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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	
A-Bai‘ Salam is an ancient form of forward contract wherein the price was paid in advance at the time of making the contract for prescribed goods to be delivered later, The seller undertakes to supply some specific goods to the buyer at a future date in exchange of an advance price fully paid at the time of contract. It is necessary that the quality of the commodity intended to be purchased is fully specified leaving no ambiguity leading to dispute. 


B- Istisna' contract is a sale transaction where a commodity is transacted before it comes into existence. It is an order to a manufacturer to manufacture a specific commodity for the purchaser. The manufacturer uses his own material to manufacture the required goods


C- The term “Salaf” has been used interchangeably in Hadith literature to describe the contract for future delivery of specified goods with up-front payment of the price. The parties stipulate a certain time for supply of goods of specified quantity and quality...



D- The economic role which Bai‘ Salam is supposed to perform can be summarized as follows:

· The period of delivery ranging from one year to three years suggests that the amount of advance was not small; otherwise this should have been adjusted earlier than the harvesting of crop or fraction of the garden.
· In view of the period involved in the deal, it can be claimed with confidence that the buyers were not Consumers of the product; they were traders or prospective traders.

· The popularity of this practice leads us to believe that the price received in advance might have met Both the productive and consumption requirements of the cultivators.


· Fixation of three years as the time of delivery suggests that money was also required for fixed
               Investment like improvement of land and growing gardens. In the context of Syria, digging of           wells and Providing irrigation  facilities could also be a possible purpose of the request for advance payment.


E- Banks could face the following risks in Istisna‘a-based financing:
· settlement risk;
· price risk;
· delivery risk;
· possession risk;
· Market risk.

F- this can arise after the execution of salam contract 
 1. The bank may refuse to accept the goods and insist on the supply of the agreed goods according
        To the procedure given in Section 10.7.2 or get the price paid at the time of contract back.

2. If the seller is not able to supply the agreed item, and the item is absolutely out of stock in the
     Accessible market, the bank may ask the seller to supply any other goods.

3. If the seller can only partly supply the agreed goods, the bank may accept the same and revise the
      purchase order to the extent of the remaining quantity, or it may claim a refund of the balance

2-DISCUSS THE MAIN FEATURES OF VATID SALAM CONTRACT IN DETAILS

FEATURES OF A VALID SALAM CONTRACT
 Alternatives for Marketing Salam Goods
 Getting Promise for Purchase
 Parallel Salam
 Agency Contract
 DISPOSING OF THE GOODS PURCHASED ON SALAM
 SECURITY, PLEDGE AND LIABILITY OF THE SURETIES
 Penalty for Nonperformance
 Amending or Revoking the Salam Contract
 Khiyar (Option) in Salam
 Period and Place of Delivery
 Mode of Payment
 Payment of Price: Salam Capital
 Salam in Currencies
 Subject Matter of Salam
A valid Salam contract requires the following conditions (it goes without saying that it should also fulfill the conditions of a normal valid sale).


3- An Istisna‘a contract shall be entered into, on the one hand, between the bank and a customer,    while on the other hand, the bank may enter into a Parallel Istisna‘a with a third party (contractor) for preparation of the subject matter of the first Istisna‘a. The delivery date of the parallel contract must not precede the date of the original Istisna‘a contract.
In one contract, the bank will be the buyer and in the second, the seller. Ownership related risks of the
Two contracts will remain separate and will have to be borne by the respective parties so long as the asset is not transferred to the other. Each of the two contracts shall be independent of the other. They cannot be tied up in a manner whereby the rights and obligations of one contract are dependent on the rights and obligations of the other contract. Further, Parallel Istisna‘a is allowed with a third party only.










WASALAMA ALLEYKUM  AND GOOD LUCK
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