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"An agency agreement is signed by both parties in
which the institution appoints the client as his agent
for purchasing the commodity on its behalf.
The client purchases the commmodity on behalf of
the institution and takes possession as the agent of
the institution.
The client informs the institution that he has
purchased the commodity and simultaneously
makes an offer to purchase it from the institution.”

(Islamic Banking:p.127)
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"Many financial institutions finance the working

capital of an enterprise by opening a running
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account for them from where the clients draw
different amounts at different intervals,but at the
same time,they keep returning their surplus
amounts.Thus the process of debit and credit goes
on upto the date of maturity,and the interest is
calculated on the basis of daily products.Can such
an arrangement be possible under the musharakah
or mudarabah modes of financing(Islamic
Banking.p:177)

If such an arrangemeﬁt is agreed upon between the
parties,it does not seem to violate any basic
principle of the rnusharaka_h.-----practlcally.it means
that the parties have agreed to the principle that the
profit accrued to the musharakah portfolio at the
end of the term will be divided based on the
average capital utilized per day,which will lead to
the average of the profit per rupee per day will be
multiplied by the number of days each invester has
Put his money into the business,which will
determine his profit entitlement on daily product
basis."(Islamic Bankingp:178)

I B PN DS PL e SIS e o
..ﬂu;r,r_awfc.txu’-qra;.:d:éu’uw-ﬂrmfwa-:
AR 2 s SEC Py Elnip 2 6
bl oy Unl g sl b0 F Pl e

..f_fI:l_r ':(U.' U-'-'U-'QF/LQ'-L&JWL'-JB-



-WJM ¢y e adldl

J,.-I..'-{,‘:yio‘zw';l#—c_m?L{rxJﬁl{Jbﬂd_.luynﬁuf;bﬁ

Ol Wonsb 1l Ui So oo bk Yo I ein

A fnﬁ-jﬂﬁ mumx:f-&'xu:ﬂ& s LI WL L1t q..y)'

ﬁrPdLr;LsJ‘bﬁuﬁrténm.?mdm,Lftﬂ'rgdLﬂ

WL ANA AL KA B PL s sl (YIS

W S L lhrte e

S e M- o RENE S PALS AL ooty
I3 LSO 2 2B B e PRI AL U PR i
Qe Pyelite g le S i L el n oSt
G N s g S E L% s NI fo S
g b e bl Al e

"But the proposed running account of musharakah

where the partners are coming in and going out

every day,nobody has undertaken to contribute any

specific amouut. Therefore the capital contributed

by each partner is unknown at the time of entering

into Musharakah which should render the

Musharakah invalid.

The answer to the above objection is that the

classical scholars of Islamic Figh have different

views about whether it is necessary for a valid

Musharakah that the capital is pre-known to the

partners.The Hanafi Scholars are unaminous on the

point that it is not a pre-condition.Al-kasani, the

famous Hanafi jurist writes :
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"According to our Hanafi school,it is not a condition
for the validity of Musharakah that the amount of
capital is known,while it is a condition according to
Imam Shafi.Our argument is that Jahalah(uncertainty)in
itself does not render a contract invalid, unless it
leads to disputes.And the uncertainty in the capital
at the time of Musharakah does not lead to
disputes,because it is generally known when the
commodities are purchased for the
Musharakah,therefore it does not lead to uncertainty
in the profit at the time of distribution.”({Islamic
Banking:pp.179-180)
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"Some contemporary scholars do not allow this
method of calculating profits on the ground that it is
just a conjectural method,which does not reflect the
actual profits really earned by a partner of the
Musharakah. Because the business may have
earned huge profits during a period when a
particular investor had no money invested in the
business at all or had a very insignificant amount
investsd,still,he will be treated at par with other
investors who had huge amounts invested in the
business during that period.Conversely,the
business may have suffered a great loss during a
period when a particular investor had huge amounts
invested in it.Still,he will pass on some of his loss to
other investor who had no investment in that period

or their size of investment was insignificant.”
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"This argument can be refuted on the ground that it

's not necessary in a Musharakah that a partner

should earn profit on his own money only.Once a

Musharakah pool comes into existence all the

participants,regardless of whether their money is Er

is not utilized in a particular transaction earn the

profits accruing to the joint pool.This is particularly

true of the Hanafi school,which does not deem it

necessary for a valid Musharakah that the monetary

contribution of the partners are mixed up together."

(Islamic Banking:p178)

S gﬂ’gﬁt,‘..d.aﬁ;f LLIls S = CCLr gu{ J?wj{ﬁ.! Jntﬁt&“‘c}l“



n“’ﬂ'é‘ﬁ {”} e adld

WS bl Dt Lo 2V g i AL

Poe St e n JEN AN LIS ST e n L S

ﬂ?}?ukl-fxﬁﬁ{%k-dlww&bﬁ

“ Ll AU AL e i L L S L

LSS nfu SIS g S NP
Lt ofonin el 6t ;'..l_:'!..if.;flmf..:.r" (PR l'.?.g.gl. et
gL

Lopard sl \ SR RSP i L oo
Senf5 Pl LA e b s B AR Sl et AT IS b
L L_(Abe_Active partner,,l./uft‘;lu.ulnmeeplng partner Salre
b L S n LSt S P B R idl s\ I
_LG(&:JAEWL

ATtz fin s FTd g S UL o SPun )
WINAIL 455 Lo 30 b oy sp e S (Sl S
: s S P E NSRS It S5 6356

"In the proposed system,all the partners are treated

at par.The profit of each partner is calculated on the

basis of the period for which his money remained in

the joint pool.There is no doubt that the aggregate

profits accrued to the pool is generated by the joint

utilization of different amounts contributed by the

participants at different times.Therefore,if all of

them agree with mutual consent to distribute the

prgﬁt_s. on daily products basis, there is no

= in]unctlon of shariah which makes it
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impermissible,rather it is covered under the general
given by the Holy Pl;Ophet e 3 ke A sesguidelines in
his famous hadith,as follows:"Muslims are bound
by their mutual agreements unless they hold a
permissible thing as prohibited or a prohibited thing
as permissible.”
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" If distribution on daily products basis is not
accepted,it will mean that no partner can draw any
amount nor can he inject new amounts to the joint
pool. Similarly,no body will be able to subscribe to
the joint pool except at the paticular dates of the
commencement of a new term.This arrangement is
totally impracticable on the deposit side of the

banks and financial institutions where the accounts
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are debited and credited by the depositors many
times a day.The rejection of the concept of the daily
products will compel them to wait for months before
they deposit their surplus money in a profitable
account. This will hinder the utilization of savings
for development of industry and trade,and will keep
the wheel of financial activities jammed for iong
periods.There is no other solution for this problem
except to apply the method of daily products for the
calculation of profits,and since there is no specific
injunction of Shariah against it,there is no reason

why this method should not be adopted."
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