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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. 
	1. 
i. In Arabic, a game of chance is Maysir (B)
ii. ‘Gharar’ refers to contracts where full contract implications are not known to the parties (A)
iii. A mudaraba contract is settled between an Islamic bank and client as follows: bank provides capital and client provides her efforts (C) 

2. 
	Islamic Investment Vehicles
	Conventional Investment Vehicles

	Saving account- income derived from undetermined profit. 

	Saving account- income derived from fixed interest 


	Bonds – income derived from buying & selling. 

	Bonds – income derived from interest. 


	Stocks- income derived from dividends and capital but with the exception that the company must be sharia’ compliance. 

	Stocks- income derived from dividends and capital gains 




3.
i. Mudharaba is a form of partnership in which one partner (the financer) provides capital or finances the investment/project while the other partner manages the investment. 
Murabaha on the other hand is a contract whereby the bank helps a client purchase an asset or a good (because it cannot lend money on interest to the client). The client purchases the good with the mark up price.

ii. Takaful is a form of Islamic Insurance. It is structured on a cooperative principle where members are joint investors – contributing money into a pooling system. The profit and loss from such investment is shared among members. 

iii.  Prohibition of Riba, prohibition of Gharar, Prohibition of maysir and No involvement in trading and consuming goods that are haram

iv In an Islamic framework, the profit and Loss financing system  (PLS) replaces the interest rate mechanism. In PLS, the creditor gives out some money to the borrower to help finance his investment. Profits and losses on an investment are shared between the borrower and creditor based on a ratio that depicts their participation level.

v. Ijara is a lease contract whereby the bank leases out an asset or property to its client. It could also be a contract of land rent that is payable and fixed in cash. 

Istisnaa is a sales contract of specified goods that can be sold before the manufactured product comes into existence. 
Riba is defined as usury. It is the interest/premium that a borrower has to pay on the principal received from the creditor 

Bai bi thamin ajil is a credit sale of goods. The bank buys certain goods from the manufacturer and pays on receiving the goods, sells the goods back to its customer at an agreed price. The customer can use a deferred method of payment.

Case study

a) In Ijara mortgage, the bank will purchase the house and rent it out to Mr Adel, the bank makes an agreement with Mr Adel on how to pay in installments. Ownership of the house remains with the bank till Mr Adel has finished paying. With Murabaha mortgage on the other hand, the bank will purchase the house and sell it back to Mr Adel with an extra mark up price. The bank and Mr Adel would have already previously agreed upon the mark up price.
b) Murabaha and conventional house finance are not the same. In Murabaha, the mark up price on the product or asset does not increase with time like that of conventional finance. The agreed price remains the same even if the buyer defaults or delays payment. 
c) If Mr Adel misses out on some payments the mark up price will not increase like in conventional finance because interest is not permissible. He will however be blacklisted if the default had no genuine reason. 
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