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AAcceptance of even purely devotional observances depends on
correct observance of the rules on muA ma l b t

~

AbuHurairareported Allah's Messengawsas saying: O people, Allah is Good
and He therefore accepts only that which is good. And Allah commanded the
0SSt ASOSNA |a I'S O2YYlIYRSR (GKS aSaas
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mention of a person who travels widely, his hair dishevelled and covered witt
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are unlawful and his nourishment is unlawful. How can then his supplication [
accepted?  [Muslim]
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ZAK T

Payers, Recipients & Calculation
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ZAKTPAYERS AND RECIPIENTS

Conditions to be fulfilled for Z a k td lbe payable i )
A A person must be a muslim, sane, adult,ands U hundmi s Ub

Recipients of Z a k Ut

A Primary recipients of Z a k d¥e poor and destitute

AAper sonés poor relatives shoul d Zbaek Ugti v e
above other poor people.

Those barred from receiving Z a k U't

ACertain Hashimites, payer 6s | ineal descendants or

On current [05/05/11] market rates the N i/ leMel is £2,583.45 for Gold and £469.72
for Silver above which Z a k ig/payable at 2.5%.

|l ntention at di sbursement and recipientod:
Zakah
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PERSONAL ASSETS

IMPORTANT RULES

1. Allassets owned for PERSONAL USE are exempt from Z a k ¢x¢ept
Cash, Gold & Silver which are always subjectto Z a k U't

2. Z a k Udlways paid on the balance of the assets owned ontheza k Ut ab | e
anniversary and not any fluctuating figure during the year.

3. Zak UNOTipayable on4 a r lGhoome. This must all be donated to
charity.

4. Z a k Udlso pagable on livestock and agricultural crops
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BUSINESS ASSETS

Z A K UPOSITION DEPENDS ON YOUR INTENTION

) Clear intention to resell
Z a k diie on entire Asset value i always use Selling Price

i) Clear intention to hold as an Investment
Z a k U tpayahbteton entire asset value but payable on net income from
asset. For shares, Z a k ONLY payable on stock and cash. Z a k UNOTi s
payable on goodwill or fixed equipment.

iii) Clear intention to reside (if Asset is property)
No Z a k Rhyable

Iv) No clear intention i
NoZ ak Ut poa gsaebvalee, but income received subjectto Z a k U t
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BUSINESS ASSETS

INTENTION NOT TO RESELL IMMEDIATELY

)  Business Owners i Z a k phyable on stock and cash only NOT
on goodwill or on capital equipment / property

i) Sharesi Z a kiEINOT payable on value of sharesi Z a ki t
payable ONLY on the cash balance and stock valuation i this
needs calculating

i) Propertiesi Z a k iE®NLY payable on net rental income

iv) Pensionsi Z a ki ®NLY payable if you can choose how to )
invest the pensionfundi t he a mo u n tdepenfls oZthek Ut
asset being invested in. (property fund / shares / cash fund etc.)

v)  Child Trust Fund i Z a k iENOT payable. After child receives

cash on 18" birthday, they are personally responsible for paying
- Zak.Ut
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LIABILITIES / DEBTS

DEBTS OTHERS OWE YOU

There are three categories of debt:
1. Strong debti debts incurred in consideration of commercial goods or loans.

2. Weak debt i debt that accrues without consideration or in consideration of other than
what i s deemed Oproperty

3. Medi ali ddb¢ibctur@d in consideration of non-commercial goods.

Bad debts i lost all hope of recovery i Z a k Unot payable

DEBTS OWED TO OTHERS )
1. Debts owed to others are deductible from your Z a k U t tatdd if teey are to be
repaid in full within the next twelve months.

2. For long term loans paid by instalments only twelve months worth of instalments
may be deducted.

3. In conventional loans only the principal amount to be paid back may be deducted.
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Case Study

Ayesha on her Z a k Ahniversary date, 10t h o f R #akea actdunt of her
finances as follows :

I Personal car / clothing / furniture: £15,000

I Personal Gold jewellery £2,000

i Owns 50% of home, worth £250k, diminishing mu s h U ffirakca £125k
I Owns half of another property i rented out. Value of property £180Kk.

I Ayesha has an opticians business which has stock of glasses and contact
lenses worth £20k.

I Cash in her business account totals £15k, in her personal account £10k
I Owns some shares in BP for resale only = £2k
I She has lent £3k to her friend

i She has a Personal Pensi ongcomgidnbcasen t o i
account, MV = £30k

I She owes £5k to suppliers of glasses

I 3 years worth of Instalments are outstanding on furniture purchased, total
debt outstanding = £6k
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Personal Car / Clothing / Non zak
Furniture

Gold zak Ut
Main Residence Non zak
Investment Property Not zak
Stock in business zak Ut
Cash zak Ut
Shares Fullyz ak Ot
Money owed to Ayesha zak Ut
Pension zak Ut

Money owed to supplier

Deducti bl ¢

Debt on furniture

12

Mont hs Dedudqd

Ut abl e
abl e
Ut abl e
Ut abl e
abl e
abl e
abl e
abl e
abl e
for

ti bl e

\ WWW.ALQALAM.ORG.UK AL QALAM

f



SUMMARY

AZ a k iBlthe 31 Pillar of Islam and compulsory ifyouare SUJdum Ni A Ub
AZzakiUd a purificati oarigtt6fthepoe évertheech | t h  an

AFailure to pay Z a k ail &ll or to under pay Z a k Ud majorssin

AThose whose total wealth, excluding basic necessities and debts is below N i A Ub
level canreceive Z a k Ut .

Az a k dhaould be calculated promptly on the annual Z a k date and then paid as
soon as possible, at the latest within one year.

AThree main assets are subjectto Z a k (igold: & silver 2.cash and 3. business
assets

ABusiness assets include shares, pensions, CTF, home purchase plans,
properties

ADebts receivable from others are added to Total Assets in the Z a k Chtculation
ADebts payable to others are subtracted in the calculation

Az a k Upayablesat 2.5% on Net Assets
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Student Loans
& Pension
Schemes
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Student Loans

A Repayments start once graduate starts earning over a minimum
salary threshold.

A Same value of loan paid.

A Amount to be repaid is linked to the rate of inflation commonly
gauged by the CPI (consumer price index).

A Inflation is a rise in general prices of goods and a rise in inflation
would mean a decrease in the purchasing power of money.
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Pension Schemes

Pensions are long-term investments with special tax rules designed to
help people save for retirement.

One may start receiving pension after an age of 55.

Four main types
A State pension

Occupational Salary Related Schemes 1 eg. Final salary
pension schemes

A

A Occupational Defined Contribution Schemes i Money Purchase
pension schemes

A

Personal Pensions

T
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Pension Schemes

State Pension

A NI contributions are deferred salary and pension is a contract
between the State and employee?

A Or NI contributions are a legal requirement and not deferred salary?

A The state pension must be a unilateral undertaking from the State.
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Pension Schemes

Final Salary Pension Schemes

A Amount of pension dependent upon length of time served in the
scheme, pre-retirement final earnings and scheme accrual rate.

A The pension payments are a deferred portion of the ujrah.

A There is uncertainty in the amount of remuneration. Therefore, the
employment contract is defective.

A s final salary pension scheme a separate contract?

b
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Pension Schemes

Money Purchase Schemes

A Amount of pension dependent upon total money paid, investment
performance and annuity rate at the date of retirement.

A An annuity where a regular income for life is purchased in return of
the pension fund; it is not compatible with Shariah.

A Shariah-compliant alternatives to purchasing annuities are available.

A Underlying investment must be Shariah-compliant.

WWW.ALQALAM.ORG.UK AL QALAM



Zakat on Pension Schemes

Zakah Payable T Before receiving pension
A Money Purchase Schemes
A Personal Pension Schemes

Zakah Not Payable

A Final Salary Pension Schemes

A State Pension

However Zakah will be payable after receiving pension
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ISLAMIC
WILLS &
INHERITANCE
PLANNING
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It is not the right of a Muslim who has something to bequeath that he should
spend two nights except that his bequest should be recorded with him.

[Bukhari]

In the narration of Muslim, three nights are mentioned.

'‘Abd Allah b. 'Umar said: Not one night did pass upon me since | heard the
Messenger of Allah say that except that my bequest was with me.

[Muslim]
Bequests cannot be made in favour of an inheritor
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Bequests are valid up to only 1/3 of the estate

i h%vi“m&s R kg L gv AR g
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Aamir b. S a Galrated from his father, he said: The Prophet visited me during
the year of the Farewell Hajj while | was suffering from a disease which brought
me to the verge of death. | said, "O Allah's Apostle! My ailment has reached
such a (bad) state as you see, and | have much wealth, but | have no-one to
inherit from me except my only daughter. Shall | give 2/3 of my property as
alms (in charity)?" The Prophet said, "No," | said, "Shall | give half of my
property as alms?" He said, "No." | said, "(Shall | give) 1/3 of it? " He replied, "
1/3, and even 1/3 is abundant. It is better for you to leave your inheritors
wealthy rather than to leave them poor, begging people (for their sustenance).

[Bukhari]

|—|
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Wife receivesd 2. F - Kdza ol yYRQa Sadl GdSo

1/8=ifhehas®KAf R 2NJ a2y Qa OKAfR K2gSOSNJ

vi=ifhe hastoOKA £ R 2 NJ &2y Q& C)KS@ME@S@S N.

HusbandNB OSA @S&a 02F 6AFTSQa SadulFusSo
v,=ifshehasaOKAf R 2NJ a2y Qa

CKEYRULE
w=ifshehas/ 2 OKAf R 2NJ a2y Qa ~

Father receives

1/6=ifdeceasethasy 2 a2y > azyQa
1/6+ residue if any = deceasechas only &R | dz3 K
a 2 \a @addughter, etc
residue =f deceasedasno children
Mother recieves

az2zy S0
( Sdedghterd y Q &

1/3 =if deceasedcasno child nor two or more brothers/sisters
1/6 =if deceasechasa child or two or more brothers/sisters

Sonsget twice what daughters receive (of the residual estate)

If 2 or more daughtersexist =ithey receiv@/3 of the estate.
If One daughteralone = she receivéathe estate.
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