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Zakah on Debts - General

The rulings on the liability of Zakah on debts generally and on long term debts in particular can be
viewed on the al-Qalam website.! However, these rulings have not dealt specifically with the liability
of Zakah on interest-based debt.

The rationale expounded by the fugaha’ for the deduction of debt per se from one’s zakatable assets is
that to settle the debt owed to one’s creditors and so protect oneself from punitive measures is a basic
necessity. Whilst such assets are engaged by one’s basic necessity one cannot be said to possess
wealth. Furthermore, the debtor’s ownership of his assets is defective to the extent of the debt as the
creditor can recover his debt from such assets without need of recourse to a judicial degree or to the
debtor’s agreement. The debtor’s possession is akin to that as in the usurped property of others or of
property in trust.

H;qvwﬁgquﬁ;JJm e Ll ol JUS L il gl b 21 b

e L ol s 3 LS Ll LSl S L slall gt 0O el BT g
PV, S S WA [ AP SUVIPUE | [P o N{ IR N T (PR PADCN RG-S PO W (S W PO N /NP
yﬂw'ﬂ_u‘jc&;‘ﬂ_ﬂl&v_éyi&;d—d\ﬂ_!&_b-\J_&j?a_g.bjjiv_.\,a_ﬁc.l__:'é‘\_:k;\_&)yi
(228/3 (IS oy oy g L 0l 3 sl il LS LS LS e e e el

B1/2 cas Cams b Ok ¢ a fadl BT oS Bl UL s sladll 3 alseg

1See: http://www.algalam.org.uk/UserFiles/File/Zakat%200n%?20debts %20-%?20Final.pdf and
http://www.algalam.org.uk/UserFiles/File/Microsoft%20W ord %20-%?20Liability %200f%20zakat%200n %20long %2 0term%20loans.pdf
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Treatment of Interest-based Loans

In an interest-based loan, whether in the form of a mortgage, personal/commercial bank loan, or a
loan from a finance company to fund the purchase of furniture or a car etc, only the principal loan
amount remains legitimately payable to the lender. The lender, whether a bank or a finance company,
cannot demand any excess above the loan amount; any conditional excess is void whilst the loan itself
is valid. Notwithstanding, the borrower still incurs sin and is required to rescind the loan contract.
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Although payment of the interest generated by the interest based loan is enforceable under the
English legal system, as this is taken unjustly, it is not a valid debt and cannot be deducted from one’s
zakatable assets. As a corollary, fugaha’ have ruled that any kharaj - duty on the agricultural produce of
conquered lands rightfully owed to the state is deductible from one’s zakatable assets. However, any
such duty levied unjustly is not deductible as this is not a valid debt but rather a form of unjustifiable
confiscation. Similarly, interest payments demanded from the borrower are also unjustifiable claims
upon the borrower and cannot be deducted from one’s zakatable assets.
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Deferred Repayment

Finally, a condition of deferred repayment is neither valid nor enforceable in a loan contract. i.e., if
the lender agrees to allow the borrower to repay the loan after a certain period the lender still retains
the right to demand payment before maturity of that period and the loan always remains payable on
demand. A loan contract simply does not allow a condition of deferment as it is essentially a
gratuitous contract. Consequently, the principal of an interest-based loan always remains payable on
demand and thus apparently requires that the entire loan amount is deductible from one’s zakdtable
assets. However, as the deduction of debt from one’s zakdtable assets is to protect oneself from the
punitive measures of one’s creditors and the English legal system affords such protection for the
portion of the principal of the interest bearing loan that is not immediately payable, the entire loan
will not be deductible. On the contrary, only the portion of the principal due until the next zakah
anniversary will be deductible and the rules related to long term debt will apply.
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And Allah knows best.

Mufti Mohammed Zubair Butt
Chair, Al-Qalam Shariah Panel



