this language (M. Amanullah, 2015).
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One of the methods used in making a decision is 
talfiq. Talfîq based on dictionary means "to sew, to 
patch, to add", whereas in term of fiqh it means "to 
form the verdict of an issue by using elements 
selected from more than one mazhab" (Kaya, 2011) The 
use of the concept of talfiq is widely used in the field 
of muamalat to provide systematic solutions to all 
problems that arise in modern businesses. For 
example, Talfîq is used for musharakah, murabahah 
al-amir bi al-shira and the purchase and sale of 
waqaf properties (Jamaludin and Buang, 2019)

Apart from this, tahyîr is also one of the methods 
used in the problems of fiqh and economics. The 
word tahyîr, which means “allowing a person to 
choose between two or more options” in the 
dictionary, and is used in different contexts 
following its lexical meaning in usl-i fiqh and fiqh. 
The need and imagination deriving from the same 
root are "wanting and choosing the better of the two 
situations'' (in the same sense, "hıyar" / 
"imagination" is used), hîr / hıyere / hayre 
"choosing" and "chosen''. It means to want the work 
to be done in the way that is auspicious in the sight 
of Allah. Tahyir's modern process is used in the 
problems of Ijarah Thumma al-Bay', Bay' 
Murabahah, Bay' Bithaman Ajil, Bay' al-Inah, Bay' 
al-Dayn and Bay' Salam (Nurji and Farzana, 2019) In such 
questions of creed and imagination, adherence to the 
previously adopted mazhab of thought is not 
entirely abandoned; it is more appropriate to think 
that their methodology is tahyir or ijtihad intika’i 
rather than talfiq. The modern trends of ijtihad in 
Islamic finance also exhibit that among the various 
views of classical scholars, legal provisions are 
sometimes obtained by the method of choice (Khan, 

2013)

In conclusion, the Shariah Governance 
establishment is a crucial part to ensure that Islamic 
finance in Malaysia keeps growing bigger. In fact, it 
has become a necessity to ensure the 
implementation of the Islamic financial industry is 
within the current financial framework. In the joint 
application of this jurisprudence, scholars and 
consultants must have a clear Shariah mindset, in 
order to get the accurate and comprehensive 
understanding of the financial industry. From the 
smallest technical issues and micro-implementation 
methods to important and key issues such as policies 
and the goals of today's world banking and finance. 
This is because Shariah is not separate from human 
life. In fact, Shariah is what should be the lifeblood 
and mainstream of universal human life. In line with 
this, Islamic finance could be a mainstream 
phenomenon that includes transactional activities 
for local and international communities.
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