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receipt and payment of interest on any of its operations”.
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Islamic Banks® AN AFITFT @I AWl AVIH FECR | @ AR
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“The Islamic bank basically implements a new banking concept,
in that it adheres strictly to the ruling of the Islamic Shariah in
the fields of finance and other dealings. Moreover, the bank
which is functioning in this way must reflect Islamic principles
in real life. The bank should work towards the establishment of
an Islamic society; hence, one of its primary goals is the
deepening of the religious spirit among the people.”
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Mudaraba is a form of partnership where one party (Sahib al
Maal) provides the fund while the other provides the expertise
and management. The latter is reffered to as the Mudarib
(Manager). Any profit accrued is shared between the two parties
on a pre-agreed basis, while capital loss is exclusively borne by
the partner providing the capital (Sahib al Maal).
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“Musharaka is an Islamic financing technique that adopts ‘equity

sharing’ as a means of financing projects. Thus, embraces
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different types of profit and loss sharing partnerships. The
partners (entreprenuers, bankers etc.) share both capital and
management of project so that profits will be distributed among
them according to agreed ratio and loss is shared as per their
equity participation.”
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Accounting and Auditing Organization for Islamic Financial

Institutions (AAOIF]) Pt Ricae = @ st g sireE-

...... a form of partnership between the Islamic bank and its
clients whereby each party contributes to the capital of
partnership in equal or varying degrees to establish a new project
or share in an existing one, and whereby each of the parties
becomes an owner of the capital on a permanent or declining
basis and shall have his due share of profits.”
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“Murabaha is a contract between a buyer and a seller at a higher
price than the original price at which the seller bought the goods
as a financing techinque. It involves the purchase by the seller
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(financier) of certain goods needed by the buyer and their re-sale
to the buyer on cost-plus basis. Both the profit (mark up) and the
time of repayment (usually in installments) are specified in the
initial contract.”
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“Murabaha is selling a commodity as per the purchasing price
with a defined and agreed profit mark-up. This mark-up may be
a percentage of the selling price or a lump sum. This transaction
may be concluded either without a prior promise to buy, in
which case it is called an ordinary Murabaha, or with a prior
promise to buy submitted by a person interested in acquiring
goods through the institution, in which case it is called a
‘banking Murabaha’ i.e. Murabaha to the purchase orderer. This
transaction is one of the trust-based contracts that depends on
transparency as to the actual purchasing price or cost price in
addition to common expenses.
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“A salam transaction is the purchase of a commodity for
deffered delivery in exchange for immediate payment, It is a
type of sale in which the price, known as the salam capital, is
paid at the time of contracting while the delivery of the item to
be sold, known as al-Muslam fihi (the subject matter of a salam
contract), is deffered. The seller and the buyer are known as al-
Muslam ilaihi and al-Muslam or Rabb al-Salam respectively.”
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“Istisna is a contract for manufacturing (or construction)
whereby the manufacturer (seller) agrees to provide the buyer
with goods identified by description after they have been
manufactured or constructed in conformity with that description
within a certain time and for an agreed price.”
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“Istisna’a is a contract of sale of specified items to be
manufactured or constructed, with an obligation on the part of
the manufacturer or builder (contractor) to deliver them to the
customer upon completion.”
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