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	1.  Give short answers for the following questions: 



I. What is two- tier Mudarabah model of Islamic finance? And how  
    does it work?
  
  It's like an a joint stock company where's the shareholder's participated in   
    the initial capital and they manage through the board of directors .the bank 
    main task is obtaining funds from depositors on the bases of mudaraba and 
    lending it to business men on the same bases ,the income is distributed after 
    deducting the expenses of managing the funds on a  pro rata between share  
    capital and  deposits ,the bank retains a part for the sake of his shareholders 
    and a part of profits to depositors accordance to a predetermined profit 
    sharing ratio .
    Beside the general investment there is also an investment at  specific 
    ,particular projects (trading ,murabah, leasing ).
    Also there is current accounts which they can withdraw any time there isn’t  
    any obligation on the bank to pay profit on their deposits but it can use its 
    funds profitably at their own risk .




II. What is the difference between one- tier and two- tier modes of   
     mudarabah finance?
  
   
      One tier mudarabah is the mobilization of savings to gain profit on the  
      mudarabah principal throw trading, commerce, industry.
      Mu darabah contract is between two parties ,the owner of the capital  
      (rabul mall)and the entrepreneur (mudarib) .
      The depositors saves their money at the bank who is the mudarib to   
      Participate the profits throw utilizing the funds.
      The Islamic financial institutions evolutes different kinds of forms of 
      deferred sales ,short term (declared cost plus a profit sharing margin), 
      installment sales (long and medium mudaraba )(prepaid like istisna), pre  
      Paid leasing (ijarah) .
     The relationship between the investor and the bank is on the bases of  
      mudarabah and murabaha .  







III. Outline the important features of Mudarabah contract.
     

     1-the liability of rabulman is linked to his proportion of the    
          Capital.
      2-the mudareb can’t commit any mudarabah more than the 
          Contribution of rabulmal .
      3-the profit is distributed after all liabilities are setteled and the  
          Proportion of rabulmal is restored. 
      4-all related expenses of mudarabah is allowed except the  
          Personal expenses are not allowed .   
      5-the contract could be terminated at any time this may
          Cause trouble but the golden principal of free choice will  
          regulate termination without any damage to the enterprise .
      6- al mudreb must utmost honesty when managing mudarabah or   
          he considered that he committed a grave sin in addition to 
            worldly   penalties   , that case causes moral hazard .
      7-rabulmal may impose mutually on agreed conditions on the 
          manager but he has no right to interface the day to day work .  
                        
	




IV. What is the difference between Murabahah contract and 
      Bay-al –murabahah contract?
     There is baii ajel means the buyer pays in deferred payments (lump sum or installments) greater or equal or less then the cash price so there is two parties the buyer and the seller only without any financial intermediation.
There another contract called baii al murabaha means that the seller declares the real cost of the commodity and all parties agreed on a profit margin.
The Islamic bank financed that matter by combining the two contracts,(bay-al murabahah)the buyer orders the bank to purchaser a commodity with a promises to purchase with a mark-up and he will pay it in deferred (lump sum or installments )  so we have two contracts here the first one is between the bank and the supplier of the commodity and the second one is between the bank and the client.  There are some rules regulate that contract 
1-the subject of the sale must be owned by the seller at sale time.
2- The subject of the sale must be at the possession of the buyer.
3- the schedule of payment must be  specified .
4-the time of delivery must be specified.
5-the price must be specified.
6- The subject of the sale must exist at the time of sale.
7-the price ones the sale done can’t be changed.

V. What is the difference between financial lease and 
     operating lease?
The operating lease: the normal lease contract is the usufruct of an asset and it is between two parties the lessor how owns the asset such as (aircraft, machine, equipment) and he borne the risk ,deflates and responsibility of the asset . And the second part is the lessee how uses the asset and he have the responsibility of the day to day maintenance of the asset .and the asset will be sold to the lessee at a predetermined price. And there is some features 1- the lease contract is not for the life time of the asset it is for a specific period (month, quarter, year).
2-the lessor is the owner of the asset so he bears all risk related to the ownership. 

The financial leasing solved some problems 
1-the short time of lease makes the lessor faces some risk caused by the miss use of the asset so it strengthened the period of the lease to the entire useful life of the asset .so the lessor can reduces his loss by amortizing the cost of the asset with a profit .
2-the contract could be canceled without mutual consent but it also solved that problem by illustrating that the asset is self is a security    
The lessor can take the asset without the orders court and he can sell it if he needs liquidity .
3-the permissibility (point of view) of the financial lease 
    1-the lessor is the owner of the asset so he is responsible of all risk  
        related to that ownership .
    2-no one can lease an asset unless he owns it .
    3-the lessee starts to pay the lease when he gets possession of the 
         asset.

the impermissibility (point of view) of the financial lease
when the contract is non cancellable it is worst than when he gets an interest based loan and in case that he can’t pay the lease he will lose his stake of the asset even he paid a part of the asset price.
   	
VI. What are the basic rules of Salaam sale?

The salaam contract is an advance payment and a delayed delivery.
The basic rules of the contract :
1-the date and place of delivery must be specified .
2-the payment must be made at the time of the contract .
3-the specifications of goods to be delivered must specified and must 
    be fungible goods .
4-the quality and the quantity of the goods must be specified or it is  
    not suitable for salaam contract .
  


VII. What are the distinguishing features of Islamic Banking?

      1-risk sharing :one of the main bases of Islamic banking is that all 
          parties are shared at risk and gains it is distributed at a 
          predetermined rate but the loss distributed according to the 
          proportion of the capital . 
    
      2-morales :the conventional banks are secular but Islamic based 
          on morals not destroy the society like casinos ,win industry 
           which deteriorate the economy .  
    
      3-islamic banks have a Diversity of products and services with a 
          fixed rate like conventional banks .
          
      4-productivity :when the bank will not get any returns from a 
          project unless it is acumen and managerial sounds so the most 
          important thing is the productivity not the credit worthiness of 
          the client and the payment of the loan and the installments .     
     5-islamic bank pays zakah on its money and as a service to its   
         Clients.
     
    6-islamic banks depends on shareaa principals not manmade   
        Principals.    
    
   7-the fundamental is participation and partnership not lending 
      Money and collecting interest. 



2. Discuss the basic rules of complying ‘Musharakah’ financing 
 contract. 

The musharakah is the partnership between two or more parties they share gains and loss ,that name came from the legal Islamic name alsharikah and there are two kinds of it
First: sharikat ulmal :means two or more parties shares at a joint venture by purchasing an asset .
Second: sharikat Uljaqd: means two or more parties made a commercial contract which they participate capital, labor and management which is a base of that contract .
The main features of al sharikah are :
1-the gains are distributed at a mutual consent basis ,it is not  
    permissible to fix a slump some of the profit to some one .  
2-losses are distributed strictly to every ones proportion of  
    capital .
          3-the responsibility is not limited ,the base is every one   
              Participates at capital ,labor and management ,but if  
              someone will not participate at management the distribution  
              of gains will be strictly by the proportion of the capital. 
 




Case Study

A mudarabah contract is settled down between an Islamic Bank and a client as follows ; 
a) the Islamic Bank provides capital of 100,000 S.R and the client provides his efforts.
b) the subject of activity of the Mudarabah is trading in foods for one year.
c) Profit is divided as: 60% for the Islamic Bank and 40% for the client.
d) there is no pay for the client in business activities.
The result of the activities was as follows;
i) Sales income 450,000 S.R
ii) Purchases costs 325,000 S. R
iii) Admin costs and overheads 145,000 S.R
Keeping in view the above answer the following questions

a) Determine the profit & loss in the above case

450000-(325000+145000)=(20000) loss  plus
 The principal 100000 the total loss is 120000

b) How much the client will be paid as his wages

       the client will get nothing because at loss rabul mal  will borne  
     the risk ( capital ) and at this case the client  will loss his labour .
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