National Zakat
Foundation™

Zakat Distribution
Policy Document

Version 1.2020

Prepared by Mufti Faraz Adam,
National Zakat Foundation Worldwide

DISCLAIMER: This is a working document and is subject to change. Ensure you have the
latest version which is available on the National Zakat Foundation website.




Contents
Framework overview

Zakat Funds

NZF Eligibility Criteria for the Zakat Funds

Zakat Eligibility Documentation

Fixed Costs, Operating Expenses and Overheads
Zakat Administrator Salaries

Best Use of Zakat Funds

Custody of Zakat Funds

Zakat Distribution Method

10.  Zakat Grant Volume

W ©® N o Uk W N

11.  Audit and assurance
Appendix 1: Hardship Relief Fund

Appendix 2: Housing Fund
Appendix 3: Work Fund
Appendix 4: Education Fund
Appendix 5: The Wakalah Model




PES [V PV | PO

Framework overview

National Zakat Foundation UK (“NZF”) uses the Hanafi Figh criteria in managing and
distributing Zakat funds.

Any applicant must be regarded as Fagir (poor) according to the Hanafi definition of
poverty.

Zakat Funds

NZF distributes Zakat to applicants through four funds:

Hardship Relief Fund [see Appendix 1]
Housing Fund [see Appendix 2]

Work Fund [see Appendix 3]
Education Fund [See Appendix 4]

These funds are there to assist in streamlining the process and make it more
efficient. It also assists applicants in giving clarity in exactly what type of support is
offered at NZF.

A Zakat payer can allocate his Zakat across the funds as he pleases.
In the Hardship Relief Fund, Zakat is transferred to the applicant’s bank account.

In the Housing Fund, Zakat is paid to the landlord directly on your behalf. For rent
arrears and Council Tax arrears, Zakat is paid to the Council or Housing Association.

In the Work Fund, for courses, certifications, licence and conversion fees, the Zakat is
paid directly to the provider on the applicant’s behalf. An invoice is required. For
tools and equipment, Zakat will be distributed to the applicant. A receipt will be
required from the applicant upon purchase.

In the Education Fund, the grant is paid directly to the course provider or university.
An invoice from the provider to make the payment is required.
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NZF Eligibility Criteria for Zakat Funds

An applicant’s net Zakatable assets and unused personal assets of a year must be
below the Nisab to be eligible for Zakat?.

The formula for assessing applications is as follows:

(zakatable assets) + (any surplus personal assets® not used for over a year) — (debts)

1. < silver Nisab = Eligible

2. > silver Nisab and < gold Nisab = Eligible if the person is in a situation of need and
deemed eligible by the panel®.

3. 2 Gold Nisab = not eligible

The Hardship Relief Fund has an additional screening after the above which is an
internal NZF screening criteria®. It is in place to ensure that the neediest receive help
from the allocated funds in the Hardship Relief Fund. The screening is as follows:
(Cash+Gold+Silver) + 1 month income - (1 month standardised expenses + 1 month
rent + 1 month Council Tax) — (Debts for credit, bank/overdrafts and utilities (gas and

electric)) < £50

The Zakat applicant must be a Muslim®.
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4 Silver is the primary and default Nisab used to assess applicants at NZF. 90% of cases (as per the last audit in
2019) qualified with the Silver Nisab, the remaining 10% were approved based on the Gold Nisab. The use of
Gold Nisab is cases of necessity and need are based on the juristic principle of Hajah, where the applicant is
clearly in need possesses assets equalling the Silver Nisab. Further, the Gold Nisab is a valid measure of
poverty in the Hanafi school.
5 Zakat can be given to whom one wishes as long as they are eligible. It is not necessary to give to every eligible
person. Therefore, a further filter and screening is permissible to allocate funds to a specific group or type of
people.
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The Zakat applicant must not indicate or expressly mention a non-Shariah compliant
use of any Zakat funds. If such intention is expressed, they will not be eligible to be
supported with Zakat’.

If a minor is the applicant, their father’s net wealth and eligibility must be assessed?®.
A needy orphan boy or girl can receive Zakat even if their mother is wealthy®.
An eligible wife can receive Zakat even if her husband is wealthy. However, this will

be on a case-by-case basis. A thorough analysis must be taken to understand why the
husband is not taking care of her needs?.

Zakat Eligibility Documentation

The eligibility of a person is established based on the principle of Taharri'’. To give a
strong sense of assurance that a person is eligible for Zakat, the following
documentation should be reviewed:
e Applicant, spouse and children IDs
e Bank statements
e Debt evidence (where applicable)
Situation evidence
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Fixed Costs, Operating Expenses and Overheads
Zakat cannot be used to cover fixed costs, operating expenses and overheads of NZF!2,
Zakat Administrator Salaries

Zakat can be used to pay staff involved in distributing Zakat*3.
A maximum of 12.5% can be used to pay Zakat administrators.

Zakat payers have an option to not have their Zakat used for administration when
making their Zakat payment.

NZF has a robust HR policy to determine salaries which is reviewed by the CEO and
trustees.

NZF uses a Wakalah and Hila Tamlik to ensure Zakat is validly discharged according
to all scholars and payers, in particular, those do not agree with using Zakat for
Amilin alayha?®. [see Appendix 5 on the Wakalah model]

Best Use of Zakat Funds

Grant Officers must ensure best use of Zakat funds by considering any other public
funds available for the applicant.

The Grant Officers have discretion to whom they give Zakat to within the parameters
of the Shariah guidelines and policy document®®.
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Custody of Zakat Funds

Zakat funds should be kept segregated from other funds?®.

If Zakat is collected for a particular project or person, it should be spent and
distributed in that project or to that person. In the event that the person is not eligible
or using Zakat on that person or project is clearly not in the interests of Shariah and
Zakat principles, then the Zakat may be given to another eligible recipient?”’.

If there is an emergency and one cannot access the Zakat account; it is permissible to
spend one’s own wealth with the intention of Zakat and recover the deficit from the
Zakat funds. However, this should be avoided as much as possible to ensure
segregation as much as possible??,

Zakat Distribution Method

The ownership of Zakat funds must be transferred to the recipient?®.

Zakat can be given in cash or kind.

A service cannot be paid for with Zakat funds. Anytime a service needs to be delivered,

there must be a Wakalah agreement which ensures that creditor is receiving Zakat
funds on behalf the debtor beneficiary with their consent?°.
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Zakat Grant Volume

Itis desirable to give enough Zakat to an applicant which suffices their need and solves
their issue?l.

An amount to cover the needs of each family member of an applicant can be given to
the applicant even if the total distributed is over and above the Nisab??.

It is discouraged and disliked to give excess Zakat funds to an applicant such that after
the fulfilment of their needs or debts there is a surplus equalling the Nisab?.

Audit and assurance

The external Shariah advisor has full authority and complete access to review any
process, case, service, facility or Zakat grant.

The external Shariah advisor can question, review or interview staff on any Zakat
practice.

The external Shariah advisor will conduct annual Zakat audits and publish the Zakat
audit report.
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Appendix 1: Hardship Relief Fund

Grants

1. Basic Costs
a. Food, travel, clothing, bills etc.
2. Small Debts
a. Credit cards, bank loans (including overdrafts) and utilities (gas and electric)

Target population

Muslims in the UK who are unable to pay for basic living costs.
Grants are available to people who are in one of the following situations:
e (Claimed asylum in the last 3 months
e Refused asylum in the last 3 months
e Have the right to live in and work in the UK (excluding full-time university students)

Objective

To provide relief from hardship.
A successful outcome for beneficiaries would be that as a result of the grant the person
feels relieved of their financial hardship.




Appendix 2: Housing Fund

Grants

1. Rent and Deposit
2. Arrears

a. Rent Arrears

b. Council Tax Arrears
3. Furniture

Target population

Muslims in the UK who need support to live in affordable, liveable and secure
accommodation.

Objective
To facilitate affordable, liveable and secure accommodation.

A successful outcome for beneficiaries would be that as a result of the grant the person
feels better able to manage their basic accommodation costs.




Appendix 3: Work Fund

Grants

Vocational Training Courses
Qualification Conversion Fees
Certification and License Fees
Tools and Equipment

Target population

Muslims in the UK who are unemployed or on low incomes and unable to meet their basic
needs.

Objective
To increase employability or income.

A successful outcome for beneficiaries would be that as a result of the grant the person
feels better able to get a job or increase their income.




Appendix 4: Education Fund

Grants

3. Vocational training courses - This includes but is not limited to courses in:
a. Alimmiyah and Shariah studies

Language
Leadership programmes
Media engagement
Interfaith engagement
Community and Youth development
Social work

. Journalism
Radio, TV and Film
Public speaking
Project management
Teaching

. Technology

or

4. Postgraduate Academic courses — university based, starting in September or January.
This includes:
a. Masters programmes
b. PG Certificates and Diplomas
c. Research degrees and PhDs

and
5. Learning resources — books and equipment

Target population

Muslims who are actively serving Islam and Muslims in the UK and want to enhance their
work through upskilling and learning.

Objective
To build capacity in Muslims in the UK to serve Islam and their communities.

A successful outcome for beneficiaries would be that their ability to serve their communities
is enhanced through their learning experience.




Appendix 5: The Wakalah Model

The al-Qalam Shariah Panel as well as other scholars advised using the ‘Wakalah’ (agency)
model to allow paying staff with Zakat. This model is famously used in a number of Darul
Ulooms and Islamic seminaries in India, Pakistan and Bangladesh to fund administrative
operations and causes where direct Zakat use might not be permissible or may be contested
among different scholars and schools. This framework ensures Zakat is paid and distributed
in valid manner strictly according to all.

The Wakalah model functions in the following manner:

Zakat recipients make NZF an agent (wakil) on their behalf to receive zakat funds and spend it in their
needs and in avenues according to the policy of NZF. This is by means of a clause that recipients
sign. The wording of this clause is as follows: “Should my application be successful then | consent to
National Zakat Foundation receiving and disbursing Zakat funds on my behalf in a manner that the
organisation sees fit and in line with the needs highlighted in my application.”
The flow of funds is as follows:

1. The zakat payers give their zakat to NZF.

2. NZF holds the zakat as agent of the zakat payers.

3. When an applicant is successful in his application he is either given a cash grant or he
authorises NZF to pay a third party on his behalf. The third party may be a service
provider, creditor, caseworker or other. He also authorises NZF to use the funds in line
with the strategy and policy at NZF.

The third party receives the zakat as agent of the recipient and the zakat is discharged
at this point.

The third party then takes possession in its/his own right as a fee for services, as a gift
or grant.

Under this Wakalah model, NZF is authorised by the poor person to fund, on behalf of the
poor person, categories and avenues as outlined in the NZF policy in its capacity as agent of
the poor person.




