Review Question

	Chapter 2 of the Module

Murabahah



	Q1.Define murabahah literally and as a technical term

Page 36-37
Literally : ribh = profit / gain

Technically: 

=the sale of commodity at the price the seller has purchased it , with the addition of a stated profit known to both seller and buyer. 

=cost-plus profit sales

	Q2.What is the basis of murabah from Al Quran and As sunah?
Page 38

-QS 2:275 and Allah has permitted trade

- QS 4:29 O you who believe! Eat not up your property among yourselves enjustly except it is a trade amongs you, by mutual  consent

-As sunah : Rasulullah buy female camel from Abu Bakr.ra. for use as transportation to migrate to Al Madiah. Abu Bakar wants to give it for free, and he refused and say,”I will preferably take it at the acquisition price” -> qiyas : if tawliyyah (selling at cost) is permissible, then the sale with mark up is also permissible

	Q3.Explain the 3 elements of murabahah
Page39

· subject matter:clear (type,quantity,price)
· contracting parties:rational,able to act
· offer and acceptance:impose profit and cost

	Q4.Discuss the conditions for murabahah
Page 38 - 39

· subject matter:initial price and profit margin are known.Original price is fungible.

· If not fungible, then still hv to mention original price, then only can be sold by the owner, with the profit of other items.

	Q5.Explain the practical steps for murabahah financing
1)Master Agreement: Promise buy and sell (bank as Promisor-customer as Promisee)

2)Agency Agreement:to purchase (bank as principal to customer as agent)

3)customer (buyer) purchase from supplier (vendor)
4)Offer to purchase: customer make an offer to purchases from bank

5)murabahah sales (customer = buyer and debtor and bank = seller and creditor
1>2>3>4>5 important for valid mudarabah
(see notes 1)
	Q6.Can the interest rate be used as benchmark in determining murabahah profit 
Page 44 + taqi usmani book

Taqi usmani : 
Benchmark from interest which is not haram,but should leave it,coz:

1)interest (haram) as an ideal for a halal 

2)it does not advance the basic philosophy of Islamic economy having no impact on the system of distribution.
Example: liquor vs softdrink

	Q7.What are the remedies in a situation where the client defaults on his payment to the institution in a murabahah contract?
Page 47-49

· rescheduling, roll over without any additional charge / price increase

· use security (rahn)

- accept rahn AFTER  liability occurred NOT BEFORE. The subject matter can use as rahn

· make kafalah contract

	Q8.Is the bank allowed to give rebate for early settlement of murabahah financing?
Page 49
It is permissible, under these conditions:
· the discount is not a condition for earlier payment

· not stipulated in the agreement

· it is not the right of the buyer

· bank give it voluntarily

	Q9.What are the prohibited elements in murabahah
1)subject matter:

The commodity is already purchased (it should be not yet purchased)
2)fictious commodity (has to real and in existence)

3)conduct murabahah not in the correct stages, one after another (if not in the correct step by step, then it will be riba)
	Q10.What are the important clauses that need to be included in murabahah documentation?
Page 55-61

1)sale & Purchase
2)security

3)fee

4)payment ( full & tax)

5)default

6)penalty

7)indemnity

8)assignment

9)force majeure


Notes 1: Step to murabahah
	Step in Murabahah
	Stages & The capacities of parties
	Risk Borner

	1.Master Agreement
Promise to buy
	Bank:
Promisee
	Client:
Promisor
	On Bank

	2.Agency agreement
	Bank:
Principal
	Client:
Agent
	

	3.Purchase Agreement
	Client:
Buyer
	Developer:
Seller
	

	4.Offer to buy
	Client:
Buyer
	Bank:
Seller
	On Client

	5.Sale Agreement (murabahah)
	Client:
Buyer
	Bank:
Seller
	


	Chapter 3 of the Module

BBA


	Q1.BBA financing is considered one type of sales contract. Explain between BBA and other types of sales contract
Page –
BBA is a sales contract in which the payment of the price is deferred and payable at a certain particular time in the future. In fact in can be implemented to other contract, including: musawamah, murabahah, but can not applied in salam  because it is sale with 100% advance payment. BBA basically is term of payment. But in modern practice BBA refers to deferred sale with installment basis

	Q2.During his stay with his brother in Ampang.Ali decided to buy a newly developed house in Ampang. He intends to apply for BBA house financing from Bank Shariah ABC. Explain to him, the procedure that he has to follow to apply for such financing
Page .74

Based on the publication in one of bank islam in malaysia, the stages / procedure

· bank determines the requirement of the customer regarding the period and manner of repayment

· bank purchase the asset concerned

· bank subsequently sell the asset to customer with additional mark up
· the customer pay based on the installment as agreed

	Q3.How is the practice of BBA in Pakistan from the practice in Malaysia
Page 75 and page 76
· based on the publicity in Malaysia and the practice in Pakistan, the BBA is the same but named under different name. BBA in Malaysia and Bay’ Muajjal in Paki (hanafi)
· but based on review of legal documentation, BBA in Malaysia has a component of bay’ al inah, because the contract of selling from the developer is done by customer (Selling & Purchase Agreement – S&P) 
	Q4.It has been that financing via BBA is nothing but a replication of the conventional banking practice of lending on interest since the increase in price in lieu of the deferment given is identical to lending with interest. As such, the contract should not be considered a valid contract from the Islamic perspective. Do you agree with such an allegation?
· Page 
BBA Vs Conventional loan :
·  transfer owner ship [on the signing contract]vs[after the completion of installment]

· Subject matter: [asset for profit] vs[qard for interest]
· Flexibility in default:[extension time given for valid reason of default; the house is belongs to customer, can not impose force to take it back]vs[extension is bank’s policy not divine commandment; bank can take over the possession of the house because it is under bank’s title]

	Q5.Prepare a report on the necessary financing document for the purpose of BBA house financing in Malaysia in its various situations.
Page 79
· Sales and purchase agreement

· PPA – Property Purchase Agreement

· PPS- Property Selling Agreemnt
	Q6. case study abu (extended contract in refinancing)
Page 
In case of default of BBA, rescheduling is allowed as long it is not contain any additional new mark up / payment

	Q7.from s strict shariah perspective. Is it necessary that the house applied for under BBA financing be charged to the bank?
Page 

	Q8.Yusuf has two Islamic financing facilities with bank XYZ. He was caught by surprise when he was notified by the bank that both of his facilities have been terminated and the bank demanded that he settle the full payment of both facilities. Yusuf argued that this practice is contrary to shariah as the default occurred only one of the facilites.Discuss.
Page 85
Under the Cross Default cause, customer agree that the bank can do any necessary action in case of default, either by blocking the related facility or also other facilities under the same client (who is default).

As per Shahih Bukhari once someone agree again any imposition, than it will be binding for him

	Q9.Discuss the various opinion of the jurist regarding the compensation clause in the BBa facility
Page 82

Compensation clause = penalty 1% / month for any default. And intebank money markt rate should implied if the default continue beyond the maturity of the contract
	Q10.explain briefly between fixed and floating rates BBA, their mechanism and modus operandi of both facilities
Page 90
Floating BBA :the price is determined by fixing the ceiling price, and in month to month review , bank can give discount to the installment.

Fixed BBa : the price plus margin are fixed to give security for customer to managae the cash flow.
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