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- (purchaser (szzl) Jedt 0o Ll Y cclogladll &3&\ Jil) s The sale contract G‘J\ e ®
seller éU\ PavY 923\ (QU\ o) Ll )l S ( first consideration J;Y\ _23d)) money g

(counter consideration . Lial! Sad!)




Sl lal| 3]

1l glall agic Atal o
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Price in Murabahah = Cost (all expenses incurred) + Disclosed Margin Profit
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Investment Wakalah ,li. 4K,
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Salam (Sale with deferred delivery) ;:J\

Salam
Contract ™

(o) ALl Joglt bty o8 T ol o o e g2 L1
dak) &l blas (8 seller CLU lsze daldl ¢ 4 o¢ purchaser (gpull - J=3s (QL.A S g ®
a specified future 3= s é)h 3 ;L..a Eost (AN)y s gl Euo 0) Dy 53adkly Vi d3gusl]

date
agricultural commodities and raw materials (\:-L\ Slglly Al )5 é...i\ - 5ok "L‘ZJ\ —ll
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Contract
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Mudarabah 4lall Jb W, w)lall 48 @ trust-based arrangement &l o &b Cwy 50 4)lall e o
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Diminishing Musharakah 4,aslal &)Ll

Musharakah

Mutanagisah
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Agricultural Partnerships isl,j)l oLl

ez olhls - N the same concept eopthl i dcl )3l ol el 02 o pul) dded) sgallls t.a.\l
: vl scope 3\ls 5 different applications

Muzira‘ah for farmlands i<\, o2, &,lls O

Musigqah for fruit-bearing trees 5,8 |13 sl O

Mugharasah for treeless lands i ;1\ & Wi W O



Muzira‘ah (Share-cropping) &)}l (1)

Sl 2Ll land uafzh s (landlord )Y &) Jp¥1 2l amsc g )1 S )Lal) e &6 o
1L,¢__,'ﬂ'| -ﬁﬂ i Jeatl o Le s das Jilzs t =30 Jel . (farmer/worker Lk / @Jifﬁ
Musiqah (irrigation) ;6L\ (2)
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Mugharasah 1., (3)
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The concept of partnership in Islamic Finance

ASI A s sie aady () disall S ¢ stock markets Adlall Bl sY) 3 sul g ) Al Jd
e i sal g
A N ) A oDy 48il) b Ay yal g )5
Sharikat —ul-Amwal (stock companies) (dealue S 13) J) sa¥) S 4 (1)
Sharikat-ul-Sanai  pliall S5 (@
Sharikat-ul-Wujuh  esasll QS 4 (7)
Mudarabah 4 jlzadll (2)



(Latlso S i) S g Y] LS i

Sharikat —ul-Amwal (stock companies)

2 AS il e ST gl Sy i Lgad siy ) AS) ) JISE e o2
AL J1 e (e Baane duany agie JS atlay ¢ 4y el Al

Lo g i g 53 sanall Ayl g gasall Jie CHBDEAY) Limmy dga s e a2 | Jle
oY) Qi saill L Ler il jie ) oty Al i) agd) 8 dima

D) Ay i) Sl Y AS) N dayd ) 5 S8l (<)

The main idea of partnership do not violate the Shariah law
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Mudarabah L jliadll
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The Shari’ah basis of Stock Exchange

138 AS ) 8 aabuall as gl Jiay ¢ GaSluY) Ay g 2881 gia daalioe 3S 5
o ST A a8 8 A dan 8 4ia o U aalial  Jary 3 aiiall a5 35
Retained earnings 3_isall LY 5 assets Js<¥)s Paid-up capital ¢ staall JWll G
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Culi o Adiaal) #L )Y 3 dhias (e 16 D oy 3 epreferred stock liedl agadl s
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Why stock Is treated differently in Islamic
Finance than economic commodity?

Bl aon i LaS jraal) 3301 5 e Janeuilly agad) A liSas Ja
¢ Murabaha 4ay/_all
¢Salam contract ale S8y agul) g liCay Ja

slal L) 3 )l At e ol ga 4l L (s 53l Y Y ol sl
AS Al Asle dllae Jiaiy HlafiuY) 8 302as dedial dald
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AV LolaBY) aludl o aguy] Clis

A stock iIs different from other Economic
commodities

AV bty alull Gl liieglead ¥ 1) Adlall agus¥) o 1358 day pil) Cinaa
Al sl Ay i dapda 13 (5 ,AY) adudl o2 S o) s ¢ Aipme dndia L ) Al
Islamic model of a 4alba) &1 s¥) & sl (D) 3 saill Saas O ang (53 a2l 1a

.Capitalist model s )l z3sal e stock market

o O g ¢ A ey i) ae 18] gie A0l G315V (3 saad DY) sl 0S5 ST
J s 4 jahalah and gharar __adls dlgadl sas (e caggaill ) gy i ol yily
‘agaY|

5 yadl Gl sall LI K) pall e ) seaall 4880 5 due gin 9o ULy 42l 1 J Y1 Ll
Aoppil) o 3 i5all (6 AV Gl el 5 agudl
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When to say that the stock is shariah compliant ?

51 i Y 5 A Dlsl) By il e 481 gia A8l Al deliall
o) Pork 2l (,;j B Liquor _sed ) sIRiba Lol Jia s ) dana ) 5a
gambling el

B3y e i ) conventional 10ans sl (a g 84S yEl Al Ll .

Gy i) e Ll (38 s mguall (¢ a3 ac ) (pila Uiagl 13
O RS 138 de i ¢ dalaall 4all) (e (ST, 7100 Aty 4y
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Aial) agud) Aald 5 agul) 8l dal)



Shariah Screening
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Shariah Screening Process
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Ethical Finance and Shariah 4y il 3 SASRY/ L ool

dlall e oAl Jalse i) 8 22l 4 WAT Sl s DY) Jygaill yriny o
DY) (e Y

el TJ,U ¢ BJ.\.\SM@J:\M\ ew\@ijwéh\ﬁ\ Jo el iy
Y Jlsal ia (V) 40 ddle e @l iy CaS s il 0n S Aa () saigy
L e 5 ladll g dapd) gli ) e LudY 5 Aalul) 8 el

Sy Jgail) g ENAY) gl (ALY g DAY AUS 1 A5 qaal gl
Cagal lafiia) ¢ g9 Liay CiS 9 ANAY) Jygalll (alia J ga Al e



PP

U pscdd) 204dlig il g AL g I p¥) : Lradla) ey pdil) pa 488 gial) agsd) (and

Screening for Shariah compliant stock: Impure revenue, debt, and
liquidity restriction

Lalle B andeill Jo¥) (el Laldl) (aadl) julae-1
1. Screening criteria of SEC Malaysia:

Calal Y dasd o pandy agd) (A seadl A ) ety Hse sy V) A gaadl g ol e 28 a3 Y
Al 4l e e el
No restrictions for debt and liquidity (they dont screen balance sheet). They only screen for
haram (impure) revenue from income statement.

ol Qe a8y L calaalosall @) sl 13 Adabisal) daialy) dlla 8 Gadaill A8 Lol e o

ujg:\s)m:gwé\”‘y\que@‘Jw\uas)m@.c)@\ﬁmiy\w@}a\dg
Ay day 3l 8 g Baaina pe Ll

Benchmarks of tolerance: Applicable in case of mixed activities. If the contributions in
turnover or profit before tax from non-permissible activities of a company exceed the
benchmark, the securities of the company are classified as shariah non-approved.



SEC MALAYSIA = 4l il

daziY) (e Adalisall lealuoal) (5 siua aniil Gaaall Five —percent benchmark 4l 3 dedl) Jhaa (1 -
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pork s 33 sl dliquor 4 ssSI el il 5 gambling 3_elall 5
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Interest income from fixed 4padaill & sull 8 450N Adla sl (e 23 g8l J2a ¢ JUal) Jaas (Jo 4xiad Caman

.deposits in conventional banks
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Non-Permissible Activities 5% limit /5 s b 7 sewal/ pé 4bdiy)

PSERAN]
Financial services based on Riba (interest) b b adull cileasd) (1)
Gambling and Gaming 3_«ladll )LASM (<)
Alall cld il f Jall e clatiall gy o apiai (z)
Manufacture or sale of non-halal products or related products
Conventional insurance i) (il (2)
lo i 5 ) shanall dyed il 3daisV) ()

Entertainment activities that are non-permissible according to Shariah
leda3ila e i ) AN Alaaill ()

Other activities deemed non-permissible according to Shariah
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¢ Cleadiiall g 3ol Clilee ¢ jlmall 138 ) i Al AiV) G e o
O DY) ada s ¢ stockbroking 3wl 5 ¢ share trading ag¥! Jshxis
rental payment from premises used 3_lall xa o 8YL daddiuall Al
¢ b N W ¢ sale of liquor Lseadl &u s < in conjunction with gambling
non-le i 3la e el Al ddadil ayl fpecats a8 AVl oda oY

. permissible according to the Shariah
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JaVV Al gy sall + Ja Y1 5 pmal (sl = cpall Jlea) raddaa Sl

Total debt = short term debt + long term debt

dalay Ly sl alaall (S 13) A4S il alesic zLiquid assets to total assets Jsa¥! Alaa) ) ALl J ga¥)
U swia (short-term deposits Ja¥! sl &2l « treasury bills 431340 ¢ 53l 1238 Jead Al AL 31 5Y1)
733 st ol e ST 5ed 12 52 48 gl Al L gia e

Jsal) aa) o da guia diaall aedl) cuilS 13) 48 L4l alaiin) Receivables to assets Jsadl Aliaal) aadl
745 5 s 5 e S
Ja) Al sk Al aedll + Zlal) Al aedl) = L) aedl) sidaa Sl

Account receivables = current receivables + long term receivables
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7,581
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985

5378

39

20,320




INCOME STATEMENT

Revenue by business

group

(Euro millions) 20X1 20X2 20X3
Wine & Spirits 126 740 261
Fashion & Leather Goods 6,010 6,302 7,581
Perfumes & Cosmetics 5,868 4,741 6,076
Watches & 879 764 985
Jewelry

Selective 4,376 4,533 5,378
Retailing

Other Activities (66) (27) 39

& Eliminations

Total Revenue 17,193 17,053 20,320
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SCREENING

« don't screen for debt or liiquidity A ssed! ol Qs pasdy (358 ¥ ¢ SEC Malaysia - @l Led -
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DJ yegadi 20X] ald .
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e 5.24 = Jule 3.74 + Jile 1.5 = a1 Jash cpall + Ja¥) el cpall = cpall s

= )bk 49.2 / Sl 5.52 = 1563 12 30 4 gud) Al Jasigia / cpall Mea) 1 sea¥) (A cpall A
711.2

el g oty AN 733 pe AT

- Debt to Asset ratio: Total debt divided by trailing 12 month average market capitalization

- Total debt = short term debt + long term debt=1.5B+ 3.74B=5.24 B

- Debt to Asset ratio: total debt/ 12 month average market cap = 5.52B/49.2B=11.2 %

- Less than 33 % so it is accepted.
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= U5le 991 + Usike 877 = Ll Loy 403l ¢ U gile 991 = (sl el jLaiia¥) ¢ U sile 877 = 4l &
15kl 1.868

= 1 12 52a) A gud) Al Jans gia / Aol La g gaiil) aliall = J a1 Mea) ) AL J s
73.79 =492/ ~1.868
el 2y AN 733 e JH
- Liquid assets to total assets:

Exclude company if the sum of cash and its equivalent (Interest bearing securities: T-bills, short term
deposit) divided by trailing 12 month average market capitalization is greater than or equal to 33 %

- Cash=877M, short term investment =991M, Cash and its equivalent = 877M + 991M = 1.868 B

Liquid assets to total assets = sum of cash and its equivalent /12 month average market cap = 1,868
B/49.2B=3.79%

Less than 33 % so it is accepted.
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s J g £ and) il
745 i 5 e S J g aa) o e guia o Dlandl bl i€ 13 AS 5 e
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/5.82 =< 31.58 | « 1.84 :J 3D £l cililua
4l b 2y SlIM 745 (e B
Receivables to assets:
Exclude company if Account receivables divided by total assets is greater than or equal to 45%
Note: Account receivables = Current receivables + long term receivables
Accounts Receivables, Gross = 1.84B , total assets = 31.58B

Receivables to assets: 1.84B / 31.58B =5.82 %

Less than 45 % so it is accepted
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- Debt to total assets: The total interest bearing debt should not exceeds 45 % of total assets

- Total debt = short term debt + long term debt=15B+3.74B=5.24 B

- Total assets =31.58B

« Debt to total assets=5.24 B/31.58B = 16.59%

- Less than 45 % so it is accepted
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- Net illiquid to total assets: The total illiquid assets should be at least 10 % of total assets
- The netliquid asset =current asset — current liabilities=10.4/B - 6.62B=3.85 B
- Netilliquid asset = total asset -Net liquid =31.58B- 3.85 B=27.73 B
- Netilliquid to total assets =27.73B / 31.58B=87.8 %

- More than 10 % so it Is accepted.
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- Net liquid asset to share price: The net liquid asset (current asset — current liabilities)

per share should be less than market price of share. (Hence ratio should be less than

one)

 Total Current Assets= 10.47B, Total Current Liabilities =6.62B

- The netliquid asset =current asset — current liabilities=10.4/B - 6.62B=3.85 B

- The net liquid asset /number of share = 3850 M / 508 M = 7.57
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Income Statement

Louis Vuitton for fashion and Luxury product

Revenue by business

group

(Euro millions) 2008 2009 2010
Wine & Spirits 126 740 261
Fashion & Leather 6,010 6,302 7,581
Goods

Perfumes & Cosmetics 5,868 4,741 6,076
Watches & 879 764 985
Jewelry

Selective 4,376 4,533 5,378
Retailing

Other Activities (66) (27) 39

& Eliminations

Total Revenue 17,193 17,053 20,320
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Balance sheet

Fiscal year is January-December. All values EUR. 2008 2009 2010
Cash & Short Term Investments 1.878 2978 2728
Cash Only 877M 2.22B 1.61B
Short-Term Investments 991M 743M 1.11B
Total Accounts Receivable 248 2.08B 2.16B
Accounts Receivables, Net 1.65B 1.46B 1.57B
Accounts Receivables, Gross 1.84B 1.67B 1.77B
Bad Debt/Doubtful Accounts (193M) (215M) (204M)
Other Receivables 746M 626M 590M
Inventories 5.91B 5.76B 6.13B
Finished Goods 2.71B 2.38B 2678
Work in Progress 293B 3.19B 3.24B
Raw Materials 708M 720M 747M
Progress Payments & Other (433M) (530M) (523M)
Other Current Assets 302M 171M 191M
Miscellaneous Current Assets 0 0 0
Total Current Assets 10.47B 10.98B 11.2B
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2008 2009 2010

Net Property, Plant & Equipment 5.8B 5.85B 6.44B
Property, Plant & Equipment - Gross 9.46B 9.88B 11B
Buildings 1.67B 1.6B 1.78B
Land & Improvements 2.41B 2.55B 2.84B
Computer Software and Equipment
Other Property, Plant & Equipment 1.23B 1.31B 1.52B
Accumulated Depreciation 3.67B 4.03B 4 56B
Total Investments and Advances 882M 1.04B 4.41B
Other Long-Term Investments 666 M 826M 687M
Long-Term Note Receivable
Intangible Assets 12.95B 12.97B 14.13B
Net Goodwill 4.472B 4.27B 5.03B
Net Other Intangibles 8.54B 8.7B 9.1B
Other Assets 841M 750M 319M
Tangible Other Assets 841M 750M 319M

31.58B 32.11B 37.16B

_Total Assets
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Liabilities & Shareholders' Equity

ST Debt & Current Portion LT Debt
Short Term Debt

Current Portion of Long Term Debt

Accounts Payable

Income Tax Payable

Other Current Liabilities
Dividends Payable
Accrued Payroll

Miscellaneous Current Liabilities

Total Current Liabilities

2008

1.78B

1.5B
276M
2.29B
304M
2.24B

634M
1.61B
6.62B

2009

1.61B
124M
881M
1.91B
221M
2.31B

648M
1.66B
6.058

2010

1.76B
746M
1.01B

2.3B
446M
2.56B

753M
1.8B
/.06B
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Long-Term Debt 3.74B 4.08B 3.43B
Long-Term Debt excl. Capitalized Leases 3.61B 3.96B 3.3B
Non-Convertible Debt 361B  3.96B 3.3B
Convertible Debt 0 0 0
Capitalized Lease Obligations 128M 121M 131M
Provision for Risks & Charges 1.06B  990M 1.17B
Deferred Taxes 2.48B 2.6B 2.69B
Deferred Taxes - Credit 31MB  312B  3.35B
Deferred Taxes - Debit 630M  521M  668M
Other Liabilities 317B 309B  3.95B
Other Liabilities (excl. Deferred Income) 317B 309B  3.95B
Deferred Income 0

Total Liabilities 17.69B  17.32B  18.96B
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Non-Equity Reserves 0 - 0
Preferred Stock (Carrying Value) 0 0 0
Redeemable Preferred Stock 0 0 0
Non-Redeemable Preferred Stock 0 0 0
Common Equity (Total) 12.98 13.8B 17.2B
Common Stock Par/Carry Value 147M 147M 147M
Retained Earnings 2.03B 1.76B 3.03B
ESOP Debt Guarantee 0 0
g:;:ulatlve Translation Adjustment/Unrealized For. Exch. 371M) 495M) 230M
Unrealized Gain/Loss Marketable Securities 0

Revaluation Reserves 818M 871M 1.24B
Treasury Stock (983M) (929M) (607M)
Total Shareholders' Equity 12.9B 13.88 17.2B
Accumulated Minority Interest 990M 989M 1.01B
Total Equity 13.89B 14.79B 18.2B
Liabilities & Shareholders' Equity 31.58B 32.11B 37.16B
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Homework Q2

(Euro millions)
Wine & Spirits

Fashion & Leather
Goods

Perfumes & Cosmetics

Watches &
Jewelry

Selective
Retailing

Other Activities
& Eliminations

Total Revenue

2008
3.126
6,010

868

2,879

4,376

(66)

17,193

2009
2,740
6,302

2,741

/64

4,533

(27)

17,053

2010
3,261
7,981

3.076

985

5,378

39

20,320
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Shariah Screening Norm in Saudi Arabia

Lﬁ)l%ﬂ‘ &AY\ Sl ?’“’\ Sle Cuan

Yoo Ul Ayl Ay il HSaY Walae &y jlaill Ledlaal o gl )5S AS ol Magind a3
6t\ﬂ‘}‘)i).\éj\e;jj6@@‘&}&\\5cdjﬁ\dﬁé&ﬂ%ﬂgié‘)mybc&u;
&

130






A5 50 sa e ApeDlal) drg il ae 488 giall agu) Ulls aiity s 2007 ale 8 48k A

el asdy il Jsasll ¢ oo W e a8 il Adalal) 48530 o sl (giaadl il and o
kel 5 Gl b yig diadll s Cndll 3 jlad g 2B Yl (SleY s Aallall Cleasll




Al 50 s (e DDl dag 30 e 438 gial) aguad) Uls aity 5 2000 ple & 48 o
A ) g Al g gl Jygaill g o 38l aady gl g J all Jlae 8 Alalall IS il s

133



MSCI & ol paasl) jlza

MSCI Shariah Screening Norm
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Shariah Screening Norm in Pakistan
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National Stock Exchange (NSE) Shariah Index,
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CHALLENGES OF sasdll cilasi
SHARIAH SCREENING

The rule of one-third &bl oS o
Market cap Vs Total asset dsa¥! Jlaa) Jilie 48 sl dall o
Purging (Purifying) of impure income &1 e Jaall (pe ((4oail) 485) jelai o
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Non-availability of Shariah compliance related information
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Conflict of interest (index service and Shariah compliance)
No research backup (hlis) sy 3 0¥ @
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Low exposure of Shariah scholars in the capital market
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(9ol Crdhas) 20X1 20X2 20%3
sl g puiall g il 300 700 400
aa gl

(ul9) aaiiay (3 6,000 3,000 5,000
Gl pdaaiuna g ghae 5,000 4,000 12,000
AN adla gl e JAA 1,000 2,000 1,700
Lalail) & i) A

A 4,000 5,000 8,000
A3 jadlly )

<l ) (Alaa) 16,950 14,700 27,100




INCOME STATHEMENT OF MEGA
GROUP

Revenue by business

group

(Euro millions) 2011 2012 2013
Wine & Spirits 300 700 400
Hotel & resort (SPA) 6,000 3,000 5,000
Perfumes & Cosmetics 5,000 4,000 12,000
Income from fixed 1,000 2,000 1,700
deposits at

conventional banks

Selective 4,000 5,000 8,000
Retailing

Total Revenue 16,950 14,700 27,100
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20X1
3,126
6.010

868

2,879

4,376

(66)

17,193
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764

4,533

(27)

17,053

20X3
3,261
7,581

3,076

985
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39

20,320




(Euro millions)
Wine & Spirits

Fashion & Leather
Goods

Perfumes & Cosmetics

Watches &
Jewelry

Selective
Retailing

Other Activities
& Eliminations

Total Revenue

2011
3.126
6,010

868

2,879

4,376

(66)

17,193

2012

2,740

6,302

2,741

/64

4,533

(27)

17,053

2013
3.261
7,581

3.076

985

5,378

39

20,320
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as Partner

Contribution
in Cash or in Kind
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as Managing Agent

(Trust Certificates)

ISSUER SPV as Issuer and as Trustee
(12)
N
Sukuk 7 ® Periodic
Distribution
Amounts
® Incentive Fees

Cash @ l 2

< 10 >—0 Dissolution
Amount

INVESTORS




Mudaraba profits (if any)

Cash + Enterprise

and Management Performance fees (if any)

according to the Mudaraba Agreement

ORIGINATOR
as Mudarib

Enterprise and Management

Share in Mudaraba profits
{if any) according to the
Mudaraba Agreement

ISSUER 5PV
as Trustee and Rab al Maal

2 & Cazh
Sukuk: (Trust 9 Periodic retun from
Certificates) Mudaraba profits
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as Seller

o
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Sale of Salam Assets

with delivery on a
deferred basis

ORIGINATOR ORIGINATOR ORIGINATOR
as Seller Purchase a5 Obligor under Purchase
Undertaking Undertaking and under
Sale Undertaking
~
Sale Price Perindic sale-hack Purchase Price
(Consideration of Salam Assets
for Sale)
Delivery of Sale-badk of .—Cﬂ)
Salam Assets Salam Assets
ISSUER SPV as Issuer and as Trustee ~
3 10
/
r
Sukuk 8 # Periodic
(Trust Certificates) Distribution
Amounts
@ Exercise Price

Cash .TCID

1 Dissolution
Amount

INVESTORS




ORIGINATOR ORIGINATOR ORIGINATOR
as Contractor as Lessee as Service Agent
4 Sale of Assets Exercise Price”
and Acnualmnet::ds mm :‘ D

KB\ ISSUER SPV as issuer and as Trustee rn\
Undertakes to delimT
Assets at a Future Date sukuk ‘> C-, Periodic
(Trust Certificates) Distribution
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Reimbursements of

Cash @— 2 10 Dissolution Servicing Costs

Amount (set-off against
v \

* See below regarding Istisna




ORIGINATOR
as Seller

ladily) o J$18

Income from
Sukuk Assets

Sale of Financial Assets
(Sukuk Assets)

I
Customers / \

Sale Price
{Consideration for Sale)

O—

ORIGINATOR
as Wakeel

"~

Appointment .—é
of Wakeel

Required @——

Income

ISSUER SPV as Issuer and as Trustee

o (I\Sale of Sukuk Assets
1

INVESTORS

Exercise Price

Sukuk —@ Periodic

(Trust Certificates) Distribution
Amounts

Cash 13 Dissolution
‘L Amount

.

ORIGINATOR
as Obligor under Purchase
Undertaking and under
Sale Undertaking
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Return on Investments

Wakala Agreement

Sale/Purchase Undertakings

OBLIGOR

¢ 9

—O———

Pool of
Wakala Assets

WAKEEL

Seller(s)

Sale of Assets

Sukuk Proceeds

=3E

Exercie Price .j

Wakala Assets @

Sukuk
(Trust Certificates)

N
Cd

ISSUER SPV

as Issuer
and Trustee

Sukuk Proceeds @——

L4

——® Sukuk Proceeds

@—0

Return on
Investments

—@ Periodic Distribution

2257

b

0

INVESTORS

Amounts

Dissolution
Amount
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