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SMS - Alert

For greater protection against fraud, Ghazanfar Bank has recently started
sending SMS notification whenever you successfully complete transactions
(Debit only) for amounts of $1000 or more. This service is automatically made
available to customers who have subscribed to SMS service. Other customers
can approach the nearest branch to avail of this service. This service is now
available for AWCC and Roshan customers.
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Never mind
No trouble at all
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Happy birthday!
Happy New Year!
Congratulations!
Best luck!

All the best!

Have a good time
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Could you do me a favor?

Could you help me with the
translation?

May | trouble you for a
moment?

May | ask you?

With pleasure

Certainly
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| have another idea

| don’t believe you
Certainly not

But | don’t like it

| am against it

You are not right
Impossible

I's not fair

Unfortunately, I'm Against it
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Saad Jhisa Don’t worry
Sl hlsa i e Don't let that worry you
Sl Cheer up
Sl s, Never mind
Syt ol s3 Come on
9
W 8 TBTLEN Invitations TR
élile Hb Lais SIS Let’s go to the cinema

That’s a good idea

What about a cup of tea?
Do you have any plans for
tomorrow?

I’d like to invite you To go
sightseeing

o
u‘MJi e
| am sorry

Excuse me

Excuse me for making you wait

Pass my excuse to Mr. Timour
| must apologize
| didn’t mean to offend you

Excuse me for troubling you
That’s all right
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supplier is not practicable for some reason,
it is also allowed that he makes the
customer himself his agent to buy the
commodity on his behalf. In this case the
client first purchases the commodity on
behalf of his financier and takes its
possession as such. Thereafter, he
purchases the commodity from the
financier for a deferred price. His
possession over the commodity in the first
instance is in the capacity of an agent of his
financier. In this capacity he is only a
trustee, while the ownership vests in the
financier and the risk of the commodity is
also borne by him as a logical consequence
of the ownership. But when the client
purchases the commodity from his
financier, the ownership, as well as the risk,
is transferred to the client.

7. As mentioned earlier, the sale cannot
take place unless the commodity comes
into the possession of the seller, but the
seller can promise to sell even when the
commodity is not in his possession. The
same rule is applicable to Murabaha.

8. In the light of the aforementioned
principles, a financial institution can use the
Murabaha as a mode of finance by adopting
the following procedure:

Firstly: The client and the institution sign an
over-all agreement whereby the institution
promises to sell and the client promises to
buy the commodities from time to time on
an agreed ratio of profit added to the cost.
This agreement may specify the limit up to
which the facility may be availed.

Secondly: When a specific commodity is
required by the customer, the institution
appoints the client as his agent for

purchasing the commodity on its behalf,

annnsl B FH 8 4 = [ TSN R RSSO ewmoe P

and an agreement of agency is signed by
both the parties.

Thirdly: The client purchases the
commodity on behalf of the institution and
takes its possession as an agent of the
institution.

Fourthly: The client informs the institution
that he has purchased the commodity on
his behalf, and at the same time, makes an
offer to purchase it from the institution.

Fifthly: The institution accepts the offer and
sale is concluded whereby the ownership as
well as the risk of the commodity is
transferred to the client.

All these five stages are necessary to effect
a valid Murabaha. If the institution
purchases the commodity directly from the
supplier (which is preferable) it does not
need any agency agreement. In this case,
the second phase will be dropped and at
the third stage the institution itself will
purchase the commodity from the supplier,
and the fourth phase will be restricted to
making an offer by the client. THE MIOST
ESSENTIAL ELEMENT OF THE TRANSACTION
IS THAT THE COMMODITY MUST REMAIN IN
THE RISK OF THE INSTITUTION DURING THE
PERIOD BETWEEN THE THIRD AND THE
FIFTH STAGE. This is the only feature of
Murabaha which can distinguish it from an
interest-based transaction. Therefore, it
must be observed with due diligence at all
costs, otherwise the Murabaha transaction
becomes invalid according to Shari’ah.

9. It is also a necessary condition for the
validity of Murabaha that the commodity is
purchased from a third party. The purchase
of the commodity from the client himself on
'buy back' agreement is not allowed in
Shari’ah. Thus Murabaha based on 'buy

back' agreement is nothing more than an
interest based transaction.

10. The above mentioned procedure of the
Murabaha financing is a complex
transaction where the parties involved have
different capacities at different stages.

(a) At the first stage, the institution and the
client promise to sell and purchase a
commodity in future. This is not an actual
sale. It is just a promise to effect a sale in
future on Murabaha basis. Thus at this
stage the relation between the institution
and the client is that of a promisor and a
promise.

(b) At the second stage, the relation
between the parties is that of a principal
and an agent.

(c) At the third stage, the relation between
the institution and the supplier is that of a
buyer and seller.

(d) At the fourth and fifth stage, the relation
of buyer and seller comes into operation
between the institution and the client, and
since the sale is effected on deferred
payment basis, the relation of a debtor and
creditor also emerges between them
simultaneously.

All these capacities must be kept in mind
and must come into operation with all their
consequential effects, each at its relevant
stage, and these different capacities should
never be mixed up or confused with each
other.

11. The institution may ask the client to
furnish a security to its satisfaction for the
prompt payment of the deferred price. He
may also ask him to sign a promissory note
or a bill of exchange, but it must be after
the actual sale takes place, i.e. at the fifth
stage mentioned above. The reason is that
the promissory note is sighed by a debtor in
favor of his creditor, but the relation of
debtor and creditor between the institution
and the client begins only at the fifth stage,
whereupon the actual sale takes place
between them.

12. In the case of default by the buyer in the
payment of price at the due date, the price
cannot be increased. However, if he has
undertaken, in the agreement to pay an
amount for a charitable purpose, he shall be
liable to pay the amount undertaken by
him. But the amount so recovered from the
buyer shall not form part of the income of
the seller / the financier. He is bound to
spend it for a charitable purpose on behalf
of the buyer.
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Murabaha

Murabaha is a particular kind of sale where
the seller expressly mentions the cost of the
sold commodity he has incurred, and sells it
to another person by adding some profit or
mark-up thereon.

The profit in Murabaha can be determined
by mutual consent, either in lump sum or
through an agreed ratio of profit to be
charged over the cost.

All the expenses incurred by the seller in
acquiring the commodity like freight,
custom duty etc. shall be included in the
cost price and the mark-up can be applied
on the aggregate cost. However, recurring
expenses of the business like salaries of the
staff, the rent of the premises etc. cannot
be included in the cost of an individual
transaction. In fact, the profit claimed over
the cost takes care of these expenses.

M.Tagi Osmani

Murabaha is valid only where the exact cost
of a commodity can be ascertained. If the
exact cost cannot be ascertained, the
commodity cannot be sold on Murabaha
basis. In this case the commodity must be
sold on Musawamah (bargaining) basis i.e.
without any reference to the cost or to the
ratio of profit / mark-up. The price of the
commodity in such cases shall be
determined in lump sum by mutual
consent.

Murabaha as a mode of financing
Originally, Murabaha is a particular type of
sale and not a mode of financing. The ideal
mode of financing according to Shari’ah is
Mudarabah or Musharakah. However, in
the perspective of the current economic set

up, there are certain practical difficulties in
using Mudarabah and Musharakah
instruments in some areas of financing.
Therefore, the contemporary Shari’ah
experts have allowed, subject to certain
conditions, the use of the Murabaha on
deferred payment basis as a mode of
financing. But there are two essential points
which must be fully understood in this
respect:

1. It should never be overlooked that,
originally, Murabaha is not a mode of
financing. It is only a device to escape from
"interest" and not an ideal instrument for
carrying out the real economic objectives of
Islam. Therefore, this instrument should be
used as a transitory step taken in the
process of the Islamization of the economy,
and its use should be restricted only to
those cases where Mudarabah or
Musharakah are not practicable.

2. The second important point is that the
Murabaha transaction does not come into
existence by merely replacing the word of
"interest" by the words of "profit" or "mark-
up". Actually, Murabaha as a mode of
finance has been allowed by the Shari’ah
scholars with some conditions. Unless these
conditions are fully observed, Murabaha is
not permissible. In fact, it is the observance
of these conditions which can draw a clear
line of distinction between an interest-
bearing loan and a transaction of
Murabaha. If these conditions are
neglected, the transaction becomes invalid
according to Shari’ah.

Basic features of Murabaha Financing

1. Murabaha is not a loan given on interest.
It is the sale of a commodity for a deferred
price which includes an agreed profit added
to the cost.

2. Being a sale, and not a loan, the
Murabaha should fulfill all the conditions
necessary for a valid sale.

3. Murabaha cannot be used as a mode of
financing except where the client needs
funds to actually purchase some
commodities. For example, if he wants
funds to purchase cotton as a raw material
for his ginning factory, the Bank can sell him
the cotton on the basis of Murabaha. But
where the funds are required for some
other purposes, like paying the price of
commodities already purchased by him, or
the bills of electricity or other utilities or for
paying the salaries of his staff, Murabaha
cannot be effected, because Murabaha
requires a real sale of some commodities,
and not merely advancing a loan.

4. The financier must have owned the
commodity before he sells it to his client.

5. The commodity must come into the
possession of the financier, whether
physical or constructive, in the sense that
the commodity must be in his risk, though
for a short period.

6. The best way for Murabaha, according to
Shari’ah, is that the financier himself
purchases the commodity and keeps it in

his own possession, or purchases the
commodity through a third person
appointed by him as agent, before he sells it
to the customer. However, in exceptional
cases, where direct purchase from the
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