


A Guide
to Accounting Zakah

Dr. Husayn Husayn Shihatah
&
Dr. "Abd as-Sattar Abu Ghuddah

AL-FALAH FOUNDATION

For Translation, Publication & Distribution



© AL-FALAH FOUNDATION FOR TRANSLATION, PUBLICATION
& DISTRIBUTION. Second edition, 1425/ 2004.

All rights reserved. No part of this publication may be reproduced,
stored in a retrieval system, or transmitted in any form or by any
means, electronic, mechanical, photocopying, recording or otherwise,
without written permisston from the publishers.

Translated & edited by: Al-Falah Fous:dation
Cover design by: Mai Nawar

Technical Supervisor: Said Faris

General Director: Sheikh Muhammad “Abdu

Published by:

AL-FALAH FOUNDATION FOR TRANSLATION,
PUBLICATION & DISTRIBUTION

24 At-Tayaran st., Nasr City, Cairo, Egypt

Tel. & fax: (202) 2622838

Website: www . falahonline.com
E-mail: info@falahonline.com

ISBN: 977-5813-38-7

AA / AAYC :&l.;:\‘gl \;_"q_)



Contents

Prelace oo

Part One
Caiculating Zakah

1.1. Accountancy equations and rules for alms on money .
1.2. The equations of calculating alms on money ...........

Second Essay: Executive Measures for Calculating Alms for
Individuals and Companies ......cccccoevnveviiirinceneennen...

2.1. Steps in calculating alms on money ............u.........

2.2. Accountancy tools and methods in calculating alms
ON MONEY t1uirernnrtiniueerieeeaeassnrartencesssesssnsesseseses

2.3. Diagram for calculating alms on money .................

Third Essay: Schedule of Assets and Defining the Extent of
the Due Alms and How to Assess Them ........ccouu.........

-111-

12
14

15



3] . FiXed ASSELS tiurrrerennserenaesenneresensassnsnsssassasoseannns

3.2. Expenses which are delayed until revenue starts ......

3.3. Long term investments .......covviiiiiiiniieieieensnenenns

B, GOOAS teerreereeaieeesesasassasesnssssssssssssnnsasssosssssssssns

3.5. The debtors, payment documents and insurances ......

3.6. Deposits and due revenues .....oceevvieiveciieeninnnnn.

3.7. Cash deposits in banks and in safes ......................

Fourth Essay: Schedule of Liabilities (Deductions) and
Permissibility of Deduction from Alms Assets ................

4.1. Liabilities (deductions) ..c.oevveereriiaieiiinieiiieeennennns

4.2, APPropriations ...cceeeveeeeiuiiiniiiiiiiieiiiieiiassreessess

4.3.

Ownership rights ...c.coovviiiiiiiiiiiiiiee,

Fifth Essay: Accountancy Forms to Assess and Calculate

Alms on Money and Different Activities ........cooeeeeenens

5.1.

52

5.3.

54.

5.5.

Accountancy forms to assess and calculate alms on
wealth in cash ...eviiiiiiiiiiii e

Accountancy forms to assess and calculate alms on
goods for trading and industrial activities ...............

An accountancy form to assess and calculate alms on
agriculture and fruits .......ocoiviiiiiiiiiiin s

An accountancy form to assess and calculate alms on
o7 111 [P SOPP R PPt

An accountancy form to assess and calculate alms on

mineral and marine wealth and minerals in the earth .

-1V-

15
16
16
17
20
21
21

23
23
25
25

27

28

30

33

36

38



5.6. An accountancy form to assess and calculate alms on
revenue of INVestment assets ..vvvveveeieeeieeieininnennnn.

5.7. An accountancy form to assess and calculate alms on

FEVENUE TTOM WOTK . uunreiieeeeeeerenreernensasssaennees

5.8. An accountancy form to assess and calculate alms on

revenue from freelance professions ..........ccceenies

Sixth Essay: Practical Case Studies for Calculating Alms on
Industrial and Commercial Activities

6.1. Case study number (1) «..covviniiiiiiiiiiiiiienees
6.2. Case study number (2) coeviivirriniiireiiiiiennnennns

Biblography ... e

Part Two
Zakatul-Fitr

Introduction .........cooiiiiiiiiiiiiii e e
A1 211710 1 1 U
The Legal Ruling and the Significance of Zakatul-Fitr ........
What Type of Food Can Be Given and its Substitute ..........
The Value of Zakatul-Fitr in Money ......c.ccoeviivinvinnnnne..
The Amount of Zakatul-Fitr ...c.covveiuiiieneienieniiiiiiiiiiinnnn.
Who Must Pay Zakatul-Fitr ......ccccoovieiiiiiineniiiiiiininnnnn.n.
The Conditions and the Time of Zakatul-Fitr

The Recipients of Zakatul-Fitr .....ceceveveieiiiiiiiiiiiiiiiiinanans

40

45

47
47
54
59

65

67
69
70
71
73
75
76
78



The Place in Which Zakah is Paid

----------------------------------

Formula for Calculating Zakatul-Fitr .......cc.cocovvvviiininnnnnen

The Expiation for Missing a Day of Fasting .....................

Compensation for Missing a Day of Fasting ....................

Dua When Fasting c.... o eeeeeaeaeeeresannnneeens
o

Desirable Things in Fasting

------------------------------------------

_VI-

80
81

82
84
85
87



Preface

Zakah 1s a duty that must be fulfilled by all "capable” Muslims for
it constitutes one of the five pillars of Islam. This premise is taken for
granted by all Muslims; scholars as well as common people. However,
the most important question is: How should a Muslim pay Zakah? Or,
what is the right way to pay Zakah?

Books of Figh (Islamic Jurisprudence) already provide us with
directions and details needed for this task. In modern ages, applying
such directions of how to calculate zakah to companies, factories and
other institutions is something that needs to be dealt with in full detail.
Particularly, those that relate themselves to the field of accountancy.
Many accountants are in need of a guide to help them estimate the due
value of Zakah on the companies they work for. This is what the in
hand discusses.

This book - as a guide - sheds light on how to calculate zakah due
on different commercial, industrial and economic activities of various
institutions and businesses. This guide also introduces the idea in a very
modern and systematic way that is compatible with modern day living
and the speed of transitions frequently taking place all over the world.

In so doing, this guide emerges in a simple and easy way which
enables every one; specialist or commoner, to read and understand the
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application of such rules. It also delves deeply into the sources of
Islamic Shari’ah to derive the easiest method of calculating Zakah.

Also, the second part of this book deals with Zakatul-Fitr. On
whom is it obligatory? To whom should it be given? What types of
food should be given or can money be substituted? These questions
and others are answered herein, along with some brief notes on fasting
itself.

By clarifying such Islamic issues, Al-Falah hopes that this book
adds something to the introduction an original and accurate picture of
the religion of Islam to all human beings; Muslims and non-Muslims
as well.

In addition, we would like to thank Dr. Husam Mahdi and Dr.
Abdel Hamid “Eliwah for their efforts in translating this valuable
book. Thanks should also be extended to Naseema Mall and Ahmad
M. Hasan who revised this edition.

Finally, all praise and thanks are due to Allah, without Whose
Help and Guidance nothing can be accomplished.

General Director
Sheikh Muhammad “Abdu

-VIII-



Part One

Calculating Zakah







Introduction

To calculate alms (Zakah) on money for individuals and
companies, an accountant needs a guide to help him in defining the
items of assets, on which alms are due. He also needs to know how to
assess the liabilities which should be reduced from assets for alms, in
order to reach the alms category, and then how to calculate the alms
which are due to be paid.

This Guide includes summarized information on the concepts and
rules which an accountant needs to calculate alms. It also includes the
accountancy forms needed and the executive measures to be followed.
Information is given without details of legality and accountancy. This
1s because such details should be checked in specialized sources which
are mentioned at the end of this Guide.

This Guide is aimed at accountants of economic and financial
institutions, legal accountants, researchers and students and
businessmen who want to calculate alms due on their money and
activities, without getting involved in legal matters.

The Guide is laid out in six essays as follows:
First Essay: Accountancy rules and equations for alms on money.

Second Essay: Executive measures to calculate alms for individuals
and companies.



Third Essay: Schedule of assets (cash), defining the extent of the
due alms and how to assess them.

Fourth Essay: Schedule of liabilities (reductions). The allowance
of reducing them from alms assets.

Fifth Essay: Accountancy forms for calculating alms on money
and other activities.

Sixth Essay: Case studies on calculating alms on commercial and -
industrial activities.

A bibliography of important sources is included at the end of this
Guide to be checked for more detailed information.

The present Guide is written in a realistic fashion to meet the
contemporary needs of alms in Islamic Countries, reflecting actual
situations of individuals and companies. Information is written in a
simple way and arranged in an easy manner so that it becomes
accessable for the layman.

We followed, in preparing this Guide, decisions, fatwas, and
explanations issued from Figh councils, conferences and seminars on
alms, especially those arranged to discuss problems of modem'times,
by Bayt az-Zakah in Kuwait, Dallat al-Barakah Group and others. We
also followed the Guide for calculating alms for companies (issued by
Bayt az-Zakah in Kuwait) as mentioned in the text.

We hope that this Guide becomes useful to Muslims, and that the
efforts in producing it are purely for Allah's Sake, without any desires
for the self. We hope that it is a valuable contribution to the literature
of Figh and calculating alms, and that it becomes a means for
governments, companies and individuals to fulfill the obligatory duty
of alms giving, for the goodness of all humanity.

The authors



First Essay
1. Accountancy Rules and Equations

for Alms on Money

1.1. Accountancy rules and equations for alms on
money:

The calculation, reviewing and announcing of alms on money are
governed by a group of accountancy rules extracted from the sources
of Islamic Shari ah, or from the concepts of accountancy which do not
contradict with the rules of Islamic Shari ah.

The most important of these rules are as follows:

1. The annual rule:

Alms are calculated according to the lunar year. Counting starts when
the amount of money attains the Nisab (the minimum amount on which
alms should be paid). This includes all kinds of alms except alms on
agriculture, fruits, mineral assets and Rikaz (metals found in the earth).

2. The rule of the independence of each year:

Each alms year 1s an independent one, and alms on a given amount
of money should not be more than once in the same year. Duality
should be avoided. The Prophet (Peace be upon him) said,

"No duality in alms giving."



3. The rule of actual or assumed growth:

Actual or assumed growth of an amount of money is a condition
for any alms to be given from this money. Therefore, alms are not due
on fixed assets or things for personal use. This is because the
condition of actual or assumed growth would not be met.

4. The rule of capacity for obligation:

Alms are due on money which is abounding (more than basic
needs). No alms are due for little amounts of money. The amount of
money should reach the Nisab. This guarantees that only those who
have the capacity of paying will be obliged to pay.

5. The rule of calculating alms on the total and the net amounts:

For every kind of money or activity there is a rule for calculating
alms which are due on it. Some are calculated in relation to the total
amount and others are calculated in relation to the net amount. For
example alms on cash money and its growth, and also alms on cattle
are calculated in relation to the total amount. Whereas alms on
revenues of commerce and investments are calculated in relation to
the net amount, so that alms are due only on what abounds expenses
and debts at the time of the completion of a whole year.

6. The rule of grouping monies of the same kinds:

It is permissible to group cash money of wealth to cash money
available from offers of commerce and other gained cash money, so
that for all these monies there would be one Nisab and one alms year.
However, it is not permissible to group different kinds of money. For
example, cattle, cash available from commercial operations,
agriculture and fruits should not be grouped in one lump sum and the
alms paid on them.



7. The rule of evaluating according to the current value of the
market:

Evaluating cash money of wealth and cash money from offers of
commerce to define the due alms should be according to the current
value at the time of paying alms. They should not be evaluated
according to the historic value, cost or market, whichever is less.

1.2 The equations of calculating alms on money

1. Receptacle of alms money = alms assets - liabilities which are
due to be paid at that moment.

2. Alms assets = Assets which meet the conditions of obligatory
alms. They are as follows:

a. It should be a full ownership.
b. Growth (actual or assumed).

c. The completion of the year except for alms on agriculture,
fruits, mineral wealth or minerals in the earth.

d. No other kind of alms has been paid on the same assets within
the same year.

e. Assets should abound basic needs.
f. It should not include a debt which is due at the time.
g. It should reach the minimum obligatory amount (Nisab).

3. Short term liabilities = Short term liabilities which are due
payment and in which the conditions of decision are fulfilled.
These conditions are:

a. Liabilities should be related to the activity.
b. Liabilities should be due payment during the coming year.

c. Liabilities should be legally permissible.

7.



4. The amount due for alms (Nisab) = 85 grams of pure gold. A
gram should be evaluated according to current prices at the
time of paying alms in the country in which the original money
is located.

5. The amount of alms due = The receptacle of alms money once
it reaches the Nisab x the price of alms.

6. The price of alms = It varies according to the kinds of money
and activity. It ranges from 2.5% to 20%.



Second Essay
2. Executive Measures for Calculating

Alms for Individuals and Companies

2.1. Steps in calculating alms on money:

Alms on money should be calculated according to the

following steps:

1. Defining the date completing the year. This date varies according

2.

to the circumstances of the alms giver, with the exception of alms
on agriculture, fruits, minerals and minerals in the earth. In these
cases alms should given at the time of harvest or the aquisition of
the minerals.

In the case of defining the date completing the year for the first
time, the date of beginning and the date of completing should be
defined according to the date of reaching the Nisab amount.

Different monies owned by the alms giver should be assessed at
the end of the year according to the rules of alms. From these
monies it should be defined on which alms must be given. They
are called alms assets.

3. Assessment of liabilities (deductions) which are due to be decided

upon, from alms money according to the rules of Zakah.

9.



4. Defining the receptacle of alms by the deduction of due habilities
from alms money. According to the following equation:

The receptacle of alms = alms assets - due habilities.

5. Defining and assessing the amount of Nisab according to the kind
of money, the kind of activity and also the kind of alms. Nisab
differs according to the kind of alms (on what will the alms money
be spent).

6. A comparison should be made between the receptacle of alms,
defined in step 4 above, with Nisab defined in step 5. So as to
know whether alms are due or not. If the receptacle reaches the
amount of Nisab, then alms would be due.

7. Define the amount which should be taken from the receptacle of
alms, which accountants term as the percentage or the price of
alms. It should be as follows:

a. Quarter of the tenth (2.5%), as it is in the case of alms on cash,
trade, revenue of investment, revenue from work and money
gained from minerals.

b. Half of the tenth (5%), as it is in the case of alms on agriculture
and fruits which are watered by tools (with a cost).

c. Tenth (10%) as it is in the case of alms on agriculture and fruits
which are watered by water from springs and rain (without
cost).

d. Fifth (20%) as it 1s in the case of alms on minerals in the earth.

8. Calculate the amount of alms by multiplying the amount of the
receptacle by the amount of the price (or percentage) of alms. The
result should be the amount of due alms.

-10-



9. Defining who pays the due alms are as follows:

a. For individuals and personal establishments: The individual
or the owner should pay the due alms.

b. For partnerships: The amount of the due alms should be
divided between the partners, each according to the percentage
of his share in the capital of the partnership.

¢. For investment companies: The amount of the due alms should
be divided on the number of shares to know the amount of alms

due on each share. Each investor should then pay alms
according to his ownership of shares.

d. For partnerships of labor and capital (Mudarabah
Shar’iyyah): The laborer (Mudarib) should pay alms according
to his share of profits. Whereas the financier (Mumawwil)

should pay alms on the capital and the profit less the laborer's
share.

10. Revenue from alms should be distributed according to its due
activities and persons in the light of the rules of Islamic Law
(Shari’ah). It is preferred to open an account for the depositing of
alms, to which alms payments should be transferred from
partnerships, companies, establishments and alms institutes.

It is permissible to give alms to institutes or committees of
alms to redirect the money in their due activities and persons
according to Islamic Law (Shari'ah).

Alms money should be spent on the following:

1. The poor.
2. The needy.
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3. Those who work in administering alms.

4. Those whose hearts have been recently reconciled to the Truth.
5. To free slaves.

6. Those who are in debt.

7. In the Path of Allah.

8. The wayfarers.

2.2. Accountancy tools and methods in calculating
alms on money:

In order to calculate alms on money, an accountant needs the
following tools and methods:

1. General balance (or financial situation) made on the date of
calculating alms.

2. Final accounts for the ended year, on which alms are to be
calculated.

3. Clarifications concerning the balance and the final accounts, such
as:

- Current value of alms assets.
- Bad and good debts to be paid.
- Bad and good debts to be collected.

- Revenue from fixed assets which are for collecting or for
investment. And other necessary clarifications concerning
calculating alms.

4. The price of gold at the time when paying alms is due, in order to
calculate the Nisab.

-12-



5. Different monies possessed by the alms giver should be grouped if
they are of the same kind.

6. Different contemporary fatwas concerning alms.
7. The Guide for calculating alms.

8. Other accountancy tools and methods which may be useful for
calculating alms.

The diagram in the following page summarizes the procedure for
calculating alms on money.
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2.3 Diagram for calculating alms on money

(D

(2)

3

4)

)

(6)

(7)

(8)

Starting p(;int

Prepare the general balance and clarifications on it

l

Define and assess the alms assets

4

Define and assess habilities which must be met

Y

Define the receptacle of alms by deducing (3) from (2)

Y
Define the Nisab according to the price of gold

Y

Compare the receptacle of alms with the Nisab

Y

Calculate the amount of alms if the receptacle reaches
the Nisab

|

pend the alms money on the persons and activities
defined by Shariah
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Third Essay
3. Schedule of Assets and Defining the Extent of
the Due Alims and How to Assess Them

Accountancy
Item Due status | j55essment for alms

3.1. Fixed assets:

- Materiahistic fixed assets for No
use in operations and services.

- Materialistic fixed assets used | alms should be | Annual net revenue

to generate a revenue. paid on net| should be grouped with
profit other alms assets.

- Long term investments in real Yes According to market
estate for generating revenue. prices.

- Long term investments in real Yes According to the value
estate for generating revenue, of the land, plus the
which are under construction raw materials which
and with the intention of will be kept as part of
selling them. the estate.

- Long term investments in real No

estate, which are under
construction and with the
intention of keeping them.

- Moral assets (non-material), No
with the intention of keeping,
such as fame and rights related
to excellency and innovation.
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Continued: (Schedule of assets and defining the extent of due alms
and how to assess them)

paign.

Accountancy
Item Due status|  agsessment for alms
3.2. Expenses which are de-
layed until revenue starts:
- Expenses before starting. No
- Expenses of starting up. No
- Expenses of advertising cam- No

3.3 Long term investments:

- The ownership of shares as
investments to receive rev-
enue from.

- The ownership of shares for
trade (to buy and sell).

- Investment in the share of
dependent companies for
keeping to get revenue.

- Investment in the share of
sister companies for keeping
to get revenue.

alms should
be paid on
revenue,

alms should
be paid on
their value.

alms should
be paid on
revenue.

alms should
be paid on
revenue.

Net profit should be grouped
with other monies. 2.5% alms
should then be paid.

According to the market value
at the time when alms are
due, and add to it the growth
(the source + the growth).

The dependent company
should calculate due alms,
then the share of the mother
company should be defined
and paid.

The sister company should
calculate due alms. Then the
share of the company should
be defined and pad
according to its ownership of
shares.

-16-




Continued: (Schedule of assets and defining the extent of due alms
and how to assess them)

Item

Due status

Accountancy assess-
ment for alms

- The investment in shares of
bought company for trade.

- Bonds paying interest and
government stock paying
interest for trade.

- Real estate investments with
the mtention of getting rev-
enue.

- Real estate investment with
the intention of keeping
them.

alms should
be paid on
their value.

alms should
be paid on
their
original
value.

alms should
be paid on
revenue.

No

According to the market
value

According to values in
books, which should be

added to other alms assets.
Alms should not be paid on
interest. All interest gained
should be spent in charitable
causes.

3.4 Goods:

- Goods which are completely
manufactured in a commercial
establishment or company.

- Goods which are completely
manufactured in an industrial
establishment.

alms should
be paid.

alms should
be paid.

According to market value at
the time when alms are due.

Alms should be paid on the
raw materials and added
materials which form a part
in the final product. They
should be valued according
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Continued: (Schedule of assets and defining the extent of due alms
and how to assess them)

Item

Due status

Accountancy
assessment for alms

- Goods during their man-
ufacturing (unfinished) in a
factory or an industrial es-
tablishment.

- Works in process in con-
tracting companies, for sale
purposes.

- Works under construction
for establishments and com-
panies for ownership.

- Completed works for con-
tracting companies,

- Primary raw materials and
added materials which be
come part of the end product.

alms should
be paid.

alms should
be paid.

alms should
be paid.

alms should
be paid.

to market value at thc time
when alms are duc.

Alms should be paid on the
raw malerials and added
materials which form a part
of the final product.

Alms should be paid on the
raw materials and added
materials which form a part
of the final product, plus its
share in the market value of
the land.

Alms should be paid on the
raw materials and added
materials which form a part in
the final building, plus its
share in the market value of
the land.

According to market value.
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Continued: (Schedule of assets and defining the extent of due alms
and how to assess them)

Item

Due status

Accountancy
assessment for alms

- Temporary materials which
do not become part of the
end product.

- Stocks in sites of contracting
companies.

- Raw materials bought and
on their way.

- Industrial instruments which
are not for sale.

- Spare parts which are not for
sale.

- Spare parts which are for
sale in commercial es-
tablishments and companies.

- Goods on their way for trad-
ing.

-Goods on their way for
keeping.

- Budgets assigned in books
to buy goods, which are not
shipped and did not arrive.

No

alms should
be paid.

alms should
be paid.

No

No

alms should
be paid.

alms should
be paid.

alms should
be paid.

According to market value.

According to market value
at the place of its location at
the time when alms are due.

According to market value.

According to market prices
in the place where the goods
are at the time when alms
are due.

According to what is actual-
ly paid from the budget as-
signed in books.
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Continued: (Schedule of assets and defining the extent of due alms
and how to assess them)

Item

Due status

Accountancy
assessment for alms

- Goods deposited in others'
premises.

alms should
be paid.

Market prices in the place
where the goods are.

3.5. The debtors, payment
documents and insurances:

The debtors:

- Debts which are due to be
collected now.

- Postponed debts in which
there is no hope (doubted).

- Debts which are not hoped to
be collected.

- Bad debts.

-Good payment documents
which are hoped for.

- Postponed payment docu-
ments which are uncertain.

alms should
be paid.

No

No

No

alms should
be paid.

No

According to the value in
the books of the good debits.

On the year of collecting the
debts alms should paid on
one year only.

When collected 1n the
future, at any time, should
be added to the receptacle of
alms, and alms should be
paid for one year only.

According to value in books,
if there 1is interest they
should not be added. Any
interests should be spent in
charitable causes.

Alms should be paid only in
the year of collection.
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Continued: (Schedule of assets and defining the extent of due alms
and how to assess them)

Accountancy
Item Due status | g5sessment for alms
- Insurances kept by others. No
- Deposits paid to others. No
3.6. Deposits and due rev-
enues:
- Expenses which are paid in No
advance:
- Such as advanced deposit for
rent.
- Insurance paid in advance.
- Due revenues:
- If they are hoped to be col- | alms should
lected. be paid.
- If there is no hope in col- No If collected in the future,
el they should be added to the
receptacle of alms in the
year of collection.
3.7. Cash deposits in banks
and in safes:
- Investment deposits in Islam- | alms should | According to value in
ic banks (short term). be paid. books added to it the rev-
enue or the profit.

21-



Continued: (Schedule of assets and defining the extent of due alms
and how to assess them)

Accountancy

Item Due status
assessment for alms

- Investment deposits in banks | alms should | According to value in books

which give interest. be paid. on the original sum only,
The interest should be spent
on charitable causes.

- Current accounts alms should | According to value in books.
be paid.
- Cash in receptacle alms should | According to actual stock

be paid. taking.

- Silver and golden coins alms should | According to market value.
be paid.

29



Fourth Essay
4. Schedule of Liabilities (Deductions) and

Permissibility of Deduction from the Alms Assets

- What are the liabilities which may be deduced
from the alms assets?

the purchase of com-

mercial goods.

- Long term loans to finance
technical offers.

-In general, for fixed long
term  liabilities, the in-
stallment which is due for
payment should be deduced
when calculating alms.

- Debtors
- Due payment documents

- Short term loans from banks
or from elsewhere.

installment
which is due

deduce the
installment
which is due

deduce
deduce

deduce

Item LEGEENS aSSé::;]Oel:lI:t?Or:'cglmS
4.1. Liabilities (deductions):
- Fixed liabilities (long term).
- Long term loans to finance | deduce the |If the company does not own

enough assets to pay thes
loans. ‘

If the company does not own
enough assets (o pay thgse
loans.

According to value in books.
According to value in books.

According to value in books.
Interest, 1f found, should not
be deduced.

23




Continued: (Schedule of liablilitics (deductions) and whether it is
permissible to deduce them from alms assets)

long term loans.

- Expenses due to be paid to
others.

- Advance payments for goods
or services to be presented.

- Advance  payments  for
goods or services which will
be presented in the fol-
lowing year.

- Taxes which are actually
tied and due {(not under dis-

pute).
- Annual profits which are
suggested to be distributed

but the decision to agree on
that is not issued yet.

- Due insurances which are
given by clients.

- Minorities rights.

If their private investments
are included in the alms as-

seis.

deduce

deduce

deduce

deduce

deduce

deduce

Wheth
1 “ther | Accountancy assess-
Item e are ment for alms
due
- The due installment from| deduce |(The instaliment due for pay-

ment only, from long term
loans.

According to value in books.

If the goods are entered within
the alms assets.

According to the value in the
books.

According to the actual taxes
due.

Because the decision to ap-
prove them is not issued. They
are considered part of own-
ership rights.

The due installment only.

According to the value in
books, if their private monies
were entered in the alms assets.
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Continued: (Schedule of liablilities (deductions) and whether it is
permissible to deduce them from alms assets)

ferences.

Whether
alms are Accountancy assess-
Item 4 ment for alms
ue
4.2 Appropriations
- Appropriations for holidays. deduce | According to value in books.
- Appropriations for end ser-| deduce |According to value in books.
vice for workers,
- Appropriations  for com-| deduce |According to value in books.
pensations.

- Appropriations for penalties. | deduce { According to value in books.
- Appropriations for taxes. deduce | According to value in books.
4.3. Ownership rights
- Capital No
- Bonus of issue. No
- Revenue reserves. No
- Law reserves No
- Regular and optional reserves. No
- Capital reserves. No
- Undistributed profit. No
- Reserves for assessment dif- No
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Fifth Essay

2. Accountancy Forms to Assess
and Calculate Alms on Money
and Different Activities

This essay includes a number of simplified accountancy forms to
calculate alms on money and other activities in the light of information
mentioned in previous essays.

These forms are meant to be used as a guide for accountants when
assessing the receptacle of alms, and when advising the alms giver,
whether he is an owner of a personal establishment or a partner with
others in a private company or a share holder in an investment company.

The forms are as follows:
1. A form to assess and calculate alms on wealth in cash.

2. A form to assess and calculate alms on commerce and industrial
activities.

3. A form to assess and calculate alms on agriculture and fruits.
4. A form to assess and calculate alms on cattle.

5. A form to assess and calculate alms on mineral and marine
wealth, and minerals in the earth.

6. A form to assess and calculate alms on investments.

7. A form to assess and calculate alms on revenue from labor.
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% A form to assess and calculate alms on revenue from freelance
work.

5.1 Accountancy forms to assess and calculate
alms on wealth in cash:

The receptacle of alms on cash wealth includes: banknotes, coins,
silver, gold money as well as ingots of gold, current accounts in banks
and investment accounts.

The Nisab for cash wealth is 85 grams of pure gold, or its equivalent
in cash, or 595 grams of pure silver. The Islamic Commission for
Research has recommended to use the Nisab in gold.

The assessment and calculation steps are as follows:

a. Define the time when the alms are due (Al-Hawl), which starts
from the time when the amount of money reaches Nisab.

b. Define all items of cash wealth, on which alms must be paid
(alms assets).

c. Assess all items of cash wealth according to market value at the
time when alms is due.

d. Settle all due liabilities on the alms giver from his cash wealth so
that to know the receptacle of alms.

e. Compare between the receptacle of alms and the Nisab, which is
equivalent to 85 grams of gold according to the market value. If
the receptacle reaches the Nisab, then alms is due to be paid.

£ Calculate the amount of alms by multiplying the receptacle by
the price of alms, which is 2.5%.

The following page shows an example of calculating alms on
cash wealth:
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Form for calculating cash wealth alms for the

year which endedin / /

Item

Sub-
total

Total

Elements of cash wealth:
- Saudi Riyal
- American Dollar

(after assessing according to market price).
- Gold and silver monies

(after defining weight or number)
- Pound Sterling

(after assessing according to market price).
- Ingots of gold and silver (after defining weight).
- Investment bonds

(aftcr assessing according to market price).
- Jewelry for investment

(after assessing according to market price).
- Jewelry which exceeds the amount normally

used for beautification.

Total alms cash money

Deduced: Debts which must be paid now by the
alms giver (if any).
* Cash wealth alms receptacle
* Compare with the Nisab (the equivalent to 85
grams of gold) if receptacle reaches the Nisab,
then alms should be calculated as follows:
* Amount of alms =

alms receptacle x 2.5% = ..... Dinar.

* %

* %

K%

%%

¥k

* %

kK

* 3k

ok %k

ook ok

¥k %k

ook ok
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5.2. Accountancy forms to assess and calculate
alms on goods for trading and industrial
activities:

What is meant by goods for trading is anything which is to be
bought or sold with the intention of trading to earn a profit.

Goods for trading differ from goods for obtaining in that the latter
is meant to be obtained for aquisition and personal use and not for
selling or trade. No alms, therefore, are due on them, as they are not
added to the receptacle of alms.

The definition of receptacle of alms on goods for trading and
calculating their amount should be done according to the following
steps:

a) Define the end of the alms year. Which may be the same date as
the end of the financial year for an establishment or a company.

b) Define and assess the elements of alms assets such as goods,
duties, documents of payment, investments in stock for trading
and cash in banks and cash in safe...etc.

c) Define and assess the elements of immediate current liabilities
which are due for payment from the aims assets.

d) Define the receptacle of alms by deducing the current liabilities
(item c¢) from the alms assets (item b) and add any earned
money (if applicable).

e) Define the amount of the Nisab, which is the equivalent to 85
grams of gold, and then compare with the receptacle of alms.
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f) Calculate the amount of alms. If the receptacle reaches the
Nisab, alms should be calculated as 2.5% 1n the case of a lunar
year, and 2.577% in the case of a solar year.

The following page shows a form for calculating alms on trading
goods and the question of other trading activities such as industrial
activity:
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Form for calculating alms on goods for trading
and industry for the year which ended in / /

' Sub-
Item Total
total

e Alms assets : such as:
- Goods. ok
- Duties / documents of payment (to be collected). ok
- Investments for trade. ok
- Cash in banks. ®%
- Cash in safe, *%
e Deduced: immediate labilities: such as: ok ok o
- Debtors /documents of payments (to be paid). *k
- Suppliers. ok
- Loans due. ok
- Liabilities. ok
o Net alms assets. Ekk
o Added: Earned money (if any). Hk K
e The receptacle of alms on goods for trade. *ok ok

¢ Compare with the Nisab (the equivalent to 85
grams of gold) if the receptacle reaches the Nisab,
alms should be calculated as follows:

Amount of alms =

receptacle of alms x 2.5% = ...... Dinar.
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5.3 An accountancy form to assess and calculate
almns on agriculture and fruits:

What is meant by agriculture is anything which comes out of the
earth and is planted by seeds, from which man, animal and bird feed.
And, by fruits everything which trees carry which is to be eaten.

Alms on agriculture and fruits are due at the time of harvest or
collecting, according to Allah's instruction:

4 And pay its due on the day of its harvest ¥
(Al-An'am, 141)

Therefore, if an area of land produces more than one crop within
the year, its owner should pay alms on each crop separately.

The following are the steps of assessing the alms receptacle of
alms on agriculture and fruits and calculating their amounts:

a) Measure the total production of the land either by production
quantity or cash.

b) Define the expenses on the production, if the opinion adopted is
that which says that expenses should be deduced as far as they
do not exceed the third, which is the opinion of the Sixth Figh
Seminar of Barakah.

¢) Define the receptacle of alms by deducing item b from the
item a.

d) Define the amount of the Nisab, which is the equivalent to 5
Awsagq, or the equivalent to 50 Egyptian Kaylah, or 653 kg of
wheat or the average food for most people.

e) Calculate the amount of alms as follows:
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- In the case of watering by cost: amount of alms =

The receptacle of alms x 5% = ............. Dinar

- In the case of watering without cost: amount of alms =
The receptacle of alms x 10% = .............. Dinar

The following page shows a form for calculating alms
agriculture and fruits:
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A form for calculating alms on agriculture and

fruits for the crop .......
Sub-
Item Total
total
* The value of the crop: ok ok
- Deduced: The cxpenses of farming (with the **
condition that they do not exceed one
third of the value of the crop).
- The cost of farming. *oE
- Governmental taxes. *ok
- Other expenses related to the crop. ok
%k
Net value of the crop. *ok &
Deduced: Currently due debts (if any). ok
* The receptacle of alms on agriculture and *ok ok

fruits.
* Compare with Nisab, the value of which is 5
Awsag, or therr equivalent. If the receptacle reach-
es the Nisab, alms should be calculated as follows:
The amount of alms:
* In case of watering by cost:

reccptacle x 5% = ...... Dinar.
* In case of watering without cost:

receptacle x 10% = ...... Dinar.
* The amount of alms should be taken from the
crop.
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5.4 An accountancy form to assess and calculate
alms on cattle:

Cattle includes camels, cows and sheep. Alms are due on them
only if they are bred for multiplication and not used in any way as
animals of burden. Nisab for alms on cattle differs according to the
kind of species. For camels it is five, for sheep it is forty, whereas for
cows it is thirty. One should refer to Figh books for more details.*

The following steps should be followed to assess the receptacle of
alms on cattle and to calculate its value at the end of the year:

a) Define the number of cattle, deducing the working animals and
the ones ready for trade (for which there is a different way of
calculating alms).

b) Compare the number with the Nisab. If it is less than the Nisab,
then no alms are due.

¢) Define which category the number falls into, in order to define
the amount of due alms.

d) Define the alms due according to tables in Figh books.(")

We include on next page a form for calculating the alms on cattle.

* Dr.’ Abdel Sattar Abu Ghudda & Dr. Hussain Shehatah, "Document of Figh and
accountancy of alms", previous source.

1. See Figh books mentioned at the end of this book, or to the above source.
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A form for calculating alms on cattle for the
year which ended in / /

Item

Camels

Cows

Sheep

* The total amount of cattle.
Deduced:

- Working animals (exempted).

- Animals prepared for trade

(there is a different system of cal-

culating their alms).

* The receptacle for alms on cat-
tle.

* Compared with the Nisab (5 cam-
els, 30 cows, 40 sheep), if the re-
ceptacle reaches the Nisab:

* Calculate the amount of alms ac-

cording to the relevant schedules.

* ok

* 3k

¥k

&k

*k

%%k
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5.5 An accountancy form to assess and calculate
alms on mineral and marine wealth and minerals
in the earth:

Mineral and marine wealth include anything of value which is
brought out from the earth or the bottom of rivers, seas or oceans.
Minerals in the earth (Rikaz) are treasures which are burried in the
earth.

The Nisab for minerals and marine wealth is the same as the Nisab
for cash wealth, i.e., the equivalent to 85 grams of gold. On the other
hand, alms are due on minerals in the earth regardless of their
quantity. For both categories there is no need to wait until a year ends.

The following steps are for defining the receptacle of alms on
mineral and marine wealth:

(a) Define the net production from the earth or sea, on which alms
must be paid.

(b) Compare the net production with the Nisab (the equivalent to
85 grams of gold) in the case of mineral wealth. For Rikaz there
is no Nisab.

(c) Calculate the amount of alms, if the receptacle reaches the
Nisab, on the basis of 2.5% for minerals and 20% for Rikaz.

We include on the next page a form for calculating the alms on
mineral and marine wealth.
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A form for calculating alms on mineral wealth
for operation number ..... dated on.....

Sub-
Item Total
total
* Net value of mineral and marine wealth:*
- Net value of mineral wealth. %
- Net value of marinc wealth. %
Net value of mineral and marine wealth. ok

Compare the Nisab (85 grams of gold) with the re-
ceptacle of alms. If the receptacle reaches the Nis-
ab, then alms should be calculated as follows:
Amount of alms =

receptacle of alms x 2.5 = ._....Dinar.

e Alms on mineral and marine wealth after the completion of
production sorting, purification or cleaning and preparation for
sale.

- Machinery, manpower and any other expenses of production are
not to be deduced.
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5.6 An accountancy form to assess and calculate
alms on revenue of investment assets:

What is meant by investment assets is any assets which remain
fully owned whilst revenue from investing them are re-occurring, such
as real estate, cars and others.

No alms are due on the actual assets because they are of the same
category as assets obtained for establishments (fixed assets). Alms,
however are due on their revenue once these revenues reach the Nisab,
after deducing actually paid expenses and debts which are currently
due.

Receptacle of alms on investment assets is calculated by deducing
actually paid expenses and debts which are currently due from
revenue, according to the following steps:

(a) Define the total annual revenue at the end of the year.
(b) Define all expenses of getting the revenue.

(¢) Deduce expenses which are actually paid from the total revenue
to define the net revenue, on which alms must be paid.

(d) Deduce currently due debts which the alms giver must pay and
also the cost of original matters, if they were not deduced from
any other receptacle of alms.

(e) The net of all the above should be added to any cash and trade
goods owned by the alms giver and on which no alms were paid
at the end of the year to ascertain the receptacle of alms.

(f) Compare receptacle (e) with the Nisab which is the equivalent
to 85 grams of gold. If the receptacle reaches the Nisab, then
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alms should be calculated on the basis of 2.5%, which is the
chosen opinion for the present guide.

See a form for alms on revenue from investment assets on the next
page.
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A form for calculating alms on revenue from
investment assets in the year which is ending

on/ /

Sub-
Item Total
total
* Total annual revenue 3k ok
* Deduce:
Costs and expenses which are related to the ok
revenue and which are actually paid.
* Deduce: ke ok
- The expenses of the original matter which is ac- ok
tually paid.
- Debts which are due currently. * ok
KoK ¥
Receptacle of alms on revenue *okok ok
from investment assets
* Add cash, earned money, net of receptacle of
trade if no alms were paid on them. *ok
Receptacle of alms * %%

Compare with the Nisab (the equivalent to 85
grams of gold) when receptacle reaches the Nisab,
alms are as follows:
The amount of due alms =

receptacle of alms on revenue from in-

vestment assets X 2.5% = ...... Dinar
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5.7 An accountancy form to assess and calculate
alms on revenue from work:

This category includes wages, salaries, income from freelance
work and won money. Alms must be paid on what remains of this
money at the end of the year by adding it to other monies owned by
the alms giver when calculating the Nisab and the alms year.

The following are the steps to define the receptacle of alms and to
calculate what is due at the end of the year:

(a) Define what remains from the revenue at the end of the year
after deducing what is actually paid from costs of basic needs
and after paying outstanding debts, if there were any which
were not deduced from other receptacles of alms.

(b) Compare what remains in step (a) with the Nisab (85 grams of
gold) to know whether alms are due or not?

(c) Calculate the amount of alms if the receptacle reaches the
Nisab, on the basis of 2.5%.

See on next page a form for calculating alms on revenue from work.
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A form for calculating alms on revenue from

work in the year which is ending on / /

Sub-
Item Total
total
* Total salary during the year *k
* Total other revenues during the year ok
* Deduce: *k
- Costs of basic needs which are actually paid. *k
- Costs of acquiring the revenue which is ac-
tually paid. =
- Paid debts. s
k¥
Net salary and other revenues Lk
* Add:
Other cash monies (if there are any) on which no
alms were paid. .
& sk ok

Receptacle of alms:
* Compare with the Nisab (the equivalent to 85
grams of gold), if the receptacle reaches the Nis-
ab, then alms are calculated as follows:
Amount of due alms =

Receptacle of alms x 2.5% =....... Dinar
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5.8 An accountancy form to assess and calculate
alms on revenue from freelance professions:

The following are the steps to define and measure the receptacle of
alms on revenue from freelance professions:

(a) The professional should define a date for ending the alms year,
which may be the end of the financial year for example.

(b) Calculate all direct revenues from practicing the profession
from the beginning to the end of the alms year.

(c) Define expenses and costs which were actually spent in order to
get the revenue from practicing the profession.

(d) Define the basic needs for the alms giver and his dependants
which were actually spent during the year.

(e) Define the debts which were paid by the alms giver during the
year (if there were any).

(f) Define the receptacle of alms by deducing (b,c,d,e) from (a).

(g) Compare the receptacle from the previous step with the Nisab
(85 grams of gold).

(h) Calculate the amount of alms if the receptacle reaches the Nisab
on the basis of 2.5%.

A form for calculating alms on revenue from freelance professions
is on the next page.
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A form for calculating alms on revenue from

freelance professions in the year which is

endingon / /

Item Sub- Total
total
* Total revenues during the year ok
* Deduce:
- Costs of practicing the profession. ks
- Costs of basic needs of the alms giver and his
dependants, which are actually paid. *E
Deduce: ok
#ok
- Paid debts. s

Receptacle of alms:
Compare with the Nisab (the equivalent to 85
grams of gold), if the receptacle reaches the Nis-
ab, then the amount of alms is as follows:
The amount of alms due =

The receptacle of alms x 2.5% = ...... Dinars.

*ok

46-




Sixth Essay

Practical Case Studies for Calculating Alms
on Industrial and Commercial Activities

Case study number (1): Calculating alms for a personal
establishment of industrial and commercial activities

General budget for the establishment of Mu adh ibn Jabal for
manufacturing and trading in armory for the end of the financial year
ending on the 30wt of Dhul Hijja 1414 A H.

Ownership
Assets Sub- | 4. tal rights Sub- | 1 tal
total & liabilities | total
Fixed assets Ownership rights
[Fixed assets for use | 20000 Capital 50000
Fixed assets for} 34000 Current  for the{ 20000
generating revenue 54000 jowner 70000
Long term  iIn- 11000 [Profits of the year 1000
vestments Drawings 6000
Exchanged assets Long term loan 15000
oods 23000 Current liabilities
etter of credit for| 2000 Debtors 5000
the purchase of raw Payment docu-| 3000
aterial ments
Debtors 7000 Short term loans| 3000
Commercial stocks | 7000 and interest on
Stocks for trade 6000 them.
'Variable due rev-| 1000 Bank overdrafts{ 3000
enues and interest on
Due revenues from.| 2000 them.

_47-



Continued: (Practical case studies for calculating alms on industrial

and commercial activities)

Ownership
Assets STL Total rights sl Total
total & liabilities | total
freal estate
Deposits in banks 2000 Advanced pay-| 1000
urrent accounts in} 3000 ments from clients
anks Revenue collected| 1000
olden coins 2000 in advance from
ash in hand 1000 clients
56000 |Taxes 2000
Postponed revenue Insurance for cli-| 1000
[costs ents
Starting up costs 2000 Due expenses 2000
Pre-start costs 2000 Other debtor ac-{ 2000
4000 [counts 23000
125000 125000
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Clarifications on the financial situation for the
purpose of calculating alms

1. Fixed assets include some chosen real estate for the purpose of
letting out to others. Their value is 34000 Dinars, annual rent is
2000 Dinar which is collected in the month of al-Muharam 1416
AH. of the following year. It appeared in the general budget
amongst due revenues.

2. Long term investments are shares acquired for revenue.

3. The market value for cash money or the purpose of trading is
estimated at 5000 Dinars with its revenue.

4. Analysis of the goods figure for the purpose of alms:

- Fully manufactured goods - 9000 Dinars, which were assessed
according to the market value, including raw materials and
additional materials. k

- Works during production - 5000 Dinars, which were assessed on
the basis of the market value, including raw materials and
additional materials.

- Raw materials and stock - 3000 Dinars, which was assessed
according to the market value in their location.

- Goods on the way - 300 Dinars, which were assessed according to
the market value in their location.

5. The establishment made a letter of credit to purchase raw materials
valued at 2000 Dinars.

6. The debtors figure includes 1000 Dinars of bad debts, payment
documents include a payment slip issued by one of the clients
which is doubted to be a bad debt, 2000 Dinars.
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7. Due revenues are hoped to be collected: their analysis are 1000

Dinars of variable revenues, 2000 Dinars revenue from real
estates.

8. The due installment from the long term loan is 3000 Dinars.

9. Drawings are to meet commitments for paying end of service
payments, compensations and penalties.

10. The establishment is indebted by accumulating interests for
overdraft of 1000 Dinars and also 1000 Dinar interests on short
term loans.

I'1. Insurances for clients on operations which are completed and due
to be returned to them.

12. Other debtor accounts are the rights of governmental department
which are due for payment immediately.

13. The price of a gram of gold is 4 Dinars.
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A form for calculating alms for the Establishment
of Mu'adh ibn Jabal for manufacturing and
trading in armory for the end of the financial
year ending on the 30'" of Dhul Hijja 1415 A.H.

Sub-

Item Total{ Notes
total

Firstly: Alms assets'

- Net revenue from fixed assets which | 2000
were acquired for the purpose of gener-
ating revenue.

- Net revenue from investment in stocks | 1000
with the intention of generating an in-
come.

- Investment in stocks with the intention { 5000
of trading as well as generating an in-
come.

- Fully manufactured goods. 9000
- Goods or works which are in the process | 5000
of production.
- Raw materials and stock. 3000
- Goods on the way and goods which are { 3000
stocked with others.
- Letters of credit to buy raw materials. 2000

30000 Continued

[. 1t has already been clarified in the third essay "The basis of assessing alms
assets”. In general, it is according to the market value at the time when alms are
due.
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Continued: (Form for calculating alms on trading goods)

Item Sub- Total| Notes
total
Previous: alms assets 30000
Continued/ alms assets:
- Good debts, hoped to be collected. 6000
- Good payment documents, hoped to be | 5000
collected.
- Good due revenues, hoped to be col- | 1000
lected from others.
- Deposits in banks and their revenues. 2000
- Current accounts in banks. 3000
- Gold and silver coins and other items | 2000
from the same category.
- Cash in hand 1000
Total alms assets 50000
Secondly: Deduced - Due liabilities
- Due installment from long term loans 3000 Only due
instalments
- Debtors and current accounts in debit 5000
- Due payment documents 3000
- Short term loans 2000 Interests
excluded
- Banks, overdrafts 2000 Interests
excluded
- Advanced payments from clients for dis- | 1000
patching goods.
- Paid revenues from clients for services | 1000
not given yet.
17000 | 50000 | continued
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Continued: (Form for calculating alms on trading goods)

Sub-
Item Total{ Notes
total
Previous: alms assets 17000 | 50000
Continued: Deduced - Due liabilities
- Taxes and due governmental fees 2000
- Insurances for clients due for returning 1000
- Expenses due 2000
- Due rights of others 2000
- Certain commitments, unidentified clear- | 6000 D‘L;::g;"'
ly, such as compensations, penalties, end doubted
of service payments and holidays. debts or the
drop in
prices of
stocks.
Total of due liabilities 30000
Receptacle of alms 20000
Thirdly: Calculate the Nisab
The equivalent to 85 grams of gold, if the | 340
. Assuming
receptacle reaches the Nisab, alms should that the
be calculated. price of
one gram is
4 Dinars.
Fourthly: Calculate amount of alms:
= receptacle of alms x alms percentage
20000 x 2.5% 500

Fifthly: Distribute the alms:
Paid by owner because it is a personal es-
tablishment
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Case study number (2): Calculating alms for a limited
company which works in the field of construction Financial situation

for Urban Development Company limited for the year ending on
30/12/1415 A H.

Sub- Sub-
Item Total Item Total
total total
Fixed assets Ownership rights
Land and real es-| 100000 Capital 200000
tate Reserve 100060
Equipment and ma-[ 50000 Issue bonus 75000
chines Recycled profits {25000
Cars & means of]| 30000 Total ownership 400000
transport rights
Furniture and fit-] 20000 Long term loans 200000
tings Particulars 100000
Net fixed assets 200000 JCurrent liabilities
Works under con- 100000 |Debtors 120000
struction Suppliers 50000
Long term in- 50000 JAdvanced pay- | 30000
vestments ments from clients
Exchanged assets Payment docu- | 100000
Un-accorded works | 70000 ments
Housing units 180000 Credit facilities  |50000
Works under con-| 100000 Due interest on|25000
struction loans
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Continued: (Case study number (2))

Sub- Sub-
Item Total Item Total
total total
Stocked raw ma-| 50000 Other due ex-|25000
terials pensses
Equipment for works | 50000 400000
Annual profits 100000
450000
Indebted and pay- 150000
ment documents
Insurances with oth- 25000
ers
Due revenues 10000
Cash

Current in banks 50000
Tied credit cover| 100000

letter
Cheques to be cashed| 50000
Cash in safe 15000
215000
12000()(1 120000

_55.-




Clarifications on the financial situation for the
purpose of calculating alms

I. The value of land and raw materials in the item "works under
construction” were estimated at 75000 Dinars.

2. Long term investments are in share with the intention of generating
revenue, which are not cashed yet.

3. In unaccorded works and housing units, raw materials and added
materials are 40%. The rest are cost of wages and services. The

percentage of raw materials in the works under construction is
20%.

4. Market value for stocked materials is 75000 Dinars, and for
equipment for works is 6000 Dinars.

5. There are bad debts and payment documents which are not hoped
to be collected worth 20000 Dinars. Insurance for others are
related to completing the unaccorded works. Due revenues are not
guaranteed for collection.

6. Long term loans are consumed on four equal annual installments
the first of which is due on 1% Rajab 1414 A H.

7. Payment documents include interest, before complying with
Shari*ah worth 10000 Dinars.

8. The capital is divided into 1000 shares. The named value for the
share is 200 Dinars fully paid.

In the light of the above information it is possible to prepare a
form of the alms due on money for the company and to define the
alms due on each share.
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Alms calculation for Urban Development
Company limited for the year ending on 30 Dhul
Hijja 1415 A.H.

Sub-
Item total Total
Alms assets
- Works under construction 75000
- Works unaccorded (70000 x 40%) 28000
- Housing units (180000 x 40%) 72000
- Housing units under construction (100000 x 20%) 20000
- Stocked raw materials (market value) 75000
- Indebted and payment documents 130000
- Banks: current accounts 50000
- Cheques to be cashed 50000
- Cash in safe 15000
Deduced: Current liabilities 515000
- Loan installment 50000
- Debtors 120000
- Suppliers 50000
- Advanced payments 30000
- Payment documents (100000 - 10000) 90000
- Credit facilities 50000
- Due expenses 25000
415000
Receptacle of alms 100000
Amount of alms = 100000 x 2.5% = 2500 Dinars
Alms on each share = amount of alms /number of
shares = 2500/1000 = 2.5 Dinars per share.
For an investor who owns 40 shares alms due =
40 share x 2.5 = 100 Dinars
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Part Two

Zakatul-Fitr







Introduction

A true Muslim has to bear in mind that Islam is a way of life that
encompasses all aspects of life: It is a belief and a state, it includes
acts of worship and behavior, spiritual rites and Divine laws. It deals
equally with the matter and the spirit. The former is essential to
nourish the body, to enable it to worship Allah. Therefore, it is
incorrect to think that Islam is only a religion of Prayer, glorification
and supplication. Furthermore, it cannot be claimed that Islam has
nothing to do with politics, government, management, economics or
any other fields of life. Rather, it is the cornerstone of all these
phenomena.

For example: In Fasting, the spiritual, moral, social and economic
purposes all intermingle in a consistent and cohesive whole. It also
enhances the principles of belief such as monotheism, obedience and
commitment to Allah's commandments and the virtue of seeking only
Allah's reward. In a Qudsi hadith, Allah says,

"Every act of the son of Adam is his, except Fasting, since it is
Mine and I only recompense for it."

Fasting also enhances and promotes the Islamic traits such as
sincerity, truthfulness, integrity, fear of God, generosity, the ability to
sacrifice and self-control. It also promotes Islamic sociability and
solidarity among all people through Zakah and charity, etc.
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As for the economic aspect of Fasting, it is represented in
Zakatul-Fitr and the expiation for vitiating a Fast-day, because they
support the economic state of the poor. These two aspects have some
legal conditions according to the Islamic laws.

The book in hand deals with the legal, economic and accounting
aspects of Zakatul-Fitr and the expiation for missing a fast-day as
argued by Muslim jurists. It will also explain which opinion 18
superior according to the sources and points of view of the
contemporary jurists.

Q)n.?{usqynu?ﬁ.Sﬁﬂﬁataﬁ

-66-



Zaliatul-Fitr

Zakah is a particular amount of property that must be paid to the
poor, the needy and others to purify the spirit and the property and to
strengthen the ties of society among Muslims. It is sometimes called
the charity. It is of two types: Zakatul-Mal and Zakatul-Fitr.

Zakatul-Fitr 1s the mandatory Zakah at the end of Ramadan. It is
obligatory for every Muslim: slave or free, male or female, young or
old to purify the fasting person from vain and indecent talk and it is a
provision for the needy. It is called charity of Ramadan, charity of
Fitr, or Zakah of the body and the Fitr.

It purifies one's soul from the adoration of property, indigence,
and miserliness. Further, it purifies one's property from what might
stain it of abominations. It is also a cure for ailments. The Prophet
(peace be upon him) said,

"It would be better that you treat your patients with charity. ")

And,

"Charity does not decrease property.” ?

1. Reported by at-Tabarani and Abu Naim.
2. Reported by al-Bukhari and Muslim.
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The Legal Ruling and the
Significance of Zakatul-Fitr

Zakatul-Fitr was prescribed on the second year of Hijrah. It is

obligatory as argued by most jurists. However, some of them hold that
it is a confirmed Sunnah.

Allah, Most High, says,

$ And those in whose wealth is a recognized right for the (needy)
who asks and him who is deprived (for some reason from
asking." §

(Al-Ma’arij: 24-25)
§ And in their wealth there is a due share for the beggar and the
deprived. »

(Adh-Dhanyat: 19)

Ibn “Abbas reported that the Prophet (peace be upon him)
prescribed Zakatul-Fitr as a purification for the fasting person from
vain and indecent talk and as a provision for the needy. Whoever pays
it before Salah ("Eid Prayer), it is an acceptable Zakah and whoever
pays it after Salah, then it is (regarded only as) a charity. (!

1. Reported by Abu Dawud and Ibn Majah.
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Moreover, the Prophet (peace be upon him) said, "Fulfill their
need so as not to ask in this day ("Eid Day).""

Ibn “Umar said, "The Prophet (peace be upon him) prescribed the
amount of Zakatul-Fitr as Sa” (i.e., equivalent of about 2.3 litres) of

dates or barley for every slave or free Muslim, male or female, young
or old."®

Thus, we can conclude that Zakatul-Fitr 1s obligatory as held by
the majority of jurists. The wisdom behind this is that it is a
purification for the fasting person from vain, indecent and obscene
talk. In addition, it fulfills the needs of the poor and the indigent so
that they do not have to ask others for charity on the day of “Eid.

1. Reported by ad-Dar Quitni.
2. Reported by Jama® ah.
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What Type of Food Can

Be Given and its Substitute

Scholars disagree as to the types of food which must be paid as
Zakatul-Fitr. The position of Hanbalis is that the kinds of food which
Zakatul-Fitr can be used to pay are five: dates, raisin, wheat, barley or
milk. Imam Ahmad holds that any kind of staple grain or dates are
also permissible even if the above five types are available.

The position of the Shafi’i and Maliki schools is that it is
permissible to give any kind of food if it is the main staple in the
country or the main food of the person.

As for the Hanafi school, they permit paying the poor the wheat's
value in money and this is the most superior point of view.

Ibn al-Qayyim highlighted these different points of view and
concluded that the Prophet (peace be upon him) prescribed the amount
of Zakahtul-Fitr as Sa~ (2.3 liters of food) of dates, barley, raisin or
milk. These were the main staple foods in Medina. If the main staple
is other than that such as wheat, rice, fig, milk, meat or fish, it is
permissible for these to be given as Zakatul-Fitr. This is the superior
point of view and is held by the majority of jurists. The purpose
behind this is to fulfill the needs of the poor on the day of “Eid with
the same kind of staple food in their area.
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The Value of
Zakatul-Fitr in Money

Jurists disagree as to the ruling of paying the value of Zakarul-Fitr
in money instead of food. The position of Maliki, Shafi‘i and Ahmad
is that it is not permissible to pay the value. But in some cases, Imam
Ahmad made it permissible.

As for Abu Hanifah, he held that it is optional to give the food or
its value and this was also the point of view of ath-Thawri, al-Hasan
al-Basri and “Umar ibn “Abd al-"Aziz. Ibn Taymiyah argued that it is
not permissible to pay the value without a particular need or interest.

Ibn al-Qayyim said that if Zakatul-Fitr matches the benefit of the
receiver and so as not to overburden them then this is a reflection of
the practical nature of Islamic Sacred Law.

The evidence cited by the Hanafis

Some jurists of the Hanafi school argued that what we must look
for is the interest of the poor. In Mabsut, a well-known book of
Hanafis, it 1s mentioned that both wheat and its value in money are
permissible because they can both enrich the poor.

Likewise, Abu Ja'far at-Tahawi preferred the value in money to
the food because as soon as the poor receives the money, he can buy
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what he want. In the past it was tangible to give food as Zakatul-Fitr
because most of the transactions in Medina were based on selling or
buying food for food. But today, we use money. Thus it is better to
give Zakatul-Fitr in money.

In Hashiyat of Ibn “Abdin, it is stated that paying the value in
money is better than in foodstuffs because the poor may need
something other than foodstuffs such as clothes etc. Abu Yusuf,
further, argued that it is superior to give flour than wheat because the
former can be used immediately. But giving the value in money is

better than flour. The faster the poor can benefit from it, the better it
will be.

In brief, the Hanafi school holds that we should put the poor's
benefit into our consideration in any time or place and anywhere. (For
further reading, you can refer to the book titled Zakatul-Fitr in
Ramadan and the Value written by Mustafa Fawzi Ghazal, published
by Dar as-Salam.)

Many contemporary scholars like Sheikh Shaltut, Ghazali and
Qaradawi adopted the Hanafi's point of view. It is permissible also to
pay the value of Zakatul-Fitr in money and give it to any foundation
that will distribute it. The foundation in turn buys the main staple
crops and distributes it.
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The Amount of Zakatul-Fitr

The majority of jurists hold that every one should pay one Sa” (2.3
liters) of food, milk, barley, dates, or raisin. Abu Sa’id al-Khudri said,
"In the Prophet's lifetime we used to pay Zakatul-Fitr for every one,
young or old, free or slave, a Sa° (2.3 liters) of food, milk, barley,
dates or raisin. We remained doing that until Muawiyah came to us as
a pilgrim and delivered a speech. In his speech, he said, ‘I think that
two Mudds (2.3 liters) of Shami wheat equals Sa~ of dates.’
Accordingly, the people applied that. But for me, Sa"id said, I kept on
paying a Sa” during my lifetime."("

The Hanafis assume that what is obligatory is to pay half Sa" (i.e.,
1.02). But the majority of jurists opinion i.e., to pay one Sa” of the five
types or the main staple food of the area, is superior.

Equivalents of contemporary weights and measures
The contemporary equivalent measures of Sa” is as follows:
- 4 handfuls of an average man
- 4 Qadahs by Egyptian weight (Shafi'i)
- 1/6 Kaylah (Maliki)
- 2. 1/3 (Hanafi)

I. Reported by Jama'ah.
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The contemporary equivalent weights of Sa”, differs according to
the stuff which is weighed:

- A Sa” of wheat: 2176 grams
- A Sa’ of rice: 2520 grams

- A Sa’ of lentils: 2185 grams
- A Sa” of beans: 2250 grams

The average of such weights is about 2250 or 2500 grams to be on
the safe side.

As stated earlier, Zakatul-Fitr is to be given from the five kinds of
crops or the main staple food of the area. For example, if the main
staple food is rice, Sa” can be measured or weighed as 2.5 kilos. Thus,
a person should pay 2.5 kilos of rice for every one for whom he is
responsible. In case he does not have rice, he can buy it or pay it in the
same value.

We stated earlier that some Hanafis hold the view that it 1s
permissible to pay the value of Zakahtul-Fitr in money for the benefit
of the poor. They also hold that it is permissible for a Muslim to pay a
part of Zakatul-Fitr in money or in foodstuff according to what will
benefit the poor anywhere and anytime.
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Who Must Pay Zaklat-Fitr

Zakatul-Fitr 1s obligatory for every free or slave Muslim, male or
female, young or old. A Muslim must pay it for himself and for every
person he is obliged to support such as, his wife, his children, his slave
and his parents. We have to bear in mind that Zakatul-Fitr is
obligatory for everyone who lives until the sun sets on the last day of
Ramadan. This is the point of view of Shafi“is, Hanbalis and Malikis.
Accordingly, whoever dies during Ramadan, before the sun sets on the
last day, 1s exempted. Likewise, whoever has a baby on the last day of
Ramadan, should pay Zakatul-Fitr for him. The majority of jurists
argue that we should not pay Zakatul-Fitr for an embryo. But Imam
Ahmad holds that Zakatul-Fitr is also obligatory for an embryo
because it is permissible to assign something in a will for him.
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The Conditions and the Time of
Zahatul-Fitr

Conditions of Zakatul-Fitr

It is obligatory for everyone provided:

1-that he is a Muslim. Ibn “Umar said, "The Prophet (peace be
upon him) prescribed Zakatul-Fitr for every Muslim slave or
free, male or female, young or old."!!

2- that on the night before the *Fid and on the “Eid itself, this is in
excess of what one needs to feed oneself and those whom one is
obliged to support (this is the opinion of the majority).

3- and that if anyone who lives until the last day of Ramadan.

Time of Zakatul-Fitr

It is not permissible to delay giving Zakatul-Fitr after the day of
“Eid (one may give it up to the “Eid Prayer). The Prophet (peace be
upon him) said, "Whoever pays it before Salah ('Eid Prayer), it is an
acceptable Zakah and whoever pays it after Salah, then it is (regarded

only as) a charity."

1. Reported by Jama®ah.
2. Reported by Abu Dawud, Ibn Majah and ad-Dar Qutni.
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Shafi‘i holds that it is permissible to give Zakatul-Fitr anytime
during Ramadan up to "Fid Prayer. Abu Hanifah says, it is permissible
to give it before Ramadan to "Eid Prayer so long as you make this
your intention.

As for the position of Ibn Hazm, he assumes that it is not
permissible except after dawn on the day of “Eid but before "Eid
Prayer.

There are also some jurists who think that it is permissible to delay
giving it even after *Eid Prayer. But the point of view of the Shafi’i
school is the superior one because if we pay it during Ramadan, the
poor can buy what he wants for Ramadan and “Eid. In doing so, we
can bring happiness to the poor on the day of “Eid. This also gives the
children of the poor a chance to enjoy "Eid like others.

It is permissible to pay Zakatul-Fitr to a charitable Islamic society
which will in turn distribute it on behalf of the giver, to the poor.

It was narrated that the Companions of the Prophet (may Allah be
pleased with them all) used to pay Zakatul-Fitr on the second half of
Ramadan. Some of them paid it one or two days before "Eid.

If Zakatul-Fitr is not paid before “Eid Prayer, one is not exempt
from it. It becomes a debt which should be paid even after death. The
heirs must not distribute the deceased inheritance before paying
Zakatul-Fitr for the deceased if he did not pay it.
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The Recipients of Zakatul-Fitr

The recipients of Zakatul-Fitr are the same as those entitled to the
Zakatul-Mal. According to the Qur'an,

& Alms are for the poor, the needy, those employed to administer
(the funds); those whose hearts have been (recently) reconciled
(to truth), for those in bondage; those in debt (due to calamity);
in the cause of Allah; and for the wayfarer: (thus is it) ordained
by Allah and Allah is the Ever-Knowing, the Ever-Wise.

(At-Tawbah: 60)

Thus, those who deserve Zakatul-Fitr are the poor, the needy,
those who recently embraced or those who are about to embrace Islam
(they are called those whose hearts have been recently reconciled), for
freeing slaves or Muslim captives or to pay it to their families, and for
Mujahidin, their children and their widows as in Bosnia, Kashmir and
Palestine.

It is permissible to only assign it for the poor and the needy as
stated by Malik and Ibn Taymiyah because the Prophetic hadiths
state that it 1s, "Provision for the needy." And that the superior point
of view.

It is clear that the poor who possesses an amount of food in excess
of his needs and those of his family for 24 hours must also pay
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Zakatul-Fitr. as he recetves it This highlights the spirit of sociability
between the wealthy and the poor and also among the poor
themselves.
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The Place in Which
Zakah s Paid

It is better to pay Zakatul-Fitr in the place in which one lives and
fasts. However, if someone fasts in a foreign town, (because of
traveling), he should pay it therein, this is the position of Hanbalis and
Shafi’is, because Zakatul-Fitr relates to one's body.

However, some contemporary jurists hold that it is permissible to
send Zakatul-Fitr elsewhere if the poor, the needy or any other
recipients of Zakah do not exist in such a place. It is narrated that
Sahnun said, "If the Imam (a leader) knows that there is poverty in
some town, he may give it to the recipients of Zakah there. This is
because, all Muslims are brothers and if a Muslim complains of
poverty, the other Muslims should help him and this is the superior
point of view. (c.f. Dr. Qaradawi, Figh of Zakah, vol. 2, p. 816.)
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Formula for Calculating
Zakatul-Fitr

1- Measures: One Sa” (2.03 liters of food) for everyone (i.e., it equals
2 Qadahs of rice, wheat, barley, corn or the main staple food.

2- Weights: 2.5 kilos of the above types or 5.5 Ratles.

3- Money: Zakatul-Fitr can be accounted and be paid in money
according to the current prices of the crop he chooses during
Ramadan.

For example, if we want to assess and calculate Zakarul-Fitr on
rice and the price of rice is 1.5 £ per kilo, then the value of
Zakatul-Fitr in money is 3.75 £ (2.5 kilos X 1.5 £).
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The Expiation for
Missing a Day of Fasting

There 1s scholarly consensus that whoever deliberately breaks his
Fast during Ramadan by sexual intercourse, must expiate and make up
the Fast. Abu Hurayrah reported that, "A man broke the Fast in
Ramadan (deliberately by having sexual intercourse with his wife).
The Messenger of Allah instructed him to atone for this by setting a

slave free or to fast two consecutive months or by feeding sixty poor
people.” !

Jurists deduce from this hadith that the expiation for deliberate
sexual intercourse during the period of fast in Ramadan is the following:

I- To make up for the missed day,

2- To set a slave free,

If this is not available or possible, one must fast an additional
period of 60 uninterrupted days. And if one is not able to fast, then he
must feed sixty persons one average meal each. The expiation
mentioned in the hadith is set in order:

1- setting a slave free,
2- fasting,
3- and feeding.

1. Reported by Muslim.
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But there are some other jurists who hold that one may choose
between any of the above three forms of penalties. The Hanafis and
Malikis hold that it is obligatory for missing the fast for other reasons
as such as eating deliberately.

The amount of expiation

In the case of feeding sixty poor persons, the majority of jurists are
of the opinion that he should give every poor person a Mudd (0.51
titers of food). But Hanafis say, he should give 2 Mudds (1.02 liters).
A Mudd equals 1/2 Egyptian Qadah. A Qadah equals 1.25 kilos of
the main staple food. Hence, a Mudd equals 625 grams.

If we follow the majority of jurists’ point of view (one Mudd for
each poor person) the amount of expiation is as follows:

Egyptian measures

112 Qadah for each poor person i.e., 30 Qadahs of crops (1/2
Qadah X 60 poor persons).

Contemporary weight

0.625 grams for each poor person i.e., 37,5 kilos of crops (0.625 X
60 poor persons).

Thus, if someone wants to expiate for his Fasting, he should buy
about 37.5 kilos of rice, wheat, beans, lentil, corn or barley and then
distribute it among the poor persons as stated by the majority of
jurists. But if we follow the Hanafi's point of view, we should buy 75
kilos or 60 Qadahs of crops.
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Compensation for

Missing a Day of Fasting

Someone who becomes exhausted when fasting because of old age
or having a chronic illness from which he is unlikely to recover, is
exempted from fasting provided that he compensates for what he
misses. The value of compensation is to feed one poor person a Mudd
(1/2 Qadah = 0.625 grams) of food for every day of fasting as held by
Shafi’i school of thought. But Hanafis are of the opinion that he/she
must give 2 Mudds (one Qadah ie., 1,25 kilos).

Dr. Yusuf al-Qaradawi, a contemporary scholar holds that the
above measures and weights equal 2 full meals of the main staple food
of the giver. Thus if we say that one meal's cost is five pounds, then
the compensator should buy some food that equals ten pounds for
every day of Ramadan he/she misses, and pay it to the poor and the
needy. Some jurists say, it is permissible to pay the value of
compensation in money. But the superior point of view is to pay in
food as stated by the majority of jurists.
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Du a’ When Fasting

The Prophet (peace be upon him) said,

"There are three people whose Du’'a is not repelled: a fasting

person until he breaks his Fast, a just ruler, and an oppressed

one.” D

Accordingly, it is best that during Ramadan, you keep supplicating
to Allah. Among the most desirable supplications in Ramadan are the
following:

1- Du'a’ upon seeing the new moon of Ramadan

"O Allah! Let this moon rise above us in good fortune and faith,
in peace and Islam, and in success in the achievement of that
which is pleasing to, and beloved by You. Our Lord and the Lord
of the moon is Allah.” 2)

2- Du’a’ when intending to fast
"l intend to fast as a believer and seeking only Allah's reward.”

3- After the above Du’'a’, it is recommended to recite the
following Du'a’:

"O Allah! I ask You the Paradise and seek Your refuge from the
Hell-fire. O Allah, may You accept my fasting, night Prayers and

1. Reported by at-Tirmidhi.
2. Reported by at-Tirmidhi.
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what [ have done of good deeds. O Allah! I ask You by Your

Mercy which encompasses evervthing to forgive me."
4- Du"a’ upon breaking the Fast
"0 Allah! For Your Sake [ fasted and I broke my Fast with Your

bounties. Gone is the thirst and moistened are veins and the
reward is achieved by the will of Allah, the Almighty.”

"Praise be to Allah Who enabled me to fast, so I did; and Who
granted me provision, so I had breakfast.”

"O Allah! Bless what You have provided us and protect us from
the Hell-fire.".

S- Du’a’ upon breaking the Fast as a guest

"May the fasting people break their Fast with you as your hosts,
may the righteous people eat from your food and may the angels
recite prayers upon you."

6- Du’a’ when someone makes you nervous
"l am fasting, I am fasting."

"O Allah! I seek refuge with Thee from the suggestions of the evil
ones. And I seek refuge with Thee, O my Lord, lest they should
come near me."

7- Du"a’ on the Night of Power (Laylatul-Qadr)

"O Allah! You are the Forgiver and love forgiveness, please
forgive my sins."” (5

8- Du’a’ on the Day of "Eid for others
"May Allah accept (worship) from you."
"May Allah accept (worship) from us and from you."

1. Reported by at-Tirmidhi.
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Desirable Things in Fasting

1- To fast as a believer and seek Allah's reward. Allah, Most High, says,

"Every act the son of Adam does is his except fasting since it is
Mine and I recompense for it.” ()

2- To fast as the elites (fasting of senses) or the special elites (fasting
of the heart) to have your sins forgiven by Allah.

3- To continually recite supplications and ask for forgiveness. Allah,
the Almighty, showers His mercy on the supplications. Ask Allah
Paradise and seek His refuge from the Hell-fire.

4- To keep performing the night Prayer in congregation, because
whoever performs the night Prayer as a believer and seeks Allah's
reward will have his previous sins forgiven.

5- To continually recite the Glorious Qur'an. As, the Prophet (peace be
upon him) said that Fasting and the Qur'an will intercede for you
on the Day of Resurrection.

6- To break the fast as soon as you are sure that the sun has set even
on a date.

7- To avoid indecent talk so that no one will be among the people who
fast and gain nothing but hunger. Therefore, it is better for you
that you accompany truthful people.

1. Reported by al-Bukhan and Muslim,
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8- To avotd haughtiness, insults and fights and remember that you are
fasting. Fasting is a mantle.

9- To be more generous. The Prophet (peace be upon him) was very
generous especially in Ramadan. Keep good terms with your
family. Be kind towards orphans, widows, the poor and the needy.

10- To make ['tikaf during the last ten days of Ramadan as did the
Prophet (peace be upon him).

11- To search for the Night of Power (Laylatul-Qadr) in the odd days
during the last ten days of Ramadan. Do your best to supplicate
Allah especially by this Du’a’, "O Allah! You are the Forgiver and
love forgiveness, please forgive my sins.”

12- To pay Zakatul-Fitr as soon as possible before “Eid Prayer
because it is a purification for you and a provision for the poor and
the needy.

13- To perform “Eid Prayer in on open area with your Muslim
brothers as was done by the Prophet (peace be upon him).

14- To fast six days of Shawwal and the thirteenth, the fourteenth and
the fifteenth: the three days when the moon is full. Fasting 13t
14t 15% §n every month (according to the Islamic calendar) is
recommended by Sunnah.

15- To keep reciting the Qur'an, performing the night Prayer,
supplicating to Allah, fasting the recommended days etc. because
the Lord of Ramadan is also the Lord of all months.
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A Guide to Accounting Zakah sheds light on
how to calculate Zakah due on different
commercial, industrial and economic activities
of various institutions and businesses.

Also, the second part of this book deals with
Zakatul-Fitr. On whom is it obligatory? To
whom should it be gwen? What types of food
should be given or can money be substituted?
These questions and others are answered
herein, along with some brief notes on fasting
itself.

Al-Falah is an institution devoted to developing
abetter undertanding of Islam among all people of
the world; Muslim and non-Muslim. Of all
religions Fslam is the most maligned and misun-
derstood in the West. Though Oriental Studies
have long been established in European and
American universities real Islam has seldom
been presented to the world. Thus our aim is to
dear the way for a fair appraisal of the fastest-
growing religion in the world.
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