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	In Malaysia, although Islam is the official religion, Zakat Institution has not played a significant role so far, the main reason is the small amount of zakat collected in the country. The zakat institution can play a significant role in meeting some of the needs of the community, provided effective distribution programs are carried out in all the states to complement government programs. The challenge is to be able to make an impact on the community using zakat money of about RM 430 million a year collected by the various Islamic councils in the country. Malaysia has excellent IT infrastructure and is capable of utilizing Internet technologies to improve services to its citizens. 

In this paper, we present to the readers our concept of an ideal zakat management system. The proposed system will exploit the full potential of an online system and will be integrated with the Inland Revenue System, improve zakat collection and distribution and most importantly improve transparency. The paper starts with an introduction to the current status of Islam in Malaysia and this leads to a description of Zakat collection and distribution in the country. The focus is then directed to the problems and challenges faced by the authorities in the management of zakat in Malaysia. Next, we present to the readers, the features that the proposed e-Zakat system will have and how they can address the problems encountered by the present zakat collection and management system. Finally, we describe how the new proposed system can be implemented and our recommendations to the relevant ministries. 
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