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Statement of the standard

Scope of he standand

This standard = applcabie jo Mudaraba contracts babween the Inafbulisn amd
tha olher enlites or individuals, il s alse ppplicabis W foind nvesimant Bootunls
and spaciad pumess invesmest secounts if neds sceounis. are adminisiored on
i bussis of Mudaraba.

The siandard Is not appliceble o Muderabe sweuk o 10 mbar lypes of
parinarship conlracts, as thess are coveled by separale Stardards.

Definition of Mudarala

Muderaba 15 & parirership in pralit whereby ane pary provides capital (rab sk
tmaal] and the ather party prewdes tabaur (mudanh)

Agresnent of Mudaraba financing

A itis parmissitle, on e bact of a generad fremawork or @ Momarandam of
Ungarsianding, o conclude Msdarabe Snancing cordacls for & parkcLibr
sum of money and within a particular defined dursiion provided that tho
mamorandum of undersignding wel' be laber implemanicd 0 Bne wih
spstific O Succossiel Mudarsha ransactiona.

A2 The Memorandum of undersianding showd dedine the genenal contraciual
frarnesirk, indicating the intentien of the paries lo dss aiber uirestdoled
of iosiricled Mudaraba fingncing insfrument, egher thiough mewoling
ransagors of separate fransectons. Mso,  te  Memommdum of
ungersianding should indicate the prafil ralie. and typs of puaranhsas thal
shall be presanted by the mudarb o cover gilualions af regligance
magconduct or breach of contract ang other redesant isewas. in Ehis egand,

K T) umummmummmmmmmm=dm
Memorandum of Underslanding, ihe oonlants of ihe Memossndun
became an Integral part ol any fuhore contract, urdess the paries had
onginaly pgrecd 1o exampl femEelves from some ol e obfigeians
menticned thareln.

Muderaba contract

41 Tha Mudamba contrac! may be condiitad using arms swuch as Mudansba,
Cirgd oF Mu'amala,

412 Both parfies should possess fha legal capacity lo appoinl sgenls and
Bcoepd Bgency. Thereiom, & Mudesmaba confaci may not be concludad in
the absarcs of bwo oaniracling paniss wilh abssluide lagal capacty ar of
trslr agenis who enjoy lbgal capacity similar 1o thal ol the candracling
partias.

43 Thee general principle is (kal @ Mudaraba conlract is nol binding, La. each
of T coniractng pariies may Termimale || unilabarally cocepl i bad cages

Ahig i i (48 Mstro



m—"‘-"ﬂ"ﬂ‘-‘-‘
For bulareve Fomwe P

{m) When the mudari has aineaiy commencad e DURnosd, in which
casa thi \udarats contracl becomes. binding up ie b cals o achisl
or constructre liquidatian

o} When fhe cOPraoling parties agree io dalsrmina & duration for which

the coniract will reman in oparation In s case, (b contrac canmd

mmmuwmmmtmhuWHmmmmm
mlwmﬂurmmmmlu

4 A Mussmha coniract s one of he ingsthassd contracts, Thorafare, the

midar i mvesting Muoambo sapital on @ sl basis in which cass e

nuﬂblurﬂllwhhrhﬁn:nwhmﬂﬂhmmﬂn

pdyucarals conFRCS A divided e yrrpsirickad and resbnoied Mucamaba.

an MWWWmmWMEHMHMm:amI
Mummmrnmmamnummmmm any

urgesmicied
nnmﬂuﬂﬁrﬂyhmﬂlmmﬂhmrﬂmﬂwwwm
pijactiues af e Wisdaraba centract which e making profi, Tneredare, fhe
a ﬂhmmﬂhmﬂh&hwmhlbﬂimuwwn
redativeg i t1e Mudaraba ppamabiona: the gabjnet mater ol Mo conimd,

52 &, rectriciod Mudarabs mnn:taumlra-:thnm the caphnl providel

resiricts tha actions of the mudarh v @ pariculsr location or k@ particular
Typ al evagiment as the capial prowvder conuidars appropriale, bul nod in
@ mansr F1a Wk unduly conslrein the mutar in his operations.

B Guaranisss in & Wucdlaraba contract
Tha capital provider is permimad 10 ablai gulfurﬁnﬂ'nﬂhlmmlrlﬂmw
adoquale and enforcaable mtudmmg;-hﬂwh-mﬂhuhﬂlm
capisal mﬂrﬁﬂrﬂmﬁmm- gmnwnﬂumhmmnl
miscontuct, nagigence or breach of contracs on e pran of mudiari.

1. mmmmﬁm:wmﬂpm
711 i arincile, Te capitel of Mudarabia sl B pronided in the form af Gash
[hpasesrar, I My be presensed in the ferm of tangible sesets, in which caba
e value of the mssets is the comirEnition b e Mudarata captial, The
waiuasion of the asgaks May b el Gy npu-tu-ra:-qmdmmhr
fa coMraclng parves.
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The capltal of Mudareba shawd be clearly known 10 1he contacling paries
arvd deiingd n lerms al qualily and quantily in a manned fhal simingtes
way possiilty ol uncansinty or ambsgity

it 5 rot peernitted |0 uss & debt owed by the mudark o ancthar paty 1o
Era captal prosvicer a5 capital i & Medamba contract.

Far @ Mudarsbe contract 10 be valld and 1or the mudasb 39 be considaned

g5 having conirel ever the capital, he copilal must be, wholly o pariially,
pul 8t the dispossl of the mudari, of the mudarib must have free access

i tha capital.

Fufings and requitemants relating to profil

an

a3

B5

BE

115 @ respiiement hal the medhanism for distribuling profl mast be cloardy
kn#éf In @ mannar fhal slimingles wcerdanty and any posshilly of
gispule,  The distribution of profit must be an e basls of an agreed
parcentoga of tha pmofit and nol on e besis of & lump Sum o0 4
pacandmge of e capial,

I principhe, | (& nol permissila 10 aarm @ share of peofil in addlion 1o a fee
in @ Mutdaraba cortract, Howsver, It is permissible b e we parties 12
consirict @ sepormie agreament indaponderd of the Mudsraba confract
assigning oni pady 1o perform, fof @ %8s, & business aclivity thal is not by
custom pert of Mudaraba operalicns. The independenge of this separate
syoemen means sl il the contmd o praviding Ihis adiily &
lmminaled, this wil not aflest the conbrect of Mutamaba,

The parties should agees on the ratio of profil distibuton when (he
comrac is comcliced. 1 s also permissible for the parties (o change the
rabio &F distitubion of profit ot any e and 1o defing the duralion for which

the agreamen| will remmen vald.

It fha pardies dd ot stipuiste tha rtie of prof distibution, then ey
shnuld e ¥ cusmmarny pracice, if any, 1o datermine the shares of profi,
If the cusiomary pesclice is that the profit is disiribulsd squmily, then 1hig
will he appled &2 such. |f there is Na cusiDMary practica in this regar. the
Mixdaraba contract is seganded void ab into, and the party whao acks as the
riudsdt shaudd rmoewe 3 camman markel price 150 tha kind and emounl of
sardoes sl he pravided a5 mudarit.

i one of the paries stioulales thal ho should recelws & Rimp sum of
mmar,mammﬁ&nﬁmmﬂlﬁumnmmmﬁmwma
siuation where the parlips agree (hat If the profit is ower 8 perticuar cosing
than one of the paries wil teke The additional proft and if the profil is
ko of eguel 1 the amount al the ceiing the distnbution of prafil will be
in scoordanca wilh i sgraaman

M & gl parmizsible lor the capital provider o give The mudari o
amounts af capitals on condfion thal the: prolit garmed on ong of 1h e
amounts would be laken by the mudarb while e caghal provider would
faka tha prof samed an 1he olhar amawil. It s nal @leo permissible for the
captal providor 10 State thal the prafit of one financial pedod would b
taken by the mudarib and e capial pravidar wauld iske 1ha profh of e
fofewing financisd peniod. Sirmiarty, i€ 8 nal penmissible o assgn e pofi
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Hwiwmﬂrmﬁmhmmmﬂuulmpﬂﬂ!mma
{ranaaction 1o M capinl provider.

B mpﬂmmwmwummlmuﬂmmmmm
i malniained wlact. Whanevar & Mudaraba oparabion incufs luesEd, = e
m-:;wﬂmmmwhywmarmnum}nmnrm
Wmmm@thﬂmﬂdhmmwnmﬂm
pnﬂltﬂlh\uﬂ,mﬂﬂrhuﬂmdpmﬂidmm the final reswll of the

i nmmnfu-u_milﬂmm'mﬁhurmmmﬂﬂbﬂan
gmhauMnarmqumﬁm.mm{nﬂm}m
tnnpm-uﬂdlmmmupul mh.‘-smt.umlutmmﬂ-nmm
|qﬂmiﬂhiurﬂ'ﬂan'ﬂuﬂnrﬂ"ﬂmwhﬂl1-lﬁ magigpence ol
mWMmmm!ﬂﬂmlmnqmﬂnmmbmu
ww;m:.mmww-mm:ﬁmm
ﬂun.rt:rﬂ'ﬂ'Mluhnammnwlnrﬂthmmm-mh
ju gniitad 1o 4 sha® ﬂwnllsmﬂnd.ﬂmuntbuﬁﬂmmn
s naren s per the agregmont.

Am Th.mmhlumﬁﬂdm-ﬂuulwnﬂtumuimﬁmmlm
npum!uuﬁlhnuadurnﬂmmuﬂ-mﬂiuumn{nmﬂ
HW.ﬂMmlhmlmﬂm.illttnﬁﬂmmmmmﬂ
mpﬂhwm-mulmdmmlu il will be an absoiute right
wﬂruﬂnml.i.mnluﬂnrmﬂmemmlnm

hasis of tuir valys. Recehvakies shat be maasured Bt the cash aquivalerd,
or et realashle, volia: 8. aftar [ha cpduction of & provison {o diaukihil
dabds |m measunng receiabing, palliat lima wakio {intares] @@y e
seaurt on gurend valus for ptangion of pedod of paymant shad be takan
Ik Corsicanalan

rmu!.: while the rémaining prodt s fo ba digtruted betwaen the mudann
arel T capilsl provider accorging o 0e preadsions of the Mudaraba
goitracl

g, Dulbes and powers of ihe mudarib

mmwmﬂuuunmh;'hihnuﬂaﬂlmammmﬂmmmjxumﬂh
mmiwm.ﬂ-mmﬂmmmmmmmwutmm

mmhhg:nnmm;hnwilid by famed mb&ﬂwap-uf-mmwﬂh-
permissible mannat
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i Il a Mudarabe coniradt & concludad on an yrrestriciad basis, the mudant
is permitied, in genaal, ko do whad enireprensdrs do o his feid of actsly,
Insidng the fokuvirg:

S1°1 Amending o all pariissible nveEment o rading kelds Biad ane
l=gsibils, given the amount of the capital al Ms disposal, and in
which hie Bofieves thl his sxpetise s ischnical and professianal
guedficalions are likely (o givs him e abilty 10 compele eflecieely,

ST Camying o ine work imaell o appoinling angihar pessom o cary
out some wedk ¥ nacesoofy, such B buping 8 commedily o
Erativeg I for Rire

213 Choosing as laf & presble apprapriale phaces and markogs that
mwymprm

Wi Safeguarding tha Muderabe fnds or dapasiling them In 1ha cusiody
of & brustwarihy parson wharnever Bpproprales

W18 Salling aref Buying on & dafamed payment basls.

B6 The mudarb may do, ether by permistsion of apponiment of i
caplial priwvider, the fofowing,

{a] The mudarib may, l ey GMe, combne 8 Mudareba contac
and o pannership [Bharika) coniract, respeciive of whalhear
iis lakms place o ke ouisel of the conbas of pfar the
comimun cement of Mudaraba operations, end of whether he
partnesship conlribution s fom e mudant hmsatl or from a
third party. The mixiure of wirestictod Nyvesimend deposits
wilh The insfiuliona” funds 5 on exampls of fhis kind of
coHmbinanoT,

(b} Tha fhudark may accepl bmde fom 8 thid patdy on &
Mudargba basis if Ihs new contadl will mol afect his
irvaatment and management responaibility In resped of the
firsk Mijdaraba cordract.

B2 H b parmssitle far fie capiliil pronatler, On e bagis aof his niewsels, 1o
plgce fesrctions on e actons of the mudarb, Thus, Mudarsba
npatafions may bo restdcked o o specified tina and glace, so that the
madanty may oaly nvesl the Mudarmba funds diging a pafdocular pme
pericd or m & siecifisd sounity o In B Markst of & paniular couniry, In
aiditien, the Mudscaba operatons may b resincied (o iressiment in
coriain seslom Such ag Ssendoes of rade seclars of 4 Sagle commadity or
& group of commantlias. Howewvar, resticling be Mudarabe cperations (o
cefldin commadiies 8 oroumscribed with a8 canotlon (et such
commodities rust be commonly avedable so hal, albar Things being
pqual, the mesmiclion will nol prevent ihe abectives of the Mudersba
conimel being schiaved, Fof exemple, the commodies o which bhe
Musdaraba is restrisied must nod ba scance, seasonal (and oul of season)
ar in vary limited supply with the comseguence thal the oblectives of (he
Wudiarala contract cannol ba achayed,

18
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&3 Tl'lauﬁblp-uvidurmnntpamil!uulnsmmmhhuinmtlnmh
wilh the eriaprenswy {mudard) and 1o be Inclved in ailing and uving
artivitias, or aupplying and wdurhg.mvﬂ_ﬂumdmnwﬁ il 1o
hien 0 perorming any @cion and Shoud not sl withoul sorsulicg mm.
B, |mmnnlmuﬂwanmummadulwdumwnﬂi:rﬁwﬂ
mﬁﬁmmumnmmmﬂmh.ammﬁuuwwmmnm
silckanb mst ondar e & peartnership with oikars of 3 sEpla®on Khal e
mudank mael mix hig parsonal funds wilh the Mudaraba hinds.

94 Trha mudail must camy aul all the wark fhat any smilar a3sef o lusd
managar wodld be Gaie, by miaiam, o do, i this Ease, B mudario = nol
@riibed 1o a foe for shis work a& s i parl of his FEaponsdiitias. |F tha
mudant agpaints anothar parfy on 8n Ijsrasty [hiring corilract ) basis o canry
oul such wirk, mmﬁﬂhwmrmmpﬂmhmml
funds of the mudar ard nst from tha Mudaraba Ffurds. The mudasrib may
mmmtnmmmrmﬂmmmwmnyuw Wik
mium{wumuumpm'ﬂlﬂ'nﬂmmm.

a5 nmwmm::mrmmmnmurhmﬁummnnm
u-m&-&mnﬂnnumﬂmpﬂu.mhmfhmhrﬁwuud-m
Wnnamhwﬁmmnpﬁu.umnmmm
githps case i imended 10 pchne an pirfective hat is ooviously in 1ha
imieresi of ihe Mudaratba,

i ummpmnwmmmm-mnw:wmnw
donation out of the Mudaraba hinds. Likewisa, e mudaril i5 nol ekt
um:mwmmmwmmmmummﬂm
proviter has consented fo his doing =0,

gy |l the mudari has nrﬂﬂhrmiummﬁmmmmm
Juns that has been approved by tha eapital provider, then b s enliled
tha amounl so apqraved hor b if thare & no agressment oo s, than he
mmmmlhﬂmmhmﬂamﬂnwmd
rpagon, The midac g also enliod 1o iraveling agpenses i ccakdancs
wiln CUSIDM andl reason,

1@, Liq.ﬂtlllinﬂd:mhuml canract
11 A Mudasaba conmact can b figuidated in the following mennar

{a) Being a non-hinding corilract, # can bo ouidsted by undateral
seermnalion of tho conteet by ane of the parties [see kem 43,

[b] Wit the agroamant of bolh parties.,

[t} mmﬂmnﬂmﬂjﬂuﬂmmllﬁMEurﬁ!agﬂdh“u
i il T i (e item 304

{d} ‘Whan tha jurids ol Midarmoe confract have beoen exhausied of
nawa suifered 05565

g} The coath of the mudard ar e Squidation of fhe netiution hal
acts 26 rndasib.

EAare Tyl b (1 Mogeatd
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10 On the matuity of a Mudarsba eperstion, the assets should be husdaled

ini e manner expiained In Rem 85,

11, lssue date

This sandand wiss isscied on 4 Rabi | 1424 H sorespanding 1o 16 May 2002

Ehare Suiesd bar (T bls.
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Adoption of the standard

Thar Shari-a Standerd on wiudarsba was adopted by the Shar‘a Beard in s masing
Ha. {8} held i Madinn al-Murgsaanah on 28 Bafar - 4 Fabil Awwal 1423H

pomeEmanging o 11-18 May 2002

Sl Manibd b JRT Mutlnlald
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Appandiz C: Brief histary of the preparation of the stendard

In s meeting Mo, (B} hald in Mebkah al-Mukaramsh on 812 Ramedan 14314
warreEponding & 4-3 Dacember 2007, e Snama Board desded 1o gve prasity & the
prapargtion of & Sharfe Standard an Mudaraba.

O Sakurday 16 Dhad Higa 1421H conesponding fo 10 Macch 2001, e Fabwa and
ArtéTROion Commifige recommended 10 Ihe Sharfa Board the commissionirg of a
Sharla consulant to prepare & jursic skidy and an exposune draft on the Sharfa
Stardssd for Mudarsha

In s mesting held on 18 Muheram 1422H caresponding o 12 Apdt 2001, (he Fabam
amd Arbiraton Commition dscussed the exposure orefl of e Shara Rules for
Mudaraba and asked the consuliant fo make amendmants in kg of the cmmenis
madea by he membars  The CommiBes algo heid a meaing on 20 Jumada al."Akhir
3422 H corespordiing |0 8 December 2001 and made some amendments in ight af
the commanis made by the mambers,

Thie revised sxposure draft of the Slanderd was presented to the Snan's Board m its
mmsaling Moo (7] held in Makkah gl-Mukaramah on B le 13 Ranadan 1427
comesponding 1o 24 jo 38 Movember 200f The Shardfa Bosrd made further
amendments i e axpogure drafl of the Skanderd and decded thad i should be
distribyted i specialisis and inlgresied panies in arder o obtaln their commands with
the clijecive of distugsing tham in a gublic bearing

A public haanng was hodd in Bahrain an 29 -20 Dul-Higa 1422H conmaspanding i 2-
3 Fabruary 2002 The public bearing was atiended by more [han thidy perbicipants
reprasenting candral Ingtilubions, inslitutions, accounting firns, Sharfa scholars,
acatemics and others wha pra intarested in tilg feld, Same of the mambars of the
Sharla Board msponded 1o the witlen commants that wene sent prior 1o Ihe pubic
hiaaring o< wall & 1o the oral commanis Bhel weee expressed in the publiz hoanng.

The Sharfa Bandards Commilitae in #s meetng hebd on 21-22 Dul-Hila 1452H
corfespanding o &7 March 2002 in the Kingdom of Bahrain discussod the
comments Mmacd on e akpaosure drafl. The Commilies made ihe amendments
which il considered necagsany in kght of Balh the discussions that had laken placa in
i public hearing and the witlen comments that had Dean 1eceved,

The Shad'a Board in Its meetrg e (B) held on 28 Safar = 4 rabl' al-Awwal 1423H
comaepanding ba 1116 May 2002 in Madina Al Munavwworah discussed the
amercdmes made by the Shar'a Slandards Committes, and maede the fBCHLEATY
amandmentd, which it deosmad necessary. Bome paragraphs of the standard wern
adopted by tha snanimeus vobe of the members of the Shasl's Board, whils the
oiher parsgrophs were sdopted by the majorily vole of the members, os
racordad [ the minutas of the Shar's Board,

Fik]
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Appendix B: Basis of the Shari'a rulings

The pormissibility of Mugaratia and iHs ratignale

s Mudaraba, known FRo 85 qirad, ia & coniracl What arranges. coaparalion In
anhmwmwlmummmmmmwm
ciier, whiteby the conbaskng partas ol ano commanly o the realsed
mﬂngrﬂnmm‘l.m pany provding the capial & kngwn 1k Al
Wi and tho inwesiar i anown B mudar o ‘b (I, weeker) or Mucand %
wmum:ﬂammmvﬁﬂmmfﬂﬂmm:”'

{a) From the Chr'an ig the saying ol Afah. B Blirighty others fravediing
threugh the land, sesking of Allal's pounty.™ This werse is nlepreed
mmlmmnvﬂfﬁmwwmndlmmm
parmibsitie ncome in arder 8 provide Tor temssives and the family.

fn) From whe Sunnah @ the sadifion (hat says s-Abbas (b Abd, akbduttalil
peed to pay MONAY o Mudarabs and 16 stipuisle fo the mudavb that he
whaukd pot fravel Ly ane, pass by valioys ar frade in fvesiack, and phdt (e
ﬂwmhuwwm:mkranpmmﬂhuwn Thags comdilang wand
mmmhmnpmhwmmhemnﬂmm."'
Mmhﬂﬂﬂrﬂmm yaliihy of Misdarpba i the case that
Slatas that L fan ai-RRhaffal geed one man the fprde belanpiag fo 8n
mﬁmhmmﬂmmﬂmm wak feang wlf fhese
funele in img. ™

izl iBn al-bunchis menlicned tha Lhauupum:ﬁmamqm
ichﬂ!!hfﬂpﬂdlﬂﬂ‘ﬂﬂiﬂf-ﬂu“uﬂmmd L4

s Ther ralionalo far making s cantract permissibie includes e follwing:

{a] Money canndl inGreaie UNIEsS i |5 psociaied with work. 1 is also nat
pmnimmmpmmn maney in retum fo pariodic pre-agroesd paymant
frem) 1o e person who & willing o it f o ThiE wil constbuie a debl with
ribsh

(b} The Mudaraba corkracl & made permissible Lo faciiimie ‘measmen
wmnmmmﬂwﬂulnhnﬂ neh- prepated (o fnvest and
menage thalr mooey thamsalves, and compebent Dusiness o Irvestiment
axpects who [Bck adequatn capiial i gl wornds, Shece B some
individusls Hm“ﬁ:hbulhﬂ-huﬂmﬁmwmﬂ
others who hawa business of iusETenl axperiie but ook maney. This
sihsatin thas m-hmmﬂmmwﬂmwmlmaam
comiing e inbsrams cf tha teg parties.™

Bugnal |
) Siran al-bluremnd vrse 2
-ﬁ Tha bl i Topcries by - mtaq #1111
h-ﬂimﬂwmnﬂlﬂlmﬂﬂLﬂlhrﬂ'ﬂ
(1] mmgam T19A3-EL
{8 Taiewint atbajreur HETT |
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Mireovar, B Mudorsoi coniract 5 an ingirumen] hal was Sommonty
usnd in ede Bnd which usage sxparded in modem imes 1o incluge
Dusiness, - &efvices, and aghcufural o honicultural and ingugiial
actilies

[e} The Dusiness phiosophy of cowenlionn) banks depends on the
conoepl of renfing oul money 8nd making proft in doing so, whis
Shar'a pobibss this philpsopby Secauss of &5 Daing rbe. The
Mudargna finencing msinemant hng baen an esserdial instrumsnt io
drvedng  Ielamia  Tinancial  inshlulions  [instfutionfinabibutions).  This
irstrumend is uscd by Ehess insftulions o attracl ureesiricted o
WMIMNIUMIMMMHWHM
B,

Coniraci of Mudaraha

The hasis tor the e thal bod parligs o o Mudarsbe condract musl ba lagally
capabie o appoind, or act e, &0 agent IF Decause asch [Ey 01 36 an BJen
of thee allr party and appoinld fhe olber pady o ad on his bahall The
esiiitlement fo appaint or 3ot a6 40 apent anhitlss one 0 concluda a Mudasba
cniraci

Tha basts for regerding 3 Mudasta contmal indlially 55 8 non-DINGNG conT act
= tha (ke mudarib 8 uzing the capilal pravides's bands walh bis consent n a8
cortraciual relefionship fn which the modach s just an agenl, and an agency
candnact is nod birding,

Tra basis for making & Kuodersba corired Dindng onoa ihe work nas
coftmensed i shet o undoteral ismination ol B contrect al s siage® mighi
frustrate the objective of the partins 1o Thake profil and migh! couse dammage Lo
iha mudart since he mighl nal mcohs any companaation for his wank,

The besis for alimwing & tima limit foe the oporadion of @ Mudaraba congranl is
thal & Mudaraba cortroct i, i esance, @0 agency conirsct, which s subject 10
& Omsignated duration™ The imemational Figh Ackdemy has lssued @
reaeiuton in fthis respacs ™

The hasls for comedering tha mudanbh B 8 Fustes with respes 0 e
Wiudaraba fawds = thal the mudarib is ueng ancther paraon’s. money wiih He
sansant and tha mudarib and the owner of the Tunds s ibe bengfie from e
use of e funds W principl, & gstes should oot be beld Eable for lpsses
sustEned by $e funds. Rasher, the rises of such losses must De boma by he

Misderaba funds.

Guaraniees in @ Mudarabs contract

LI
110) - Aewsdution ko, (22 (A}

Tha bass i alowing quaranizes 0 o Mudaraba thal would be used i1 case of
migconciasl and negligence of dhe mudaid /s thal in such A case ke mudanb

Prias-i34
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then bscomes lnbie for icEses ard must bear ihe ConEBQUINCES of thasa
nctions.”™

Requiremants relsting 19 the capital

The basis for 0 being pumlmnhumtmmpml ol Whedemba maEy ba
conaibutad by e vilie of tangible asssls eanirbuted 18 fhat 1he obeciive of
Midaraha g bo make peofi. This H:}udﬂ'lmhemhudmwﬂm capital is
contrbulad in e far of angible 1s58ts oe cash. This ride is based on (e vidw
of the Maliki gnd e Hanbali juerisgtm 1™

Whﬂthﬂ'ﬁm-ﬁmmmLMhmuﬂul Mugarata shoud ba clearky
mmsmmwlnmﬁqmwmqumwm a mranner that

aliminales ary possibiily of uncenainty or ambiguity s bcauss mcogrian of
figl o e cale of Sguidation

ROashiry

Hawevar, recovery of the capilal cannol be ascerianed i S amount was nol
kryown eartine, and this o of knowlodge ey podarliplly a0 10 & dispaie,

The basis for not allowing & debl owed by 0 mradarits 1o (ha capilal provider be
confribubed 85 mlhaummmummnapmm.
Mudaraba caplal must be et tha sorciusion of & Muderabs consract) ar asasl
tkat & maishln and canpal b Lsad on the spot for the Mudarana oparaions. A
mmhwmmhwnl.ult-Mhmrlu ol avallable for
czap whee the conbract 8 conchided. Moragwar, considering 8 delil 84 capital of

This basis for the requirgmant thal ihe Wudaraba cperatior is vakd only ¥ Ma
capital 8 presanded 1o e mudarib is because e pdaeib & il manager of
#a Mudaraba Wn.wmhmmhﬂ-mmmng
ard income, Tharelors, Il is necossary Thal the capial be fully releasad ko the
i 50 thet ha wil be wbie 1o profect and nvest (he capilal and achiave e
chjactive of tha Mudaraba cantract,

Rulas and requiremants reating to profit
. mmhrnnhmqmﬂﬂmmmmnmhwmdmuummmm

mmmﬁammumﬂwammhm“mmmh}m
mazar rerdars a conliract void.
mmhrmmmthluwpmmnfmmhlpmagp
ulu-.-praﬂlmdrnl||mpsmumaﬂ1m'ahammﬂﬂknfmu

for shadng profit. Any condifion that glocaies |8 g sUm o ong
party would nal ba eonsistent with e aharig of proft This in bocauss the
Hﬂatﬁnmummyrﬂmﬂuummm (e lamp SuUm snich goes
k0 ane party, thus axchding maanMpMmhM.
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The basis for the impermissBilty of simultaneausdy recaiving a shans of prafi
and & T for managey a Mudaraba is lkewise that iha fee i pravided in e fom
of @ lump sum end the Mudaraba operalion may nol reaiise s profit athar than
iy U Sum, thus procluding the sharing of prod,

The besia for b permissiilty of an agresment jo change e matie of profil
distrtutnn at any ime s that e profit & 8 right balonging io the partes and ae
agreamant in the menner described doas nol iead 13 8 probibited. act, such &t
prechizion of sharing in profil. Rather, the agresment makes iha penies pariners
in grafit

Toe bass foe nulifying o Mudarabs contsst whan Be coniract & sbent an the
malis of profit dstribution and there i3 N cuslomany precice accardng i which
e profil = 8 be distribuled o esch party i3 thal the subeci matter of &
Mudamta cantract i profl. The lack of knowiedge as o the subjact matisr
ruillfes conlmcks,

Tmﬂhnmaummﬂmmmwﬂmm
arfiliament 10 & IUmp sum is becausa & Mudaraba s about sharnng prof and (i
form of condition prechides sharing of prot ena meay potertially lead to one party
besng wranghuly deprived of his dghts

The thasis for not allpwing an agresmant |kat the mudart be entitied 1o he profit
eamid on ana of two capilal funds, whin the prafit samed on the ofhar capial
fumd barlamgs B the capital provider, |5 (hal such an agresment may preckds he
Sharing af profit and may pobardially lead o one party baing whonghully deprived
of fis fighls.

Thaa hasis tor eteting thal peiafil is nol roalised unless Bhe capital i recovered or
mainiained intact is the Ridith in which ihe Prophel ipbuh) said: The instancs of &
Mozl o persan who perfonms solaf] & thaf of @ busivesspersan who wif ool
secune ol dnless the cooil 15 Srcurod M.!mﬂ?ﬂwmf
{prayar] i@ nof sccapinbls wniess the obigelory solm is pevformed.™ This hadth
shows thal dsiibution of profi peiar o recovery of the capital, o uniasn the
capiled & maintained intac, is nvalid. Morgavar, profi is &0 addition o the capial
&nd such an acdition carnot be fecagnised o raalisad unless  iha caplisd that ls
ina source of e profit i maintained.

The baosis for the raquiremant that tha mudanh i@ peelninarly entifed o a profi
when malised, Le. price 1o distributian (an ancumbrance right], and that tha nal
prafil aarned will ba known absolulely only aRer allocatan through sclusl or
winsucie valustion, B anslogous o the contrect of sharecropping. The Mecca
memmwhﬁmwﬂ 8 rasciutian 0 support of corsirucive
walalion,

by
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Disthes and Powers of the mudarlb

® mmhammmﬂmmmmmmmmmmmw
uuﬁﬂnmmmmhmﬂaﬁhwﬂwm&m capibal prowider,
m&ﬂmwﬂmdmhmmﬂhmwuwﬂhwwm
inlio aparatitn,

. Tr-:mmhmlamnmmﬂﬂﬂmhﬂm-rmﬁummw
mmmr.:mmnm:rmuhm-udhmmm Mudaraba operalions
.mmnupmmnmu:;Mmamm#m madari, imit the
Im:m:mmmwmmuhﬂnﬂummurm
Mugaraba contract, e, moking proft

. Th&l:ul!-l‘nrnaﬂuﬂﬂ'gtllanudumhmmlilmunirmm-ﬂlbhm
mmwnmin:m1mnwmwmmeﬂMMmh
ppecation, mines, ey voive potential ioss 10 the capftal provadar.

a The basis for aRowTg ihsg wmuidank, when unurqmmi—u-m!alnﬂhu Mudarana
and I the avenl ihat 1ha parias did MLapﬂﬂjanlrrﬂlrdulmurmr'ht
gapanses, o cbiain parsanal expenses from ine Muciaruba furuls &8 pEr
ngmmlhhﬂmhymnmummapﬁrun
muummlhmﬂiimmtmmlml.m iha parmission for
tha misdanil o mﬂnmmmwwﬂmﬁhmmmﬂuwmdhp
cusiom

- mmlhmwﬂmﬂammmmmuymw
mumumwuwmwmhmnleﬁamMﬁ
tmmﬂlrmwmmmlmhmmﬁw
. Thmmmmmﬂwwmmumﬁw"umumum
Mdmmmmﬁm&ﬂmmﬂuﬂﬂh!ﬂﬂdmﬂﬂl
wmmnmwm.mmmdmm
dmmmmdmumwummmmhpmdﬁe

" Trrnn'nummamﬂrm:mmmmmHanWnT lats

= Tha muuwmmmunudam conirpct dus o the deain af the
raudans = thala pudernba contrad 6 gimilar 1o contract of agency of, o leasl, it
incluties agangy and on pigency conlract is iermnabie by i deeth ol the agend
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Appendix C: Definitions

Sharika

Sharka is an agresment between two or more paties 0 menge Mer assets of o
cOmsing Iheir services, obligations and fbilities with tha am of making prafit

A Mudpraba confracy e slinguished from 8 Shanks (Musharaka) conirstd in B

fodicredrg mespecis;

lBf The Basis for garning & sham of prafil in Sherks is e mquied capial
sordntution of all parties, whether i tha form al cash, commodities, services o
AEhildy In the case af reputation parmarship snd ha) the sishiject of the sarrac)
it Bused on @ gingle glement. ie. capital The basis for sarming a proft 0 &
Mudaratsg, on he olfer hund, comes Trom e alemanis, The finst samant 7=
ihe existerce of capihal that Is subject o, and similar 1, e conditons of
Bharika capilal, The cecond semant & Bg work done by e mudardb that |5
ditfgranl frgm e cagdlal ol B veriuna,

i} by Shanrka, Be work, e & geneval rie, = Io be done pintly by the partics.
whengas in Mudasaba 1 b5 the mudark who works,
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