Al

Olasul] dyygdon
i sall Ylagul] &l

Dylad! Jloxe § fagud! 25 @bl
deeo M) AdLed) lusw Gl g
3 rael) B Slg 8 ) Jadasee

CIES QLS

aed pnal ol el g3 e

Joas
oy Lindla gl sl

—1dax| 4o —:alas|

$90 Shwgs SN e Sy S yLido @
G948 Sleade Gl yoo @
LSy ol po ) ase o



Olagmssd] - duilngdl s dowygd

$3SA glagunll iy 332.068

AU obuwslly Slall Jloe S8 plagsdl dd Gudss
Olagusdl cliy [ hpall BliXly 480 hihsie @ dpadawXl
£2006 plagadl cliy 1pgdaydf - 11 - 555,

oo 24 a1 4o 153 3¢

99942-78-06-1 : clas,

AL, - gl A

gl e AU Ayla )10 .2

oMl @llell - dradwXl clgidl 3
Olgaed!




o G ) s

aed pongl dodu |l el g3 g

Joag
ol pilg Ly Lay s

(&) d>io A GiaSW 25 230! 2 g1 ol
W) d>io dy Ul 4y ) 1 SUI Juad)
YY) d>io Aol ¥ do il 1 EIU Jadd!







—:dodio
Olrly L3l cOluSL 0o US & drall B3Nl LB plas DS s Jylisy
wilygding ol oo 4 Lasy 5,580 Jgall ol L o 2ld 3 fasins oa> e S
[owadl Jiis G (QUSI 138 (5T 4o 850 39 y0) ool Ll iy ol Sy
3 Gl ,55501 3 dyall B30 Hgidl dlms lsid Al by lmall 51 5L
L yall L y2all 355 Jany Ologadl 2y oLB 48 gl 315 () pBy 33y0) Yoo/ WA/
Sy BB e § dgall 0da )las (o B paill by (Rslogadl) Lodl
Slysdilly @il pligdl Ly oo Wby Y eall ol bl § el
gkl pssslly dalall
1 98 SUsd 138 oo oo sl o)
g o oY Gpall Gy LB LYl L pall oyl Ciy el
L)1) b pall U 20 psy s asly 05 Jie 595301 dyall (ool
L oy 1 ldgally JSLaLl cCglall ¢ ablgall 2 pme L3S (§rall 1335
Solis Yl L5lSa]y (3 padl B2y LB Leodlw Yl D yall 34455 wie Jgalf oda
pand gl ol pitsS (gl oda § ks Lgndy o5 1 elallally Joladl os
(el sgia Do dpall BNl BB~ Uiy Ly s 1 gl JSLadl
Letiaw s Loy LB b 1 Liodlaw] Bl | buslidly Bagandl ¥l Jo Gyl —0
0in dny Tl 211y Upal sy a5 oy oMl Byl SL8Y1 3 Jpall 03
(Y dall BLaYls LB G Ui yas Ty sk gy ballly w¥lawll
Iyl 032 & LoVl L pall Lyp2ill igar 5 5 1 ol Gany Bopme —
35 Ladl Yl L ypall Lig s SSlea pam o Gaabill wlalasYl oda LLB s
& I Jgall oda JLanl ps 3U gag J3lus by
ek Loy Loy Lkl L)l olsall Laa ol ly oSl g0 of o» dula¥ly
3 Wiy haydl § CBll S ax gl oéley 58 By ¢ dyall pBUI e Ty,
(Bl G 0 ukg) Bpall BLANI o Taedlu ¥l Tayyll by LgslB o133l
Jandl Gz o SI (sl Z3gadl LSy Laylinl 5 i Ldle Do) Ll of
b oYl Gpall plill o I BLs] 1as ¢ oMYl Fpall plailly (gl plailly
LSl L pall Ligyas 3 Lo Boliil T5lS] Loly 1 aldl ol plaill (amy

< o »



Pl Jgiy oy Loalis gy elas] ity pddl L3USH any b Ao § dols

S Jgall LS sl Ly Lsae 1 laiiad| ] Blo| Gl a5 ol 525

Jeald D38, Iyl Lsdl il 13 Lol § Bl cus aid ale 5 ,5Sall
LS5l 838, bl il il Aol Ul




JalJl Jemsll

dculiuss Ll ol







o) ) b s
el S | el

s dodio

() 35 @) 2l dlol Baball g3 LI [owdl 2B pYeer/NAfr
sl Ly o sl ploged! iy ol 4 Céji COLnSL Ygo by Bdlome 5L [opdl
il albgy TSVl D pall oo 3 Ldlagadl L2l G855 Jomy Olagiy O
Srall plladl b 3 3y Gpall Glaly LEJ daw § Lolusll 423l J“
SBaStly Slagadl Gaalbill o Dyl Jos Sy 5> 0Ll 4l s3I oY
Ligalso s I wlBgnlly whasdly (4] Yoy I Gabdl Sgims il §
) Liins 5 31 bl Jsladly

LB I g9 ga Dbl ol ypillg colaiiad | BELaal) JgYl %w [aadl Sl by
U agdl Jusis 9By L LS TILa0d ) b pall yy2ill w81y 0 3 el Blp5 Yl
otz Balnall Js¥1 S [ sl Glls s 00y byl LSl Yo iy il
—ih boad sl S8y (Y B, ) pY /1104

.rHVA/VV ol 4 iy oSl § RedlYl B pall Joy Agdll ssgadl o ©

eyl (0lls ooyl Laa olin, Y1 olgally Jgo BV (e oo HLieSL LS 235

U P gl Loty awics] S5 pa G I s ol JUs)

s 3 LAl LaSaally LJall Dyl LSl bl p144Y padgs g

LBy 5ylall aihs wslS S BSWI jaw s JUII pUsidl Tusdla] pany 1444

Obiwsl 3

L5 0552 0 e bl 0o U pllsid Iyl of ZogSiadl )3 oY 0y ol 3 ®

ObaSL & JUI Pl e § wlSLsyl Gl J) I3 sug ¥ G dale ey

LY Lolodl wladly wlobudl mog @l pliush Tgo 2y jaol 4l

£3589 Wb ULl Subsidiaries inl Gjlas (ool sl § Lodl] gy

bl sl Sl xe 3, .Stand alone branches Lyl Ll Zuwdl)

@ paal) 8yimall ol assb5sg Y0 ¥/V /Y § yolall (Master circular)

LY Joadill o 5 oSy p0dl 130 (5 priades ] DY

piibo pliy Julaiy (p5,% Lled alg) (godl] iy [lbddl o)l 3] oY) 22 ®

< 1 »




Lo 055 LeSlas andol 3 xd 0inSly Ugo by oo oSl ing il L
Subsidiaries inb G ylos sLas] jal § Slall pany B35 .0 los Luas
o1 5 Risk based audit blsll julol Jo Liddl el l ik J) Bls| ®
05y ally omiing Lagd g 200 o501 Ty 5y Janl) i i1 biSTy U 2y
ooyl
09 US 08 Ui oLiuSL Ugo by 3Taedu V| D pmall AlS 810f clas] o5 ®
0LimaSl 3 Ol sl yLasSl ¥l 48 pually il
Muﬂsaus)).:mjcomﬁ.\wouﬁs“gwya@é@ﬁm:u,,J;u,sgrs'
Al Us Sag i LS FReSle¥ 2,mll Lolsdl slgilly el ¢ fually
A By Joll TSl GyLall o gy a2l (101 5ol
Islamic Money oSyl il Gy wissl pshil Lylr sy Jla
pladll ool Bbes i) 3y 5,>Y JySo i Market Instruments
LSl & d el
il sgiall ol 21a8] 00 pYeee ple G LehSEs 5 I Ll k) o
Sylall Ldlominly psin  HyLadl¥l Byally Lolall L)l foall JS)
g B gl Yl
2Ua 5l S sl Fgo iy Bdlome 35U [ apadl Gl sla b jLae¥l § sl
— 1o 5,53 Lagdds colio 0o S L pais o3
Brief on Non-interest Based ;,UinSU 3 825! yaw (0 JLJI JUI ol
Financial Systefn in Pakistan
By pVAVAIVY pls § (LSl 2laiBYl 3 550 el slgsY el el
TS Usall st o 1S LS Lt gay 55,0 035 o]
Llos Blugy Lpipo <Lgd b 45,1 03a podls pal Jglis pipe @u Loud

—:Historical/Constitutional Perspective
Pl gl Il 2535 gar Byl 0LaSL § 51 D] Lnadl ol
Leds <p14¢8/v/1Y 3 Objective Resolutions & uall wi,l@l e p14¢v
Ulanlly ol Blgludl 2y yaJl Dbl gl ol 215 Ugo Ll pliusSly J) b

< \' >




wlelary $o0p pluSl bl o > ¢ LY G2l gy sla LS Ll
03n Jo 5 Ll 0TI 3 0y LS Lo ¥l a5y il sl o sl iy
Gmaadl 85 51008 ST § O sis wdy L)l Lgtingo <58 1 < Lnan)|
Basic Principles Report Lulu¥i Goldl pjis 1400 ple § DI Lol
3 Mol sl LS cgall (o) U oo sladall B JuS25 5,55 il 13a JidT o,SJ;
V90T plo & Ll Yl Gsalidl L) oy

LogSall o305 1 AVY ol SLSWI 5wl slge Gany of s oY1 CiBsll Loday
Uy pgilam palsd o mlelany S0l OLuSL goluno (uSil 45,8l lghadl Sl
.rDL.u?l Sald

skl 3> Federal Shariat Court Lf,ual L i)l Sl jgiwall el dUis
ks mo 02l 0P YU oIS 13] Les TogSll gl oblye Loty Lduye T 3
gimddl 3 il LSl 03gd G Y oSly Ldly T 3 Leie Gogaill pOLYI
ST i b Loladl wll 2Vl glaiy 0836 ST ¢ opalal) Lol Jig>Yl 05308
ylally Talaill cluylally el ¥l T o)1 ey 0252 J3li 086 5T Jb 0538
Gy g SO US samg By wilgin & al Lilay bl 138 (5,9 93y . el
214 ple Jo il

e il LaSmall Llgye Y V0 ppal 03 01440 ple i pdall lgind] B3 Mg
ary LSl cjaol w3y 1aa 3SWI el sl Uplb onyde 3 wdod w8y L1l
L Lo )1 LeSmall )18 3 ool LI 148 jaedgs § LpaSe Usho ¥yl
dsall Shariat Appellate Bench e st Gl s s pdy of oSad
ew|wwwsslo&;5iwsﬁuiaqﬂw|w|w;wiwm
.Ulama

Council of Ludlu¥l Lxggu¥l Lon oS35 05 £147Y ple s izgey
LI ) aVr jgiws 3 Lol Lede ol 3y La5ul 4g2s Islamic Ideology
Goldl o Tt 051381 Jaad Bl glly Gy Ly TagSiol) il s 5 Lgalgs
DYl

esie i S Lol o 1S 1025 0B LS )5 80 ad s Lingll 03 ol
Y1 Bagiall s b g LS ) Sl SolaiBVly ceolpd olein V1 plal

< \\ >



0P8 papio mais say LoPWI [ Lygiwadl LUl § T shs JUs oS 23S
by 51441 Lo § Islamization Commission Zalu¥l L) ¢usSsy da il
Sl glly lahidl Lol il g Lnlll 03g) Syl o LinSL Ugo iy Ll / sl
Bap 1 dyally olomdVl plill sLsd] o oS3 1 B Lulidl Sl L Ly
wlamwilly Blall ool by is Lalll «wsd Enunciated by Islam oy
.r\Q‘\\' rLG é aJus

J.;abé de.g "3}‘01‘ th-‘-” c§|3
—:Non-interest Based banking System in Practice

3 ey S ologerally DLl wus 8y VA0 sls 3o oLl gy Joall Ty
(O ypad s alaiBYl Lad) culd | eolooladll Jilji REPRERWS [ IRV

Panel of Economists and Bankers

Report on the slaid¥i o 35W1 sl poladl by w2 VAL 2lpd §
o3 yiaodlu Yl L o190, Y1 L) Elimination of Interest from the Economy
PV s 3 Dpseandl pudy [apal) lib Yoo Yans Do mdy Lajgny 5,57
w55 of oSy I JSLally <Ll miay DAl ol maslsll Janll il 1 Jslis
Jalaill Ly 138 BBWI Lo ol plil) 5108 ol o 85 s ma U Ly
iy of 0Ser ¥ el (55l Jalaidll o 8251 W] o1 18,0831 o glomall 3yl
REXEUIPRERTr VY

Bl U clawdll wlles oo 38WI WL Loyl Bl cusyl S
ol 7,8l Dpgll )5 J3ls LS Development Financial Institutions
Jalaiy ¥ plis b 3 cogSadl (53D Baamill 3yl ol clalsadly (535,41 2L
RH[E

000 Tgadl] pual (Slo G pall il Lol sls (S T s8Il il gl
gl e (Sl S5l L pall ol 3 Loyl ol il ] plSey Lsall
cilsl 251501 L] Talany w2l o 05101 03 kS sl 0L pog5 Trell O 4l
Bl sl ety S 23sall gn Bl [l § ALl ol of Lyl
il B350 ma 51N Gl Bylall ol 3 dyg el il slal ol
Pl b o8 p25 o Juiall wlhgrall [y ¥l Dyl BLAL p10Y Y

< \Y »




AV Jopsill o Gny Gk e Dl cibly i 8Ll [ ol § S Lall
B geall o3a ol pisdl me I bpsilly <30l leasing ¥ cJaill adlS
Layg s S5 D15l Buga) o Bagan §3b i) Lyoladiio el

Iy Lol WU wluwill wlbes oo Slsdll sW] Llo¥l @iyl clad 34
Jeans p3 IS (pVAA0 g —VAAY) Lyl Golally () AAS gs—1AVA § ]
ol o) pVAAY g8 3 @Sl ol Gl JUT Rl Sl LY
J2Y el i lall ohled s @lSa)l fisaid Sl g0 Rl b gl
LBl o 235 j900 me 138 0l3Sy «Participation Term Certificates
Jeans Ll 5. UL (ol dagedd jlie woled gy W plodly Ljlis wlS,3
[ § 3508l Gk 08 Jassily Bylaall o p1ANY ol Db pall lS 801 0538
LU <l,3dl 8,y (Markup in Pricesy oYl 3 sal3ll 5Ll

Loogll lall U 3 251sally Jalas ¥ 1 301501 plsiy Janl| T pVAAY b 3
3 ALl el e gl olaiiny iy (ol dliy) L ¥l Sjlall 2l 4
Josd LSy U G lall oyl aid sl o plunany Luudlly )Ll [ )l
Syl 5 amlll el s § Balyylly Jadll mdll pliy sgSadl ! oy liles
A Lall whbles hlis s paoiiy (LSl Vg i) ponsti) olgill § 00l Jpans
uylall wihlgsy Ja Y el

Lelially 8, laal) Ll Joldl JUIT (oly Jugais O3yl 7o pVAAY sl 0 iyl
AS Lall plasiuly 23y Selective Basis sl pulul s

PYAAG iy 3 LadLas] o5 ¢ 31sll el paiing Lad ¢8Il clghil S| s
il wlads ccnb¥gll wlogSa Ldlaill LogSadl Jogas i 0L gl 5 Lo
S w1981 e DI Jogaill o Sa] Gasb 08 Lolly Ll IS, cplall
s B fpally oy S L Ly wlasgdl JS) gl JS Jlo VAR Jupl s
LU Ly Il i I 5Ll Gpall Jolaill JS Lo p18AG sise dy . 5lsdll
Bl [ ol 3 5Las dlog ) LSl mlogll S Jusad 3 ey 15kl e I

L) plawdl pasy Lgd 2515 wds 0300 505 dpladl wllusdl § wlelag Yl Jgd il
Bl [ )l 3 S, Lally

! LYl (o,@1y LYl Laally Byl Je Gabip ¥ 13s ol dl8,LaYl juss

< v »



BSWL Jolais 1] e o LS s
Liins Sy 35199 90 Jagodll plbi) Lipo 8y 331 sy LSl Ugo iy o8
—:olol Loy wlegone w3l 4
oI Y G b e Jagedll ()
— :Financing by Lending
wload pgy 025k L plandl o 515 Jons ¥ Lo s of Bylanall oS )
o1 Ao TS5 LaeYS 3 33U pae e Lubeal) AL SN s YT b3
LSl Ugo iy pais . Lud JgSadly Lol gl wlaaizey Cost of Fund
Y By o pgu )l okl Je VI anl saiy
pmys Blsill pa I sag Cilaally a3l bl (Lo sy fang ! (201 —Y
Repayable if and when <23 ¢o o5 gl oSais Lsis oslom pizy wloas|
the borrower is able to pay
8yl Aol Jusaddl jose ()
—:Trade Related Modes of Financing
Markup ;)1 jaw 820301 mo oSlaall Lpmsy auiing ylall daslgy el o1, —
JsVBaL3)1 59 5oy 3T e Y oladl § Jsdll Ul> 3. J3l1 w01 5 in Price
.There should be no markup on markup s(,2f ja. §
Purchase of Trade Bills 3,lsul «¥lueS ¢l,5 —¥
Lls e gy Gylall Jd oo daally ol Ugiidly Ll Jao ¥l f,3 —y
el $Yia b o 5,51 85
Leasing 5,>YI —¢
Hire-Purchase LL.&YL <l —o
b3y 029 ol Je Development of Property Jso3i yshis L —1
el
—:Investment Type Modes of Financing
Bl [yl G S Ladl -
31 eyt UL ol § Fealud] —

< \¢{ »



uylall whblgsy Ja Y el 1S Ll wloles s —y

Rent Sharing jLx,¥1 § is,ladl —¢

s3I 2l Ol Bk Choy mdsy 0LaSL Do iy (B el 138 Sk
Cpeiil) LU lawilly Bylall os pailly Sloill o JBII Jsaill D> § o5l
e 0aysSA LIy )il ugas o Ul § bl 8¥ly S0Y1 asdl i3S
VAL ple By pp Il Clals aall o Bilall 2Ll miss Tigb 28 Lol 3
Ll Jlowsly (Bl [ 1 3 AS LaLN Gobo 08 011 ¢ wlagll 3l plbs mady
o sl 8226 e 328

SLbsly pabii) o5 wlolpw Jas 3 Al 0dn 3 0LuSL Ugo 2y platia] ]
oo I Dlsaill foall pghs 3 Laygss psil oY DU wlumslly Ojlall
Bl b ylaall Joill oyl ity (LSl Ugo iy (B 2l 132y 515
Jos 15 W3S Il ol oo i I oSl Jygaidll ) Dol lially
el pleiBY Gunl gy Ojlasl) Ll cboadll pouy Cluiin| LS iy S5l
g eIl 038 iy Il 138 3s 5,31 Gyl Claoly cusasll oy GyLall
oy oo IS oyl slhely Ly e e32S Gjlaal) Ll BY1 Cigylos 2055
il liwSL Dgo iy oy iy 138 G335 .5, >V blyaVly pasasl! <G pall Jb
Agpedl Ly SPWI (BLAVS 5800 8 100,

Flat Rate Boama wlghe 028 G LSl 3J5; Ly Ty pYAAS sy Jgl Mg
Jadll Ul § 4 Ysens oS s3I Penal Interest (sl 51501 pls Penalties
Llr bt olhs Slasll (Sapy Vel Loy ol blix VI Loy p130Y1
Jsley Rate of Return sk Juss 20 by oliSh Ugo Sy (s Ugpal) L3l
P EXN c_"l.:}] OBylall 0da Lgadoas S.f“dl Ll

Sbefiol L) oSar b D)l Joges wluamdey Slall wybial p1480 Gubesil
agSadl elaiadl § Byl [ o 1 84S, LA Syl

Lol Gaani) ol syl Pl oY Tiles wlsl 2] Sl 3535 o) p14Ae ole an
cagdpall aslsill 3 Abged| WOandll oy lasls
After 1985, no practical step has been taken for reforming the

new system or to proceed further on the path of Islamization>
except for some minor changes in banking regulations.

< \o »



Ll o) &Sall gsually e gl slaband]

Various Transactions & Possible Modes of Financing

g ] sl sl
8§ sl i
! 5y logS g L1 yaill Lo gSal) Loabed| e lon| =1

el Yl

Vsl D 3 Byl jlaul @by
i) e pai> g Ugadl LYl el

290 ZJjL)JJ.Ij DbS.‘ZJJ )JL@J‘ ujLu.oS -

43 = ¥lss U 3 Mark down olaisl Glbs
isbiusL)

| el Lsandl folyuadl o ¥leS) —

el o2 Inland 1us1s slas c.vl.:Lb.&S

J,*..a.” ch kil uLb s Jlj'u“...-ﬁ‘ ;.JYLU.@S -3

Sl ld_w.a.: wlos Uges cwlbias Ugos
4 Lalul Fixed Investment : i
Bl ¥l Yl wld AS Lall wholgd gl

digsd pardo g olall fygs —a
@J-i.oj oS :UJJ TR BN CHPRIW|

CWION 1 | P N “ N .

Jea 3 AL Jalall JUT ol ) Tl e Rosiall WY s
el gy 5l Byl

Lcluall —ii
Fixed Investment : el L.y
wld ASylall whlps e § Lealldl

ey d;.f:Jl cBJL'q-}’I LL.JLAI LJ.?S” —

el 3L el
Byladlf el AL daldl JUL
yed | é‘é.’L@'ﬂ

1




sl dals

o duog del, I i

el B0l

Il sl Loy ousylill Hlia) Ll
e pa <5199 092 02 Ll ol gedl
Wl oSey LS jaadl @by Gyb o8 Sl
Bl D will W § el § 5ol
a3 Laall GBylall aggas piny Soasall
oSt

J2 Y by bgio ¢ puad Jusal

Y s ) Blsf bLBYL <l LYl
ué’)a‘ 02y L"—l' L oS Sylall b8
o5 (59,8 Ll JJI ga LS Lol

0yl s sl s

Lesll JSo LU -1

CWIO i | PR A 45)‘_?}“

Loty @Yy el yghill ¢l sl 11
REES

Aol c’»Lo.U capall oyled cedolsll Slag
Al sl BlBIL

el 8

PO A NN PR A U |

el B sl G s Ll
Ll

Ly oY il

Rent Sharing s,L>¥1 4 is,Lall o5 )l
< ylall lged il Do ol3gl plasinly

laly 1 sl Sl o3I -IV
('le...ﬁljail

a5 g

Land Development 2 L =V

[l § AWl 51 L5 pomy madl o,

@bl Jods il —VI

3Ll | Orchards including nurseries
a5 g wbwl —VII
B3 pge obll yolos pghs —VIII

\V




9o sl Lol Lol

Housing s.¥1 -iv

Ol § Dype els] mo sla¥l G AS Ll

G yall JIgeY ol

pis 1 s Ll Laindl] liludl -V

oSy Jlas ¥ sl
Personal Advances (Other than
those for business purposes

and housing

Sl celyally el LS bl

oSO i PR A | .
) ’ J“J (d)L’dl QL’?L’?‘}

Aoy Lall elolgd g duLall wils -3

Mudarabah Companies and Mudarabah Certificates
Lylall wlsys JS e ol s cargin] L obylall e LBy 5,10¥1 sl
poidd 4 pgiy Jos 17 Ll Lylall ol Gye By oPWI 13s 3y Jaradll
wld L,lasy General Purpose Mudarabah iole (o8] wld Ljlas oleg
8 Dylall o985 of oSy S Specific Purpose Mudarabah ssass (21,21

s i 73 .PL.«}H &able = L,yladl 0o, Wi g LS Bogame pué gl Bogam
O3 13 sy g L)Lall 056 0a> s3I ol 00 030 Ll Y g9 L DLl
1o L1,adl LgSadl b o USall Religious Board Lopul L)l wags 13
Securities and Exchange Commission of isliusll silly elaiud! L)
el fmdll Golis 35 YheT ey ¥ ddall 4,Lal1 o] LS Pakistan
ST Losse flyy 1 44P1 88 51 U3 Ly 1,151 T LAl lS oy
Yo iy 0upis o5 b < olS,all oda Jlasl e LB Tausdlly Ll L3S 35 Gpensd 00

< A »



ol piil) T oSy clS,ll 0da balis o 1,430 SELRIAVARGHRR- PR e
03a o Sl bl Jsas p148F ple 3 5 b JUI gl § s 1 TSl
SN el Lall o S Gupwls p5 aakey ¢ D linSLIl sy ol | L) ol 31
Ly mobs § sasludl g sl 13 OGagyy aiilly wlaidl D) 51y das So5
3l U Ui,  SEaSLI LB L5 3 pLell 090 ol n 4iaSsy LAl plis

oW Mudarabah Association of Pakistan Lsbisbll L)lall Dasx i
dnsy gl €100 Lol gy Oy A AV Lylall plbd ppud pa Al B 1444
Mutual isadi 060l any, osle £.v7115 Leasing Sector wila¥i gl
PV s il 1449 e Gy LYl Jgd 4wy, osb YieeAy Funds
Yl lS,8) LT VA S Gealiall 70,4Y (L Llall sldl 7y VY busill
wlSys bayaas Il LLall wholed ety Gylaall o Ladin ¥ Jgiad 77,V
Y Jlesl dlry o dplie ollony 8550 (Ll 55lall 0igd 7 gams b (S5 DLl
U ol LS Yy ceogall JSsS
Banks may purchase Mudarabah Certificates issued
by Mudarabah Companies. But they are not allowed to
directly conduct Mudarabah business with entrepreneurs
neither as agent of the depositors nor as capital owners.
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Besides, the loss in participatory financing according to
Islamic shariah is strictly to be borne by the capital owner
or the financiers and the banks try to avoid such loss.
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The term includes an accommodation or facility under
a system that is not based on interest.
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However the term interest has not been defined in either
the Tribunals Ordinance or the Banking and Financial
Services Ordinance.
Money Lenders Jin¥ sy 058 § 5y 56 sl Cipailly
Gyl sla By oWl o3 (sl wiadl <ol plsslly el Ordinance
-1k LS
213 ool 3005 5T 5Ll 138 038 slges 451 3] 05 SN &Ll Gob 8oLy e o s
Lo gy digphy o2 ils 5T 138 Jado Y o 3T Digyb (5T 51 spamally B Gyb 000
SNy by pall i
“Interest includes the return to be mode over and above
what was actually lent, whether the same is charged or
sought to be recovered specifically by way of interest or
otherwise, but does not include any sum lawfully charged
for or on account of cost or expenses.”
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An Appraisal of The Non-Interest Based Banking Operation
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Such details should have been worked out before

implementing the system.
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“One is entitled to profit if he is ready to accept liability
of loss also”.
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However, the mark up technique adopted by the banks
did not fulfill these conditions.

1yl Bole] @l 5
—:Buy-back Arrangement

d,dl Nl Mol poi Ol § O)lall Litb L;w.ll g_;b.uj.dl 03 > gay
Mark up sl §55bs) el jas ol 03n (i o155 iy LaByy 05 Laall Wil
Liquidated Dam-— 3lsyl gaupnilly o by sg .52 5y § Ll w0
Jzb W= 3 Opportunity Cost islall iodl Wss bl Je e age
il Vs 15T Gy 18 Sl 038 e LS aladl i e

Sl e By “ebgll mdl” o Yl P G I3 sl s Gy
To Lyl jo o Ll iy 5yagdl any mldly gooladl @l § oglgally
circumvent the prohibition of Riba

oy ages JS3 wial UL Muslim Jurists saludl <Laa Ly b o3,

< YWY »




sy il G o3 JSp Y el pall Salely agaill ol bIyisl me 80l T 090 Al (i
ob Ll LeSaadly Lyl o)) Dos i)l oSl gDl L Jgun ¥l a0 S cids]
Declared Un-Islamic @l e Lol Ojlall b 01 wlus il o3a
ke L V811 /0E 3 B slall Bl e ) el ol el S5
0S5 o) Labudl Y 550 Lgie s “SI31 jandl” oS s gl el ol}
A iiald il s s i o s Sl 55250
« The transactions in the garb of mark up resulted in
interest, as neither the commodity was in existence nor it
had passed through the bank to the borrower”.
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The Federal Shariat Court (FSCy declared that various
provisions of the laws fwhich were; held repugnant to the
injunctions of Islam in its judgment dated 14™ , November
1991 would cease to have effect as from I*. July 1992.
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In terms of constitional provisions, the FSC judgment

does not come into effect till all appeals are disposed of.
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to advise and assist the Commission and the
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3". November, 2003
Dcar Sir,

We'would be glad to inform you-that Bank of Sudan,"in collaboration
with the Islamic Development bank - Jeddah, is working in the
documentation of the Sudanese expericnce in Islamic banking in the
different aspects of which banking control and supervision is part.  And
as your banking scctor has a sizable role in the cxpericnce of Islamic
banking, we find it nceessary to know about your experience in banking
control and supervision in order to enable us to have a comparative study
against which we could evaluate the Sudanese cxperience, bearing in our
mind the level you'have reached, the challenges and problems you have
faced, the solutions you have adopted, and the success you have achicved
in this ficld .

Hence we appreciate your co-operation by supplying us with your
experience in the ficld of banking control and supcrvision, as well as with
all documents and publications pertaining to your experience in this arca

r@ds.
Aot I

ba el—M'(TllTi’e'Zz Malhmoud El Qusi
First Deputy Governor
Bank of Sudan.

Khartoum, - Sudn
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State Wank of Pakictan

TAWFIQ A. HUSAIN

DEPUTY GOVERNOR

No. IBD(Misc.)/ 60 /2003 ! 9% November, 2003

Mr. Abdel Moniem Mahmoud El Qusi
First Deputy Governor,

Bank of Sudan.

P.O. Box: 313,

Khartoum -~ Sudau.

Dear Aﬂ}"‘l’“’(’% ?Q«/U\/Aﬂ/: ,

Assalmo Alaikum

Documentation of Sudanese Experience in Islamic Banking

Please refer 1o your letter dated 3'! November. 2003 on the captioned subject.
In this respect we have to state that efforts to introduce Islanic banking in Pakistan
were started in 1977-78. Pakistan was among the three countrics in the world that had
been trying to implement interest free banking a: comprehensive/national level, the
other two being Sudan and Iran. However, the Non-Interést Based (NIB) system
adopted by banks in Pakistan was declared un-Iski_nic by the Federal Shariat Court in
November 1991 and then by the Supreme Court of Pakistan on December 23, 1999. A
brief on the NIB system is enclosed (Annexure - X).

In 2001, the Government decided that shilt to Riba free system would be made
in a gradual and phased manncr and without causing any disruptious in functioning of
financial system in the country. Accordingly, State Bank of Pakistan has issucd policy
and criteria. for establishment of Islamic banks in privalc seclor in Pakistan.
subsidiarics by cxisting commercial banks and stand-alone branches by cxisting
conunercial banks to conduct [slamic banking in the country. The master circular
dated 1™ January, 2003 on Policies on Promotion of Islamic Banking is cnclosed as
(Annexurce - Y). A Musharaka-based Export Refinance Scheme has been designed by SBP in
order to provide export finance to eligible exporters on the basis of Islamic modes of
financing.

The present position is that one full fledged Islamic bank, namely Meeczan
Bank Limited, with its eight branches, is functioning exclusively on Shariah compliant
basis. As regard branches, the State Bank has given permission for ninc Islamic
banking branches to be operated by five banks. Some banks are considering creating
subsidiaries for Islamic banking business. In addition Lo risk-basced audit, State Bank
has also finalized an arrangement for Shariah compliance audit of Islamic banks.

10>~/
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ntinuation Sheet htate Wank of Pakistan

Further, a full-fledged Islamic Banking Department has been created in the

State Bank that is responsib:e for all matters related to Islamic banking and finance in.

the country. A Shariah Board has also been established in the State Bank to advise the

Bank on modes, procedures, laws and regulations for Islamic banking applicable in

Pakistan ensuring Shariah compliauce and smooth operations of Islamic banks.

Efforts are underway to develop Islamic money market instruments like ljarah Sukuk

to facilitate the process of lIslamisation of the banking system in Pakistan. A

Commission sct up by the State Bank in 2000 has also finalized contract documents

for all major modes of Islamic banking which are being used by the Islamic
bank/branches.

You are cordially invited to personally visil Statc Bank of Pakistan and obtain
first hand information about the recent developments. We believe that Sudan has done
a lot of work in development of Islamic banking industry and as such we would also
like to learn from your experiences, particularly in the fields of money market and
monctary policy instruments.

We look forward to building mutual cooperation for the development of
Islamic Bauking i our brotherly countries.

With best regards.,
Yours sincerely,

SR Y
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Deputy Governor

—— L
) P.O. Box 10922
Y O\A}“A‘ ‘ Jalan Dato' Onn
50480 Kuala Lumpur
3 " ' DE_C 7&“3 Malaysia
DatgSalleh Harun
piadt Jg¥t B S

Ref:JPIT/OB/?/ZKA/NAM. - 23 December 2003

H.E. Dr. Abdel Moniem Mahmpud El Qusi
First Deputy Governor

Bank of Sudan

P.O. Box 313

Khartoum

Sudan

Dear Dr. Moniem,

Inputs on Requlation and Supervision of Islamic Banking in Malaysia

| refer to your letter of 3 November 2003 on the above matter.

2. In the supervision of Islamic banks in Malaysia, Bank Negara Malaysia
(BNM) adopts the risk-based supervision methodology which the scope of
examination would e ncompass compliance with the Shariah principles. BNM's
banking supervisors are guided by the supervision manual which deals with the
objectives, procedures and standards of performance that should apply in
examining each area of Islamic banking operations. BNM also applies the
CAMELS rating framework to the Islamic banks. Our banking supervisors review
the quality of management, the compliance with regulations, the adequacy of
provision for financing, and the accuracy of the annual accounts of the Islamic
banks.

3. In the regulation of Islamic banking, BNM sets short-term and long-term
goals and strategies, issues policies, standards and guidelines and review the
performance of each Islamic bank. In formulating the above, we would consider
all factors that would affect the viability, stability, strength and resilience of the
Islamic banks as well as contribution to the Malaysian economy.




4, In this regard, | am pleased to furnish you the relevant documents
(Appendix 1) in the regulation and supervision of I slamic banking in M alaysia
that might be useful in assisting your bank.

Thank you.
Yours sincerely,
7

it

(Salleh Harun)
Deputy Governor

< {1 >



Appendix 1:

1)

2)

3)

4)
5)

6)

7

a)>{

9)

10)
11)

12)

Islamic Banking Act 1983
An Act to provide for the licensing and regulation of Islamic banking business. v

The Framework of the Rate of Return
A framework on method of calculating the rate of return for the Islamic banking
industry.

Risk-Based Supervision Framework
Risk-based supervision methodology in supervising the Islamic banks. —

BNM/GP1 — Guidelines op Directorship in the Banking Institution
Incorporated a coherent set of rules relating to the appointment of directors and
structure of Board to ensure that all, banking institutions are governed by an
effective board of directors.

BNM/GP3 — Classification of Non-performing Financing and Provision for
Substandard, Bad and Doubtful Debts

Set out the minimum standard on classification of non-performing flnancmg and
provision for substandard, bad and doubtful debts

BNM/GP5 — Guidelines on the Credit Limit to a Single Customer
Spell out the requirements for the banking institutions to diversify bank lending as
to spread the risks involved in lending to a single customer or industrial sector.

BNM/GP6 — Prohibition of Financing to Directors, Staff and Their Interested(

Corporations ’

Set out the condition on the prohibition of financing to directors, staff and family '

as well as their interested corporations.

BNM/GP8-i - Specimen Financial Statements for the Banking Industry
Spelt out the requirements for the Islamic banking institutions to disclose the
Islamic banking operations in a standardised financial reporting format.

BNM/GP9 — Guidelines on Money Laundering and "Know Your Customer

Policy”
Outlined the‘effective procedures and controls to combat money laundering.

BNM/GP10 — Guidelines on Minimum Audit Standards for Internal Auditors
of Financial Institutions

Governed the minimum guidelines on audit standards for internal auditors of
financial institutions.

BNM/GP11 — Guidelines on Consumer_Protection on Electronic Fund
Transfers J

A basic framework to establish the rights, liabilities of customers and financial
institutions relating to electronic fund transfers.

Discussion Paper
Experience of Bank Negara Malaysia in the regulation and supervision of Islamic
banks.
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BANIK MARKAZI JOMHOURI ISLAMI IRAN

" (The Central Bank of the lshmic Repablic of hun) ENCL OS ED
= LAY OE
==
Deputy Governor N Z. 158
e In the name of God CE
Date s ,_g i[ i
H.E. Mr. Abdel Moniem Mahmoud EI Qusi
First Deputy Governor ot sy

Bank of Sudan

Khartoum-Sudan

Balaglt Jo¥ colilt oSy |

Your Exccllency, o

With reference to your letter dated Nov. 32003 regarding our
experiences in Islamic Banking, 1 woluld like to inform you that our
Banking system operates under the terms and conditions of (wo
pivotal Acts as follows:

a. "The Monctary and Banking Act, 1972".

b. "The Law for Usury (Interest) Free Banking", ratified by

Islamic Consultative assembly on 1983.

1- According to }\l’(iclc 11 of the Monetary and Banking Act,
Bank Markazi Iran (The Central Bank of the Islamic
Republic of Iran), as the authority responsible for the
monctary and credit system of the country, fulfills the
function of Supervising banks and credit institutions. And
nccu}'dillg to Article 14 of the same Act, Bank Markazi Iran,
for the proper implementation of the monctary system, has
the authority to intervene in and supervise moncetary and

banking affairs such as the followings:

P. Q. BOX : 15875/ 7177 Mirdamad Blvd., NO. 141

‘T'ehran. ISLAMIC REPUBLICOF IRAN

Cable : MARKAZBANK Tel 29051 Telex : 213965-8 MZBK IR
General E-Mail Address: G. secdept @ CBLIR
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Determining the ratio of the sum-total of paid-up capital and
rescrves of the banks to the different types of assets.
Determining the maximum amount of commitment on the
part of banks emanating from opening lefters of credit,
effecting endorsement or issuing guarantees.

Auditing the accounts and documents and inspecting the
operations of banks and obtaining information and statistics
from them.

Limiting the activities of banks to one or more specific arcas
of opcra(ions.‘

Determining the manner in which savings and similar
deposits with banks may be utilized.

Determining the maximum aggregate amount of overall loans
and credits granted by banks or the maximum amount of
their loans and eredits iin cach specific field.

According to Article 1 of "The Law for Usury (interest) Free
Banking" the establishment of a monetary and credit system
based on rightness and justice (as delincated by Islamic
jurisprudenee) for the purpose of regulating the sound
circulation of money and credit to enhance the health and
growth of the country's cconomy, is one of the objectives and
dutics of the Banking system. And according to Article 3 of
the Law, banks are authorized to accept deposits under cach
of the following titles:

Quard-al-hasanch Deposits.

Ternyinvestment Deposits.

These deposits, for the utilization of which the bank enjoys
the' power of attorney, shall be used in joint venture,
Mozarebeh, Hire-purchasc, Installment Transaction, Mozara-
ali, Mosaquat, Direct Investment, Forward Dealings and

Joaalah Transactions.
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3~ The function of Bank Supervision is earried out by a General
Dircctorate, reporting Straight (o me. Three departments
jointly satisfy this rcquircmcuL They are:
e Banking Studies and Regulations Dept.
e On-Site Supervision Dept.
e Off-Site Supervision Dept.
Bank Supervision General Directorate in CBIL has got two broad
objectives:
1) Safety and sounduess of market players.

2) Compliance with Shari'a principles.
Pleasc find enclosed an English version of the two aforementioned

laws, should there exist any question on the above, do not hesitate to

contact me.

Truly yours

Mohammad Javad Vahaji

Deputy Governor
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