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Foreword

Assalamualiekum,

This booklet has been compiled with respect to Zakat calculation for the
customers of Islamic banks who are maintaining relationships with Islamic
banks through different products, either in the form of a finance facility, an
account in a branch (liability side facility), or facilities related with Takaful
(Bancatakaful).

In order to use this guide, you (customer of an Islamic Bank) should first
ascertain the type of your relationship with Islamic bank on the day of
completion of your Zakat year. For example, if you are a customer availing
Murabaha finance, then you should note the stage where Murabaha financing
stands at the time of Zakat calculation. The ruling of Zakat for each stage of
Murabaha financing is mentioned under the heading of Murabaha. Now, you can
easily find the Shari‘ah ruling of Zakat for each stage in Murabaha section of the
booklet.

The Shari'ah Compliance Department of Bank Alfalah-Islamic Banking has
compiled this Zakat guide under the supervision of Mufti Ovais Ahmed Qazi
(Resident Shari'ah Board Member). While compiling the rulings regarding
Zakat, authentic sources of Shari'ah rulings and Fatawa have been followed
to the extent possible. However, this is a first of a kind effort in Islamic
Banking Industry of Pakistan in which margin of error may exist. Hence,
Shari'ah scholars are requested to forward suggestions related to rulings of
Zakat mentioned in this booklet so that the same may be considered in next
edition of the booklet. Further, the customers are also requested to seek
guidance from Shari'ah scholars in case of any ambiguity. In this regard,
Shari'ah Compliance Department, Bank Alfalah-Islamic Banking may also be
contacted.

| am grateful to the management of Bank Alfalah and especially to Dr.
Muhammad Imran, Group Head, Bank Alfalah-Islamic Banking who was
personally involved in this project and made arrangements of publication of
this booklet.

May Allah accept our efforts and grant His blessings especially to those who
took part in the preparation of this booklet in any manner.

Wassalam

Dr. Khalil Ahmad Aazmi
Chairman Shari‘ah Board
Bank Alfalah-Islamic Banking




Obligation of Zakat

Zakat is compulsory on every Muslim, major (baligh), sane and
sahib-un-nisaab. Sahib-un-nisaab is one who owns cash, gold, silver,
or tradable assets equivalent to 52.5 tola (612.36 grams) of silver on
the day of completion of Zakat year.

The obligation of Zakat has been revealed in the Quran with utmost
importance. Two of the Ayaat pertaining to Zakat are mentioned
below. Allah ta'ala says in Surah Taubah:
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Translation:

Take Sadaqgah (obligatory alms) out of their wealth through which
you may cleanse and purify them, and pray for them. Indeed, your
prayer is a source of peace for them. And Allah is (All-) Hearing, (All-)
Knowing.

Similarly, stringent punishment has been warned on not paying
Zakat. Allah ta'ala says in Surah Taubah:
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Translation:

As for those who accumulate gold and silver, and do not spend it in
the way of Allah, give them the ‘good’ news of a painful punishment,
on the day it (the wealth) will be heated up in the fire of Jahannam,
then their foreheads and their sides and their backs will be branded
with it: “This is what you had accumulated for yourselves. So, taste
what you have been accumulating.”

Hence, it is our duty being a Muslim to discharge the obligation of
Zakat with utmost care, calculate Zakat correctly, and give Zakat
only to those eligible to receive Zakat.
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Murabaha Financing

If the Zakat year of the customer is completed during any of the
following stages of Murabaha, Zakat is payable on relevant
goods/amount as per the following details:

e Advance stage: In this stage, the bank has disbursed funds
to supplier on the request of customer. Customer is not
responsible to pay Zakat on these funds because the funds
do not belong to the customer.

e Delivery of goods: In this stage, the goods have reached the
premises of the customer, and the customer has taken
possession of the goods as the agent of the bank. Customer
is not responsible to pay Zakat on these goods because the
goods are in the ownership of the bank.

e Execution of Murabaha:

e In this stage, the customer has purchased goods from
the bank. After purchasing goods, the customer is
responsible to pay Zakat on these goods. It is important
to note that Zakat will only be applicable, if the
customer has bought these goods as raw material or for
the purpose of onward sale.

o The liability (the price of the goods) owed by the
customer to the bank, which has arisen as a result of
Murabaha, will be deducted from zakatable assets of the
customer.
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Istisna Financing

If the Zakat year of the customer is completed during any of the
following stages, Zakat is payable on relevant goods/amount as per
the following details:

e Advance stage:
¢ In this stage, the bank has paid the price of goods to
customer for manufacturing of the goods. These funds
are in the ownership of the customer; hence customer is
responsible to pay Zakat of these funds.

e The customer is also responsible to pay Zakat on raw
material/goods because the customer has not delivered
the goods to the bank yet (because in Istisna, goods are
not considered as debt owed by the manufacturer).

o Delivery of Istisna goods: In this stage, the customer hands
over the goods after manufacturing. The customer is not
responsible to pay Zakat on the goods because after
delivery the bank is the owner of the goods.

o Onward sale of Istisna goods: In this stage, the customer
being agent of the bank sells the goods to its clients. The
customer is not responsible to pay Zakat on the
‘receivables’ owed by the customer’s clients because these
receivables belong to the bank.

o  (Collection of sale proceeds:

e The customer receives the proceeds from the sale of
Istisna goods. If this amount has not been returned to
the bank yet, the customer will deduct these funds from
its zakatable assets.

¢ The incentive received by the customer from the bank is
in ownership of the customer; hence the customer is
responsible to pay Zakat on incentive amount.
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Salam Financing

If the Zakat year of the customer is completed during any of the
following stages, Zakat is payable on relevant goods/amount as per
the following details:

e Advance stage:
¢ In this stage, the bank has paid the price of the goods to
the customer for providing goods identified through
specification, in a future date. These funds are in
ownership of the customer; hence the customer is
responsible to pay Zakat of these funds.

* As the goods are considered as debt owed by customer
to the bank, customer will deduct value of goods from
his zakatable assets.

o Delivery of Salam goods: In this stage, the customer hands
over the goods. The customer is not responsible to pay
Zakat on the goods because after delivery the bank is the
owner of the goods.

o  Onward sale of Salam goods: In this stage, the customer
being agent of the bank sells the goods to its clients. The
customer is not responsible to pay Zakat on the
‘receivables’ owed by the customer’s clients because these
receivables belong to the bank.

o  (Collection of sale proceeds:
¢ The customer receives the proceeds from sale of Salam
goods. If this amount has not been returned to the bank
yet, the customer will deduct these funds from its
zakatable assets.

¢ The incentive received by the customer from the bank is
in ownership of the customer, hence the customer is
responsible to pay Zakat on incentive amount.




Tijarah

If the Zakat year of the customer is completed during any of the
following stages, Zakat is payable on relevant goods/amount as per
the following details:

e Execution of Sale:
¢ In this stage, the bank has paid the price of goods to the
customer against spot purchase of such goods. These
funds are in the ownership of the customer; hence the
customer is responsible to pay Zakat on these funds.

o Delivery of Tijarah goods: The customer hands over the
goods upon sale. The customer is not responsible to pay
Zakat on the goods because after execution of sale, the
bank is the owner of the goods.

o Onward sale of Tijarah goods: In this stage, the customer
being agent of the bank sells the goods to its clients. The
customer is not responsible to pay Zakat on the
‘receivables’ owed by the customer’s clients because these
receivables belong to the bank.

o  (Collection of sale proceeds:
¢ The customer receives the proceeds from sale of Tijarah
goods. If this amount has not been returned to the bank
yet, the customer will deduct these funds from its
zakatable assets.

¢ The incentive received by the customer from the bank is
in ownership of the customer, hence the customer is
responsible to pay Zakat on incentive amount.

M

w BUS St S e S 1M lockers) DA U 1AL U S
e b K e O U L 2af e e Qe SR B AL
o (W U5 ZL
USSP s P K a
_6_S(minus)l*~(Zakatable assets)
,Lad/b.u’J/JL'//‘J'E/J&/;;H?L:dlkyrb’r’:ﬁ}"dﬁﬂ -




"ot &
) l'f"_-*of/”
(Diminshing Musharakah) (House Finance/SME/Corparata/DM)
TGEMAL 3 Ry g ml e p S e LUP P T S K4S
I g I (L
y-> e ...étuf?_ ¢ "_u.:"{l.;.ﬁ AU Sy (W KLk p kST
WUWILL cigoen gy SnliS Lo/ Lo N ben
AR VT R TR S A AIRYP (D Y ) SN Y
.—_.',;edix',' J:: 1 gif-,'fl’é."{b.:..(hka;abb Assets) P '?;‘j‘ Ji
f S (minus)e>

bW AL -
VIGS e AL Lve B/ Sl b e -
t&'c..hmﬁn;n.'Z'-'J’;,f?;-fu'\,"'gé..;goa.(zmalahle Assels)
Ko Sminus)
Lol 2L/ utstanding principal amount) fesi Sy S . -
o minusdere uPendi i /et i-c. & (debd)

Alfalah Islamic Recurring
Value Deposit

Asaan Igsaat, Behtareen Munafa

- Terms and Conditions apply

Ao

111 225 111 Bank Alfalah

bankalfalah.com Islamic




ljarah Financing 3/;:,6

(Car ljarah/SME, Corporate ljarah)

(Pledge/Hypothecation)
If the Zakat year of the customer is completed during any of the - s s . .. . L s
following stages, Zakat is payable on relevant asset/amount as per iﬁJULVﬁf/w/v/Q%"”g{/’de%%L"EUW‘&""‘U"&Lv:@“‘;’évgjéfj:’
the following details: Z‘L,:WU:LJQLL%}(U
e  Advance stage: In this stage, the bank has disbursed funds -‘adz’w:'d//b/t/’ﬂ?ﬁ{ (ﬂuftﬁd/d%’v@&f&lbikﬁdmc -
to dealer/supplier of .asset in order t'o purchase the ljarah f&&b‘*j(pledge)(j/rﬁﬁL,gébﬁ'cié./b’gzuwu )
asset. The customer is not responsible to pay Zakat on . N . o P
these funds. g 7 el 1 e $ns S oSt A
. _ B RN IO R SIS P S ATy G
o  Delivery of ljarah Asset: . . _ N ‘ _
e In this stage, the customer executes ljarah (rental) +/JLKLV’J’/G‘%L’}€(hYPO)d»:CAW—ALv@t’c/‘{?ﬁ?'u -
agreement with the bank. The customer is not -(ngﬁ,gi'ééozlf"c)Wuﬂ@ﬂ)‘adﬂiﬂJ/‘%/'/'J'FA"?JUWJ'?

responsible to pay Zakat on the ljarah asset because the
asset is in ownership of the bank. However, the
customer will deduct the rental amount due for the
current month from its zakatable assets.

e |t should be kept in mind that the outstanding principal
amount is not a debt owed by the customer in terms of
Shari‘ah. Therefore, this amount will not be deducted
from customer’s zakatable assets.

o  Security deposit: The amount that the customer has placed
with the bank as a security deposit will be included in
zakatable assets of the customer, hence the customer will
be responsible to pay Zakat on such amount. However, if
this amount has been paid to the bank as advance rental,
the customer will not be responsible to pay Zakat on the
same.
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Locker’s Facility

In branches of Islamic banks, customers are offered to avail locker’s
facility which is based on the principles of ljarah. The customer pays
advance rental to bank against usufruct of the locker. Shari'ah
ruling for applicability of Zakat is as follows:

e The rental, which becomes due and payable by the
customer, will be deducted from customer’s zakatable
assets.

e The customer is responsible to pay Zakat on the value of
zakatable items stored in lockers e.g. cash, gold, silver,
bonds, etc.
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Glossary

Formula for Zakat calculation:
Zakatable Assets - Deductible Liabilities = Zakatable Amount x 2.5% =
Zakat Amount

Zakatable assets

Zakat is applied on these assets: (i) cash and cash equivalents
(receivables, bonds, travelers cheques, etc.), (ii) gold, (iii) silver, (iv)
amount loaned out, (v) tradable assets (those assets which were
purchased with the intention to sell e.g. inventory or raw materials
etc.).

Non-zakatable assets
Zakat is not payable on these assets: fixed assets e.g. building,
vehicles for use, machinery for production, furniture, etc.

Deductible liabilities

The following liabilities are deducted from zakatable assets:

() Borrowings, (ii) Liabilities arising from purchase of tradable
assets, (iii) Rent/salaries/utility bills that are due for the current
period.

Non-deductible liabilities

The following liabilities are not deductible from zakatable assets:

() Rent/salaries/bills for the upcoming periods, (ii) Instalments
payable after a year on purchase of non-tradable assets.

Diminishing Musharakah
(House Finance/SME, Corporate DM)

If the Zakat year of the customer is completed during any of the
following stages, Zakat is payable on relevant asset/amount as per
the following details:

e Shirkah/Partnership: In this stage, the customer enters into
a partnership agreement with the bank to become co-owner
of the asset. The customer is not responsible to pay Zakat
on the asset because the asset is not purchased with the
intention of resale.

o liarah: In this stage, the customer executes ljarah (rental)
agreement with the bank. The customer is not responsible
to pay Zakat on the asset. However, the customer will
deduct from its zakatable assets, the rental amount due for
the current month.

e Sale/purchase of units:
¢ In this stage, the customer purchases units of the asset
from the bank. The customer will deduct the price of
unit due for the current month, from its zakatable
assets.

¢ |t should be kept in mind that the outstanding principal
amount is not a debt owed by the customer in terms of
Shari‘ah. Therefore, this amount will not be deducted
from customer’s zakatable assets.




Security/Pledge/Hypothecation

If the customer has pledged cash, goods, or assets as security

against
details:

financing/lockers, Zakat is payable as per the following

The customer is responsible to pay Zakat on security
deposit (in form of cash in bank account).

For Zakat on goods that the customer has pledged against
financing, there may be two scenarios:

o |f the customer is owner of pledged goods and the
goods are zakatable (i.e. they are purchased with the
intention of resale), the customer is responsible to pay
Zakat on these goods.

o If the goods are in the ownership of the bank, the
customer is not responsible to pay Zakat on these
goods.

If the asset is under hypothecation, and the customer is the
owner of the assets/goods whereas the assets/goods are
zakatable, the customer is responsible to pay Zakat on such
assets/goods.

Accounts and Bancatakaful

If the customer has an account in an Islamic bank, or the customer
has participated in a Bancatakaful plan, Shari‘ah rulings for Zakat on
the account balances, profits and Takaful contributions are as per
the following details:

o Current Account: The customer is responsible to pay Zakat
on the balances in this account.

e Savings Account: The customer is responsible to pay Zakat
on the balances along with the profits credited (received) in
this account.

e  Fixed Deposit (TDR):

- The customer is responsible to pay Zakat on the principal
amount and the profit credited (received) in his account.

- The customer is also responsible to pay Zakat on
accrued profit (that is received at maturity). Zakat on
accrued profit will be calculated for previous years as
well, when received, whereas Zakat can be calculated for
each year upon completion of Zakat year after obtaining
information regarding accrued profit from Bank.

o Recurring Value Account: The customer is responsible to
pay Zakat on the principal amount in the account. Similarly,
the customer is also responsible to pay Zakat on profits
that have been earned and become part of the principal
amount.

o  Bancatakaful: Contribution of Takaful consists of two parts:
(i) the part that is credited to Wagf Fund. The customer is
not responsible to pay Zakat for this part, (ii) the part that
is specific for investment. The customer is responsible to
pay Zakat on market value of the unit available in
investment. Details of market value may be received from
relevant Takaful company.

o Islamic Mutual Funds (Wealth Management): The customer is
responsible to pay Zakat on market value of the units
available in the fund.




