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I, Stephen C. Coughlin, Esq., make this declaration pursuant to 28 U.S.C. § 1746 based 

on my personal knowledge:    

1. I am an adult citizen of the United States and declare the following to be true and 

correct based upon my personal knowledge and expert opinion.  

2. I am an expert on the subjects of Islam, Shariah, and Shariah-compliant finance, 

including takaful (i.e., Shariah-compliant insurance products), as more specifically set forth in 

my Supplemental and Amended Disclosure of Expert Testimony pursuant to Federal Rule of 

Civil Procedure 26, a true and correct copy of which is attached hereto as Exhibit A (“Coughlin 

Report”), and which is incorporated herein by this reference.  

3. I was asked by Plaintiff Murray’s legal counsel to review and analyze the 

following materials:  

 First Amended Complaint (Doc No. 26); 

 Relevant excerpts from AIG’s website, including an “About Us” Web page (Doc 

No. 6-2, Ex. I), a “FAQs” Web page (Doc. No. 6-2, Ex. H), and an online 

Microsoft PowerPoint presentation posted as a hypertext-linked file titled, “What 

is Takaful?” (a true and correct copy of which is attached hereto as Exhibit B), all 

of which were accessible through an AIG website on or about May 9, 2008, and 

which remained published until sometime in 2009, after the filing of this lawsuit 

(original hypertext-links available at: http://www.aigtakaful-

enaya.com.wstub.archive.org/aig/takaful/aboutus.jsp and now archived and 

available through hypertext-links accessed through the Web page located at 
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http://web.archive.org/web/20080527124141/http://www.aigtakaful-

enaya.com/aig/takaful/index.jsp (last accessed on May 27, 2010)). 

 AIG news release, announcing the introduction of a series of Shari’ah-compliant 

product offerings in the United States (a true and correct copy of which is 

attached hereto as Exhibit C); and 

 All of the affidavits of various employees, officers, and directors of AIG and AIG 

subsidiaries filed by Plaintiff Murray concurrently herewith. 

4. I reviewed this material in a manner consistent with expert analysis of such 

materials by professionals with an expertise in the subjects of Islam, Shariah, and Shariah-

compliant financial products including takaful (i.e., Shariah-compliant insurance products).  

5. The conclusions of my analysis as contained in the expert opinions set forth in the 

Coughlin Report (and as more specifically set forth in Section I, paragraphs 1-13) remain valid, 

and I declare these to be my opinions for purposes of this declaration. 

I declare under penalty of perjury under the laws of the United States that the foregoing is 

true and correct. 

Executed this _1_ day of June 2010. 

 
___________________________ 
Stephen C. Coughlin 

 

 
 

David Yerushalmi
Coughlin



EXHIBIT A 

COUGHLIN REPORT 















EXHIBIT B 

AIG PowerPoint Presentation: “What is Takaful?” 
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Terminologies

 Sharia : Islamic law based on Quran and the teachings of the Prophet 
(PBUH)

 Participants : Policyholders
 Operator : The company that invests the capital (aka shareholder)
 Haram : Prohibited elements in Islam according to Sharia Haram : Prohibited elements in Islam according to Sharia
 Takaful : Insurance that avoids haram elements in accordance with 

the sharia law.
 General Takaful : Islamic equivalent of General Insurance General Takaful : Islamic equivalent of General Insurance
 Family Takaful : Islamic equivalent of Life Insurance
 Donation : Premiums paid by participants
 Benefits : Claims paid back to participants
Wakala Fee : Fee paid by participants to operator
 Surplus : underwriting profit (belongs to participants)p g p ( g p p )



Takaful-101

 In 1985 Islamic Fiqh (science of Sharia) Academy declared 
conventional insurance as unIslamic due to

I Interest
 Uncertainty (Gambling)
 Investments in alcohol, entertainment, pork etc. companies

k f l l i l i ( idi h b ) Takaful - an Islamic alternative (avoiding the above)
 Similar to a conventional mutual insurance program
 Based on Sharia (Islamic) principles Based on Sharia (Islamic) principles 
Models 

 Mudarabah (sharing of u/w profit with the operator) 
 Wakalah (agency) Wakalah (agency)
 Waqf (endownment fund)

 Sharia Compliant Investment strategies 
 Retakaful – Sharia compliant reinsurance of Takaful companies



Takaful Process (Wakala Model)

Investments

Investment of 
Premium

Investment 
Return 

AIG Takaful

s

Policy-
holder’s

Fund

Share-
holders’

Fund

Management
Fee

Claims

Premium

lic
yh

ol
de

rs

Operating 
Expenses

Net 
InvestmentSurplus

Po
l

IncomeSurplus

Reinsurance

Acquisition
Cost



Key Features of a Takaful Model

 Cooperative Risk-sharing for Protection 
(cooperative risk sharing alone is not sufficient)(cooperative risk sharing alone is not sufficient)

 Clear segregation of Operator and Participants Funds 

 Qualified Sharia Board

 Sharia compliant Investment strategies and overall management



Need for Takaful Insurance

Muslim countries only account for 5% of the global insurance 
k l h h h 25% f h ld’ l imarket although they represent 25% of the world’s population

Most Muslim countries are on earthquake zones 
 Improved education among Muslims awareness of Insurance Improved education among Muslims – awareness of Insurance 

needs
 Enhancement of Islamic finance and banking 
 Global economic growth
 Insurance penetration among Muslim countries as a % of GDP is 

l ti l l b t 0 5% d 1 5%relatively low: between 0.5% and 1.5%



Takaful – also an Ethical product

 Islamic financial services can also focus on non-Muslim consumers 
by emphasizing their high quality services, the opportunity to gain 
monetary reward as well as introducing them to a new way of life.

 Takaful can also be the alternative solution in Tariff driven Markets, 
e.g. Malaysia.

 Transparency of investment strategy with respect to ethical 
investment alternative.



Geographical Spread of Takaful Business

Country Takaful % of Total

Malaysia $143m 27% 

Other Asia Pacific $50m 9% 

Europe Asia $6m 1%Europe, Asia $6m 1% 

Arab Countries $340m 63% 

Total $538m 100%

These are estimated figures – 2000

http://www.islamic-banking.com/aom/takaful/ma_bhatti.php



Current Market Conditions

 High Capitalization frenzy to enter Takaful & Re-Takaful  Markets:
 Solidarity (2003): Paid up capital of USD 100M Solidarity (2003): Paid up capital of USD 100M
 Takaful Re Ltd. (2005): ARIG – Paid up capital of USD 125M
 Salama Islamic Arab Insurance Co: Paid up capital of USD 

272M272M
 Owns BEST Re – worlds largest Re-Takaful company with over 

60% global market share

 AIG would be the first Multinational Takaful operator



2015 Projection

Sector US$ (billion) %
Global Conventional Insurance 1 600 99 3Global Conventional Insurance 1,600 99.3
Global Takaful Market 11 0.7 
Total Insurance Industry 1,611 100.0 

Region US$ (million) %
Arabian Countries              4,200     38.2 
South East Asia              3,700     33.6 
All Oth 3 100 28 2All Other             3,100    28.2 
Total            11,000   100.0 

  
Type US$ (million) %
General             4,125    37.5 
Family              6,875     62.5 
Total            11,000   100.0 

 



The Trend
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Challenges faced by Takaful

Customer unawareness
 Islamic Financial Institutions need to distinguish their products
Lack of variety among Islamic financial instruments
Competition with Conventional Institutions
Limited ReTakaful Capacity



Lines & Territories

 Personal & Retail Lines  Countries with high spending 
 Property & Casualty
 Financial products - IFIs
Marine coverage

power (e.g. UAE, India etc.)
Major industrial growth
 High concentration of riskMarine coverage

 Energy

 High concentration of risk



Takaful …. is it just an alternative?j



EXHIBIT C 

AIG December 1, 2008, Press Release Announcing Takaful Products for the 
Domestic Market in the United States 



 

Contact: Peter Tulupman  
  Public Relations Manager 
  (212) 770-3141 
 
RISK SPECIALISTS COMPANIES ANNOUNCES FIRST TAKAFUL HOMEOWNERS  

 
PRODUCT FOR U.S. 

 
NEW YORK, December 1, 2008 -- Risk Specialists Companies, Inc. (RSC), a subsidiary of AIG 
Commercial Insurance, today announced it is introducing a Takaful Homeowners Policy, the first 
installment in Lexington Takaful Solutionssm, a series of Shari’ah-compliant (Takaful) product 
offerings in the U.S.  The newly announced Takaful products are compliant with key Islamic 
finance tenets and based on the concept of mutual insurance. 
 
 “The introduction of Takaful products in the U.S. represents an important and emerging 
growth opportunity for AIG Commercial Insurance. We are pleased to offer socially responsible 
solutions to this segment of the domestic market,” said Matthew F. Power, President, Risk 
Specialists Companies, Inc.  
 
 The Takaful Homeowners Policy is underwritten through RSC member company A.I. 
Risk Specialists Insurance, Inc., in conjunction with Lexington Insurance Company and in 
association with AIG Takaful Enaya. Headquartered in Bahrain, AIG Takaful Enaya was 
established in 2006 to provide a range of Takaful products, including accident and health, auto, 
energy, property and casualty products. AIG Takaful Enaya is licensed by the Central Bank of 
Bahrain and its Shari’ah Supervisory Board is composed of well known Shari’ah scholars Sheikh 
Nizam Yaquby, Dr. Mohammed Ali Elgari and Dr. Muhammad Imran Usmani.  
 
 “This is truly a global effort on the part of AIG” said Abdallah Kubursi, Global Head of 
AIG Takaful Enaya. “Being first to market in the U.S. is a testament to Lexington, RSC and AIG 
Takaful Enaya’s commitment to offer consumers greater choice based not only on need but also 
social preference.” 
 
 According to Ernst & Young’s 2008 World Takaful Report, Takaful was estimated to be 
a $5.7 billion market globally with over 130 providers in 2006. The Takaful market is estimated 
to be in excess of $10 billion by 2010.  
 

The Takaful Homeowners Policy builds on LexElite®, the highly successful Homeowners 
policy from Lexington Insurance Company that combines broad coverages, high limits and 
individually tailored coverages to thousands of customers throughout the United States. Takaful 
Homeowners Policy is available in all 50 states. 
 
 
 Risk Specialists Companies, Inc. is a leader in the U.S. surplus lines brokerage industry, 
providing access to specialty casualty, property and personal lines insurance from Lexington 
Insurance Company and other AIG companies. 
 
 
 

-more- 
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Risk Specialists Companies Announces First Takaful Homeowners Product for U.S. 
December 1, 2008 
Page two 
 
 
 For more information on Takaful Homeowners Policy, contact Jim Crain at 617-345-
4105 or jim.crain@aig.com. 
 
 AIG Commercial Insurance serves a wide range of entities from multinational and 
middle-market companies to non-profit organizations and small entrepreneurs. Its extensive 
product offerings include general and excess liability, property, management and professional 
liability, workers' compensation, accident and health, environmental liability, and integrated 
global programs for multinational companies. AIG Commercial Insurance also maintains 
dedicated industry groups to serve the insurance needs of the aviation, energy, marine, 
healthcare, construction, financial institution, real estate and education sectors. 
 
 AIG Commercial Insurance is the marketing name for the domestic commercial property 
casualty insurance operations of American International Group, Inc. For additional information, 
please visit our website at www.aig.com. All products are written by insurance company 
subsidiaries of AIG Commercial Insurance Group, Inc. Coverage may not be available in all 
jurisdictions and is subject to actual policy language. Non-insurance products and services may 
be provided by independent third parties. 
 
 American International Group, Inc. (AIG), a world leader in insurance and financial 
services, is the leading international insurance organization with operations in more than 130 
countries and jurisdictions. AIG companies serve commercial, institutional and individual 
customers through the most extensive worldwide property-casualty and life insurance networks 
of any insurer. In addition, AIG companies are leading providers of retirement services, financial 
services and asset management around the world. AIG's common stock is listed on the New 
York Stock Exchange, as well as the stock exchanges in Ireland and Tokyo. 
 

# # # 
 

Case 2:08-cv-15147-LPZ-MKM     Document 6-12      Filed 02/27/2009     Page 3 of 3

mailto:jim.crain@aig.com

	6-12.pdf
	  (212) 770-3141 




