Islamic Finance Pakistan

The Islamic Finance Industry Newsletter

Volume 1 Issue 2 | August 2010

| CAPO s offering Islamic Financial Services (lIFS)
for recognizing, measuring, presenting
iBelievers! D OE)g,ppsurg\,Qiraﬁt Qt,v and disclosing the transactions relating

riba, doubled and redoubled, . . . to equity of unrestricted investment /
and be mindful of Allah so ISIamIC FInanCIaI PLS deposit account holders and their
that you may attain true equivalents.

success. 0 ACCOUHtIng

The exposure draft of the standard is set

(Surah Aal e Imran, Ayat 130) Standard out to establish principles that regulate
the accounting treatments and
on disclosures with regard to profit and
T— X loss allocation in order to standardize
PrOfIt and LOSS the bases of disclosure of this
Inside... : . . information among Institutions offering
BAEOI 080 - AOOAQA DIStrI bUtlon Islamic Financial Services (IIFS).
Shahjahan writes about By Ayesha Binte Nafees
Islamic banking. _ The exposure draft of the standard
The Institute of Chartered Accountants dijscusses two main issues, the
Ask Us Special 4  of Pakistan (ICAP) has recently issued accounting principles relating to funds
Omar Mustafa Ansari and t he OExposure D r arécéived By fthe 1IHS Jot ivdBthnént in its
Mufti Ibrahim Essa Accounting Standard (IFAS) on Profit capaci ty as a Mudarib
comprehensively answer a and Loss Sharing odiscrefbf,PtiesSdisdiosife of bask§ for
query regarding recovery of Circular No. 08 /2010. The draft profit allocation between owners' equity
Islamic housing loans. standard is developed by the and that of unrestricted investment /
Local and International o Committee on Accounting and pis deposit account holders for the
Nots Auditing Sta_ndards for Interest Free purpose of financial statements.
. Modes of Financing and Investments
Get a glimpse of what has . . . ] ) ]
been happening in the world and is aimed at setting out accounting  The draft standard defines in detail the
of Islamic finance. rules to be followed by Institutions  ynrestricted investment accounts / PLS
vovesandpromotions s 1 N€ exposure draft on Profit and Loss
Keep abreast of the latest 1 1 1 1
e o o Distribution  proposes the accounting

treatment and disclosure requirements for

Upcoming Events 10 o ] )

IIFS recognizing, measuring, presenting and
In the Spotlight 10 . . . - .
Meet Ebrahim Sidat, take a disclosing the transactions relating to equity
Cente and find your read of of unrestricted investment / PLS deposit
the month.

account holders and their equivalents.

An initiative of Publicitas (Pvt.) Ltd.



n -~ AT -~ ~ ontinued from Page 1...
WAEOI O0C

investment accounts / PLS deposit resulting from transactions in a
Message accounts and their equivalents. jointly financed investment. Any
such loss be deducted from any
The exposure draft of the standard undistributed profits / Profit
Dear readers, Assalamo-alaikum proposes that equity of unrestricted Equalization Reserve or Investment
Islamic banking is one of the most || investment / PLS deposit account Risk Reserve set aside for this
emerging domains in the g|oba| financial holders shall be measured at book purpqse' In case of any remaining
markets. The credit crunch and value and the profits on any loss, it should be deducted from the
subsequent banking crisis, gave an
opportunity to the world to evaluate the
bggefits t{)f fully Shariah compliant The exposure draft further proposes

Islamic banking. The recorded history of th at any p I‘Ofit th at h as bee n

Islamic banking is less than 40 years old

but since tSTENEE-df0 cvay allocated but has not been paid shall

corner of the globe. The growth in Islamic

banking is more than twice the growth be recognlzed and dlsclosed as a

rate of conventional banking worldwide.

There are emerging markets, which are I ih

making advancement in the field by leap llablllty by the ”FS

years. Malaysia is one such emerging

market where the Islamic banking || investments jointly financed by the respective equity shares in the joint
industry has been growing at an average || deposit holders and the IIFS shall investment of the IIFS and the
rate of 18 percent per annum since 2000|1 be distributed among them on unrestricted investment / PLS

in terms of assets. proportionate basis. deposit account holders, according

In Pakistan, Islamic banking constitutes to each partyodos aver
merely 6 percent of [|itfuthes prappses yhatsany, Rrofik i n gof the investment for the respective

system with six full fledged Islamic banks || that has been allocated but has not financial period.

and thirteen conventional banks with been paid shall be recognized and

dedicated IBBs. It is being said that the I disclosed as a liability by the IIFS. The exposure draft of the standard

S baning_is (I commenda_ble requires the IIFS to disclose in the
progress in Pakistan as well but the field The draft standard also proposes financial statement the bases

is still in infancy. Efforts are being made . . . .
: the accounting treatment of loss
by the State Bank of Pakistan to promote 9 applied for allocation of profits, for

and develop the Islamic Banking
industry, yet, there is still the need of
improving its market share in the total

banking industry. Let us know, if you know friends or colleagues who, in your view, may benefit

Other than our regular sections, this issue from this newsletter. Send us their email addresses at ifp@publicitas.com.pk
of our newsletter covers the recent ICAP

standards in the main article. There is

al so a comprehensivd O0Ask Usd6 speci al in

this issue about housing finance which |

hope WI|'| help you understand its Editorial Advisory Board
concepts in a better manner.

* Mufti Irshad Ahmed Aijaz * Mohammad Aslam

Your suggestions are most welcomed to

make this newsletter better for our * Mufti Najeeb Khan * Mujeeb Beig
readers. You can also send us your * Anwar Ahmed Meenai
contributions on the given contacts.
Editor -in-Chief Syed Shahjahan Salahuddin
Happy Reading!
i ) Arshad Hussain Zubairi
Syed Shahjahan Salahuddin Associate Editors Ayesha Binte Nafees
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charging expenses and provisions.
It also requires the IIFS to disclose
administrative expenses,
weightages for profit and loss
allocation and percentage of
Mudari bds share
other matters relating to profit and
loss sharing.

disclosure

event of
should also be made of the bases
for such allocation and whether the

allocation,

IIFS is sharing revenue from
banking operations (e.g. fee and
commésslodh i incdoroen etct) owith
unrestricted investment / PLS
deposit accounts.
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Mudaraba and Musharaka and the
calculation of Zakat on the equity of
unrestricted investment / PLS
deposit holders.

In our interpretation, this exposure
draft does not apply to
conventional banks offering deposit
placements on profit and loss
sharing basis.

Once finalized by ICAP, the
standard will be sent to the
Securities and Exchange
Commission of Pakistan, who after
taking views from stakeholders,
will notify the standard under
section 234 of the Companies
Ordinance, 1984. lIts effective date,
shall however, be dependent on the
time required in these steps.

The exposure draft proposes broad classification of the
assets based on source of financing into three major

categories:

()

exclusively

financed by

unrestricted

investments / PLS deposit account holders; (ii) exclusively
financed by IIFS; and (iii) jointly financed by both.

In addition, any incentive profit
received from or paid to
unrestricted investment / PLS
deposit accounts should be
disclosed in the financial
statements.

It also requires IIFS to disclose
whether any profit resulting from

investment of current account
funds or any other funds not
received by IIFS on the basis of
Mudaraba / Musharaka has been
included for determining allocation

of profit to wunrestricted

investment / PLS deposit account
holders or not. Moreover, in the

In such a case, the types of such
revenue and the bases applied
should be disclosed;

The exposure draft proposes broad
classification of the assets based on
source of financing into three major

categories: (i) exclusively financed
by unrestricted investments / PLS

deposit account holders; (ii)

exclusively financed by IIFS; and

(iii) jointly financed by both.

The exposure draft of the standard,
however, excludes from its scope
the issues related to funds received
by IIFS on any mode other than

An initiative of Publicitas (Pvt.) Ltd.
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Ask us special

By Omar Mustafa Ansari and Mufti Ibrahim Essa

Note By The Editor

Below is the question raised by one of our readers in respect of certain arguably controversial practices of Islamic finance.
Keeping in view the significance of the question, we have requested our panel of experts comprising Mr. Omar Mustafa
Ansari and Mufti Muhammad Ibrahim Essa to provide an answer in detail for the benefit of our readers.

We would like to reiterate that nothing in this world is perfect, and Islamic finance is no exception to this rule. But we ho pe
that with the support of a number of sincere scholars, practitioners and experts of Islamic finance, we will continue to prov ide
answers to your questions and to put our efforts in improving the system as a whole.

As-salam -alatkum!

Congratulations on the launch of this very useful newsletter.

Taking this opportunity, | would like to ask you why Islamic housing efore we address the
loans are recovered from the borrower (house buyer) at KIBOR + 3% question, we feel necessary
rates instead of the rental costs prevailing in a particular that a little understanding of the

neighborhood. Just recently, | have observed that several of the reputed
Islamic banks were charging rentals double the price of ongoing rents

in spite of sizeable equity share in the mortgaged property. Another
observation is that just by simply obtaining a property of same market
value on rent, a person can save half on rental charged by an Islamic

guestion should be made available.
Within this question, there are several
guestions that are mentioned below:

bank without putting in equity share in the property. e Is it permissible for an Islamic
bank to use an interest based

The asset building (equity) cycle in an Islamic bank financed property benchmark for e.g. KIBOR?

takes longer unless additional investment is done to shorten the e If any individual acquires a house

duration of the financing contract by increasing equity with 3%
balloon charges on the additional investment whereas with a much
smaller financial commitment a person can maintain similar living

on rent at market value, then he
will be paying rent less than what

standards and at the same increase his or her assets (savings) at a wou Id_ have been charged by e}ny
much faster pace without addiitional investments required by an Islamic bank, as a result of which
Islamic bank. he is saving? Is it permissible for

an Islamic bank to charge rent

1 hope | have conveyed my concermns clearly in layman terms. | will be .
P veamy vin more than market rent in case of

happy to provide more details or clarifications as Islamic finance

professionals at the banks have not been able to provide convincing hous ing finance?

responses to myself and many of my friends/colleagues, leaving an e Is it permissible for an Islamic

impression that Islamic financing for housing is becoming bank to charge additional 3% in

increasingly unfeasible in Pakistan. excess of principal (in form of early

1 look forward to your responses to my queries and thank you in payment penalty / balloon cha_lrges

anticipation of your consideration and cooperation. or premature payment premium),
in case if the individual wants to

Best regards, purchase the wunits before

, maturity?
Faisal Farooq Khan

e Living on rent, and saving in cash
can be a better off decision.

Chief Executive Officer
Aga Khan Planning and Building Service, Pakistan
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Now we will try to answer different
parts of you question in sequence:

Is it permissible for an Islamic
bank to use an interest based
benchmark for e.g. KIBOR?

Simple answer to this question is
YES.

Using an interest rate benchmark as
a variable for pricing an Islamic
financial product is legitimate and

permissible. A similarity of a

pricing benchmark does not make a
Halal contract Haram, merely by
virtue of resemblance.

It is a fact that KIBOR or other
similar benchmarks e.g. LIBOR are
used in Islamic banking to
determine the rate of profit |,
however, the same does not imply
that such Islamic banks are
involved in Shariah non -compliant
activities. As a general principle, no
benchmarks can form the basis to
determine the transaction as Halal
or Haram. Indeed it is the process
flow, mechanism and conditions
that trigger the permissibility or

impermissibility of any transaction.

There is a well known Hadith of the
Holy Prophet (Sallallah u Alaihi
Wasallam) in which the Prophet
(Sallallah u Alaihi Wasallam) asked

Answer %Sahabi

(RAA) to change the

odus operandi of transaction,
instead of changing the price
applied in the prohibited

transaction. He was asked by the
Prophet (Sallallah u Alaihi

Volume 1 Issue 2 | August 2010

profit as A earns through trading in
liquor. Accordingly, he decides that
he wildl charge
profito from his
charges over the sale of liquor or in
other words his pricing policy

Using an interest rate benchmark as a

for
product

variable
financial

pricing an

Islamic
IS absolutely

legitimate and permissible. A
similarity of a pricing benchmark does

not make a Halal

contract Haram,

merely by virtue of resemblance.

Wasallam) to sell 2 Saa (7 kgs)
lower quality dates against cash,
and then to purchase 1 Saa (3.5 kgs)
of better quality dates against cash

instead of directly exchanging
them. Initially he directly
exchanged them, and such

transaction was decreed as an
interest bearing transaction. It is
worth noting that it was actually a
price applied in an interest bearing
transaction (obviously prevailing at
that time if such dates were
exchanged for better dates). It
proves that just by setting pricing

applied in an interest bearing
transaction as a benchmark, does
not af fect t he

as per Shariah.

In order to explain the point, let us
take an example.

Letds suppose
brothers. A trades in liquor, which
is totally prohibited in Shariah. B
being a practicing Muslim dislikes
the business of A and starts the
business of soft drinks, but he
wants his business to earn as much

would be in line with the pricing
policy of A. Thus he decides to tie
up his rate of profit with the rate
used by A in his prohibited
business. Now, one may question
the propriety of his approach in
determining the rate of his profit,
but no one may question the
legitimacy of the profit charged by
him on the basis of rate of profit of
the business of liquor being used as
b e n ¢c h m a r Kk

Similarly, so far as the transactions
are based on Islamic principles and
fulfill all their necessary
requirements, the rate of profit

t r aetegnairned ioro thé dasiyv afl thed i t vy

KIBOR will not render the
transactions as Haram.

Having said that, it also needs to be
mentioned that using an interest

t h at baskd benchinarBis ot aepreferved

practice and any such resemblance
also needs to be avoided, as far as
practicable, and Islamic banks are
making efforts to develop a
benchmark of their own, for pricing
purposes.

An initiative of Publicitas (Pvt.) Ltd.
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A technical issue also needs to be
addressed here. In practice, Islamic
finance segment is a part of the
same financial system; till the time

At the outlet, you should
understand a principle of Shariah
that the Shariah has not defined any
limit for the profit to be earned or

So far as the transactions are based on
Islamic principles and fulfill all their

necessary

requirements,

the rate of

profit determined on the basis of the
KIBOR will not render the transactions

as Haram.

we are able to change the whole
system altogether. In such a
situation, if you apply two different

benchmarks or if the rates of
pricing applicable in Islamic finance
are altogether different from those
applied by conventional financial

markets, there may arise a
significant risk of arbitrage. The
society in which we are living

includes people who feel no harm
in interest bearing transactions and
such people may exploit the
difference in the benchmarks in
both the markets by borrowing in

one market, and lending in the
other, or vice versa, to earn spread
without any genuine financing

activity. This situation may result in

a systemic risk to the Islamic
banking which, at present, is
representing just around 5% of the
total banking market.

If any individual acquires a
house on rent at market value,
then he will be paying rent less
than what would have been
charged by any Islamic bank, as
a result of which he is saving? Is
it permissible for an Islamic
bank to charge rent more than
market rent in case of housing
finance?

fixation of rent, the non compliance
of which may be found
impermissible. On the contrary,
Shariah allows the parties to
mutually agree the profit margin or

fix the rent at whatever amount
they like, whether the same is more
than or less than or equal to market
rate. In Holy Quran ALLAH SWT

says:

O ye who believe! Squander not
your wealth among yourselves in
vanity, except it be a trade by
mutual consent. (Surah e Nisa Ayat
Number 28)

It is learnt by reading the verse that
it is permissible for the trading
parties to earn mutually agreed
profit, regardless of the fact that the
parties fix a rent equal to market
value or not, hence this is not a
point of argument as far as
legitimacy of the transaction is
concerned.

Further, OFat awa
known as Fatawa Alamgiri) a
famous book of Islamic
Jurisprudence which was written
by a committee of Shariah Scholars
during Emperor Al
contains a Shariah principle that a

transaction is permissible if a piece
of paper is sold at 1,000 units of
currency, which is mutually agreed
between the parties, even if the
price of the paper is certainly less
than that.

Needless to mention that such price
determination
will o6 on part of
should not be a form of exploitation
e.g. through Ilhtikar (hoarding),
Ghabn-e-Fahish (through
deceiving, charging so excessive
price that a knowledgeable person
wonot buy it at
(taking benefit of ignorance).

Therefore, Shariah allows the
parties to fix the rent of whatever
amount regardless of the market
rates.

Accordingly, it is not impermissible
if an Islamic bank and its partner -
cum-tenant mutually agree at a rent
which is higher than the common
rental value.

Here, we also need to consider
another matter in order to avoid the
doubts regarding exploitation. In

our normal housing finance
transaction, on one hand,
apparently, the rental agreed is

higher than the normal rental value.
But on the other hand, the Islamic
bank agrees to sell the units of
ownership at cost, instead of
market value and this, in 99% cases,
goes in the favor of the partner-cum
-tenant, at least in the long run.

You would agree that in property

arket, generally the prices go up,
lE'thg f(j)r?g r 'FlurLP./('}he Igla{am?i‘c a?nk,

if wants to, can make the capital
gain on such transaction.
Accordingly, this is a win -win
situation gnd not an exploitative

a}or&.glt' isr a%os a farc:t(?hgt'thren ?slamic

shoul d

both

such

An initiative of Publicitas (Pvt.) Ltd.
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bank is pricing its products more or
less similar to the conventional
banks and still it is taking
significantly higher risks including
the risk of damage of property.

In future, however, the Islamic
banks may come up with an
improved product in which they

may agree to charge lower rents,
e.g. equal to the rental market rates
and then to share the capital gain
with the customer through

revaluation of unit prices. This
product, however, shall be subject
to criticism because of inactive
markets and malpractices in
revaluation of property and

impracticality on the purchasing

capacity of the customers if the
property market goes up.

To conclude; although higher rent
has to be paid by the customer yet
on the other hand he becomes
owner of personal house and gets
rid of the rest of the rental
payments for the lifetime.

Is it permissible for a bank to

charge additional 3% in excess
of principal (in form of early

payment penalty / balloon

charges or premature payment
premium), in case if the
individual wants to purchase

the units before maturity?

In case of early purchase of units,
the excess amount of 3% which the
Islamic bank receives is neither a
penalty nor enforced receipt by the
bank. Whereas the bank, owing to
some technical reasons, increases
the unit purchase price in case of
early redemption of units i.e the
excess amount of 3% is not without
consideration. Contrary thereto, it
is the increase in the unit price, and
the customer is paying this amount
with his consent to the bank. As
discussed earlier it is permissible
that parties may mutually agree to
any amount of rent and unit price.
Considering this Shariah principle,
it is permissible if the customer is
paying 3% excess amount to the
bank willfully or may decide not to
opt for early redemption of units.
Now this must be understood that
t he customer 6s
additional amount is not his
objective but it is negotiation which
has led to the resultant additional
payment even if it does or does not
result in the attainment of personal
objective.

Living on rent, and saving in
cash can be a better off decision

Primarily it is a personal decision
that anyone can take. However,
there may be flip side of the theory
also.

This

assumption
might
fremain
~~ correct,  if
~ the inflation
effect is low,
savings

values do
not climb

codomanént

with the same or higher pace, as
compared to the average rate of
return on savings.

Generally, the land is considered to
be a limited resource and
accordingly the property values
generally increases at least with the
same rate, even if not higher, at
which you get returns on your
savings. But out of your savings
you have to pay rent so your net
savings would generally not be
equal to the capital gain element.
On the contrary, if they raise by a
higher rate, which generally
happens in cities, then obtaining
housing finance might be a good
decision.

In addition, generally the housing

finance provides ease of mind, you

ndedeod pgaoy change
every now and then, and a number

of housing finance solutions come

with a Takaful coverage, as well.

So it may be concluded that it is a
commercial decision, generally a

worth taking decision, and has a

number of benefits in it, but may

not suite everybody in a similar

manner.

It is also worthwhile to refer to a

Hadith in this regard which states

that the Prophet (Sallallah u Alaihi

Wasal |l am) sai d, 0Thel
symptoms of fortuity; 1) devout
wife, 2) spacious house and 3)
paramount means of
transportationo.
product is developed which leads
to ownership of a personal house
then it is the application of the
aforementioned Hadith without
any doubt.

Henc

Hope that these clarifications
would clear doubts in your mind.

*kkkk
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Bulletin Board

f T'%hare Witlh usd!

Enrgods | sl ami c nanci a e al
termed as best Islamic deal of the Send us the details of latest news, moves

and events related to Islamic finance
year happening in your organization at :

ifp@publicitas.com.pk
Engrods US$150 million ME bas d foreign currency | slamic
Financing was awarded the Best Islamic Deal of the Year —
Award rom Pakistan by Islamic Finance News Award. Wor ks ho P on ol ntr
The transaction involved US $ 150m finance from a A A OI F I A ccoun t (I 9 S

consortium of six lenders including Citibank, Standard
Chartered Bank, Samba Banking Corporation, National Bank A 3-day workshop was arranged by Institute of Bankers Pakistan
of Pakistan, Habib Bank Limited and Dubai Islamic Bank. (1 BP) on 6l ntroduction t o AAOI F
Citibank is the administrative agent while Dubai Islamic Accounting for Murabaha and Murabaha to the purchase orderer,
Bank is the Investment Agent. Musharaka and Mudaraba financing, ljarah transactions and
Salam financing was covered. Huma Sodher, Senior Lecturer at

5_day WorkShOp at ICAP KaraChi Center of Islamic Finance, Bahrain Institute of Banking and

Finance facilitated the discussions.

A 5-day Certified Workshop was arranged by The Guidance

institute at |CAP Karsmemyson f =(alBdmA Barakaduerger approved

The topics covered included Islamic economic system,

Islamic Law of Contract, Islamic modes of financing, product The plan for merging Al Baraka Islamic Bank and Emirates Global

structuring, AAOIFI (Accounting) Standards in practices in Islamic Bank limited was recently approved by shareholders. This

Pakistan and Shariah audit and compliance. will be the first merger in the Islamic Banking Sector in Pakistan.
The process of obtaining the necessary approvals from the

The workshop was facilitated by renowned professionals and regulatory authorites in Pakistan and Bahrain is

scholars which notably included Dr. Zubair Ashraf Usmani, underway. The merged bank will carry the name of Al

Mufti Irshad Ahmed Aijaz, Mufti Muhammad Najeeb Khan .
andiMr. Muharnmad Faisal Shaikh: Baraka Bank Pakistan and be managed by ABG Group.

Current rating of full fledged Islamic Banks

Bank Islami Pakistan Ltd. PACRA Af 1 A Rating Outlook Negative

Dawood Islamic Bank Ltd. JCRi VIS A 83 BBB +

Dubai Islamic Bank Ltd. JCRi VIS A ol A

Emirates Global Islamic Bank PACRA A &2 AR Placed on rating watchdogfi
Rating outlook negative

Meezan Bank Ltd. JCRi VIS Adl AAR

Albaraka Islamic Bank JCRi VIS A ol A

Moves and Promotions

Recent notable moves and promotions include Mr. Ayaz Wasay, who has recently been appointed as the Head of
Treasury, Dawood Islamic Bank Ltd. and Mr. Amir Azeez, who has been appointed as Managing Director,
National Institute of Banking and Finance (NIBAF).

An initiative of Publicitas (Pvt.) Ltd. 08



Standard & Poor's Named Best Takaful Ratings
Agency

St andard and Poor 6s, a
agency has been names as the Best Takaful
Rating Agency at the International Takaful
Awards 2010, London. This is third time in a

Volume 1 Issue 2 | August 2010

Kazakhstan gears up to issue first
sukuk
Kazakhstan is working towards issuing the first
sukuk. It is being estimated that The Kazakh
Ministry of Finance, will opt to issue a debut Sukuk
Al-llarah in the region of $300 million for
benchmark purposes.

Kazakhstan is emerging as an proactive and
advanced Islamic finance market. The challenges
for the sukuk market in Kazakhstan are the

reguigtoYGPIOYS{Pns QN Isiangig seeurities ¢ g

Three tier banking needed to strengthen Islamic
Banking

row that Standard and Poor 6s . ha been honor ed

with this award. S&P currently has ratings on 12
Takaful and Retakaful firms across Africa, the
Middle East and Asia.

The International Takaful Awards 2010 are an
initiative of the Middle East Business Forum and
Afkar Consulting, with winners selected by a
panel of Shariah judges, lawyers, journalists and
practitioners from the
firms.

IRTI launches online database

The Islamic Research and Training Institute
(IRTI), a member of Islamic Development Bank
Group has launched an online database
information system that aims to provide

awareness about Islamic banking and financing
to increase awareness, develop Islamic banking
and finance products, and provide assistance in
research.

The baseline for the IBIS data is the year 1990.
The database will contain information on Islamic
banks, Takaful companies, Islamic funds, a
Shariah databank, a who's who database, a
collection of Islamic economics and banking
literature, and selected news articles on Islamic
banking and finance.

An economist from Kuala Lumpur has suggested
Islamic banking to operate on a three tier system to
further strengthen the industry.

The first tier is to reflect the operation of
conventional bank as a deposit taking institution.

The second tier is to leverage on the Mudharabah
mode company where banks will act as fund
p\;\%lqers Tge third tlgr y 3 J:)e g act 34 apartper |

in Musyarakah type tr nsactions. The
appropriate regulations will have to be modeled to

accommodate the three tiers rather than one
regulation fits all as of the conventional system.

Britainds first |l sl ami c

Salaam Halaal is a pioneer motor insurance
company in Britain. It has launched new motor
policies based on the takaful concept, which
requires all participants to share risk equally. The
new product also addresses key features associated
with conventional insurance that is incompatible
with Shari 6ah.

The customers are able to enjoy protection to their
vehicles and simultaneously discounts on their
next premium payments, all devoid of unethical

elements as under the conventional insurance.

An initiative of Publicitas (Pvt.) Ltd.
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Book in the Spotlight

Compendium of Legal Opinions on the
Operations of Islamic Banks

Edited and Translated by Yusuf Talal Delorenzo

OA compendium of | egal opinions on the Operations off | sl
(legal opinions) of Shariah Boards of various Islamic financial institutions which are directly concerned with the
issues of Islamic banking and other pertinent concerns.

The Fatawas are presented in original Arabic along with English translation. This facilitates the understanding of
the Fatawas for a presentday Islamic finance practitioner, while at the same time authenticates them by citing the
relevant sources. The materials have been gathered from the rulings of religious supervisory boards of several
major Islamic banks, arranged by topic under chapter and section headings. The collected materials have been
presented in the form of answers to inquiries brought up
administration.

The book is equally helpful for students and consultants of Islamic finance, including Shariah Advisors, and the
employees of Islamic financial institutions in comprehending the basic principles of Islamic transactions and
Shariah requirements related to various modes of Islamic financing along with brief explanations for practical
implementation. Such understanding facilitates Shariah compliance as well as the use of new products in the light
of Islamic principles.

The book has been divided in three volumes and comprehensively covers the subjects of Murabahah, Mudarabah
and Musharakah; ljarah, Sarf and Riba; Wakalah, Kafalah, Letters of credit and Collateral; Options, Insurance,
Zakah and other relevant topics.

The author / compiler, Yusuf Talal DeLorenzo is an Islamic scholar and Shariah advisor of international repute
whose career spans more than 30 years. Based in the Washington, DC area, he has served as a Shariah advisor tq
over 50 global financial entities, including index providers, banks, mutual funds, real estate funds, leasing funds,
institutional investors, home finance providers, alternative asset managers and others.

Upcoming Events

Nati onal Conference on Ol SlyampiosiBunsi meas Dlasnd sl amic Banki
Finance in Pakistan: The Present State and the Way

For war dé Publicitas Islamic Financial Training (PIFT) has

scheduled a symposiumono |l s | sl ami ¢ Bfnkin
The Riphah Centre of Islamic Business is planninga  'Slamic? o be held on 25th August 2010 at Sheraton
National Conference on t hdlo® Kygch dtwilglso coyer aningraghcton to
Business and Finance in Pakistan: The Present State  !Slamic banking and finance and Islamic modes of -
and the Way For war d &cheduled h ifiRancg. fhe pagelists;ppd spegakers for the event will
to be held on 8 & 9 November 2010 at The Marriott be professionals and scholars from the Islamic finance
Hotel Islamabad. industry.
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Personality in the Spotlight
Ebrahim Sidat

Note By The Editor

Islamic finance industry in Pakistan is now growing substantially but sowing its seeds in the country was an important
achievement, that was made possible by the efforts of a few. We are introducing Mr. Ebrahim Sidat to you through his brief
profile, who is one of the pioneers with invaluable contributions in developing the Islamic finance in Pakistan. Mr. Ebrahim
Sidat often speaks on various forums regarding Islamic finance and his focus remaining on improvements and bringing purity,

as well as, harmony within the Islamic finance system.

It was primarily his initiative that his firm, as a pioneer, has established a full fledged Islamic financial services group providing
advisory and Shariah assurance services to the industry.

We would like to thank him that on our request, he has provided his profile as a brief introduction.

Ebrahim Sidat is a fellow member of the Institute of Chartered Accountants of Pakistan having
gualified Chartered Accountancy in 1969. He is the Country Managing Partner and Chief
Executive of Ernst & Young Ford Rhodes Sidat Hyder (Ernst & Young) - a member of Ernst &
Young Global Limited. Mr. Sidat was elected twice as President of the Institute of Chartered
Accountants of Pakistan, (198990 and 199091) and was a member of the Institute's National
Council from 1975 to 1993.

He has been actively involved with the work of its various committees and has served as the

first Chairman of the Accounting and Auditing Practices Committee. He has been the President of the South Asian
Federation of Accountants (SAFA) for the 1994 term. SAFA is a Federation of SAARC Accountancy Bodies. He has
chaired a Task Force and coordinated with SECP for developing a Code of Corporate Governance in Pakistan. He is
currently the Chair of a Task Force of Pakistan Institute of Corporate Governance constituted with a mandate to
review the existing Code of Corporate Governance and recommend further improvements in line with global best
practices. He has served also as a member of Accounting and Auditing Standards Board of Accounting and Auditing
Organization for Islamic Financial Institutions (AAOIFI), Bahrain. He has been serving for several years as Chairman
of the Committee for development of Islamic Accounting Standards, constituted by the Institute of Chartered
Accountants of Pakistan (ICAP). He is a member appointed by the State Bank of Pakistan on its Shariah Board and is
serving his third term thereon.

He has served as a member of the Expertsd Committee o
Pakistan set up by the SECP, Resource Mobilization and Tax Reforms Commission, Government of Pakistan and has
been the Chairman of a Committee of the Tax Reforms Commission on Direct Taxation, Corporate Laws Commission
Government of Pakistan. He has been a member of the Commission on Islamisation of Economy, Government of
Pakistan since inception until 1997.He has also served on Committee of the Ministry of Finance/Corporate Law
Authority, for review of the Companies Ordinance, 1984, Committee of the Ministry of Finance/Corporate Law
Authority, for review of the Securities and Exchange Ordinance, 1969, Task force on the restructuring of the Corporate
Law Authority and Steering Committee of the Commission on Higher Education, appointed by the President of
Pakistan.

He assisted the Supreme Court of Pakistan in connection with its famous Judgment on Riba, (Interest) and has also
served as a Member of the Commission for transformation of economy, Government of Pakistan. He was involved in
advising the Government of Pakistan on various issues related to the privatization and disinvestment of public sector
enterprises in Pakistan. Mr. Sidat regularly makes presentations in Conferences and Seminars on the subject of
corporate finance, corporate laws, corporate governance, taxation, accounting and auditing, interest free financing and
various other subjects of professional interest.
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Institution in the Spotlight

Sheikh Zayed Islamic Centre

Sheikh Zayed Islamic Centre (the
Centre) was established by His
Highness Sheikh Zayed Bin Sultan
Al-Nahayan, President of United
Arab Emirates and Ruler of Abu

Dhabi at Karachi, Lahore and
Peshawar. The Centre was set up
with the objective of streamlining

instructions and research in

Qur dani c
Studies while at the same time
making these studies compatible
in the

with new developments
fields of modern science
and technology. This
integration of Computer
Science with
Arabic Studies is
imperative to face new

realities and future
chall enges.
Computer  combination

ideally aims to cater to
precision of reasoning and
clarity of presentation
among the scholars who receive
instructions at the Centre. This is
the most pressing need of the
Ummah, since Islam is the
uni ver sal religio
ultimate Book of wisdom, and

scientific study

remove the cobwebs of woolly

thinking and to present Islam as the
panacea of all contemporary
maladies.

Teachi nga Quaterly bililguah bewsletter as conventional

honour to offer the Post Graduate Khal_'l Azmi, Mufti lbrahim - Essa,
rPipIWd(PG@L angl, Master (ip o Mufti Nadeem. Igbal, Mr. Omgr
Islamic Banking & Finance (MIBF) ~ Mustafa Ansari, Mr. Mujeeb Beig,
PFOIraFNes 5 first timg & ; thegy Mrt o Mohammad Imran, Mr.
National level. We have the large Mahmood Shafgat, Mr. Munir

B.S & M.S. (Islamic Studies with Karachi and recognized by national
Computer Technology) while PGD & and international bodies. The course

MIBF and MS in Islamic Banking & s duly designed and reviewed by the
Finance are offered in the Evening. The experts (including Central Bank,

Centre has bere]zn publiishing two” Conventional Bankers, Islamic
separate research magazines annua . .
in English and Arabic since 1990. The Eiﬂggﬁs ) aa?fj /f::éf;ici aﬁg"'sc#e

Centre now publishes a dihguistic c has highl lified facul
Quarterly Research journal namely-As C€ntreé has highly qualified faculty
including bankers (from central bank,

Saqafatul Islamia (Islamic culture) and )
banks and Islamic

well. The Centre has state of the art banks, Takaful companies and from

computer lab and library with vast other financial institutions) and

collections of books, encyclopedias, prominent Shariah scholars and
academicians.

Other than the regular
faculty, the visiting

comprise of renowned
| scholars and
professionals from the
| Islamic financial sector.
| Some of the renowned
names include Dr. Mufti
Zubair Usmani, Mufti Irshad Ahmed

Aijaz, Mufti M. Najeeb Khan, Mufti

research journals.

Sheikh Zayedslamic Centre has the

numper 9f students frqm t'he Mansuri, Mr. Javed Ismail, Mr. Fareed,
banking industry and financial Mr. Rizwan Chaghtai, Mufti Syed Sab
Institutions and other  Hyssain, Mufti Syed Zahid Siraj and MR
organizations. ~ This course is  apqul Jabbar Karimi.

The full time programs offered include a@pproved by the University of

Got some question in mind? Ask us!

Feel free to write about your concerns and questions about Islamic finance atifp@publicitas.com.pk.

Our panel of experts from the field will reply your queries. Please note that the queries will only be replied through the ne wsletter. Our panelists
include Mr. Omar Mustafa Ansari, Head of Islamic Financial Services Group, Ernst & Young Ford Rhodes Sidat Hyder and Mufti Ib rahim Essa.

An initiative of Publicitas (Pvt.) Ltd. 12



