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	1. Give short answers for the following questions

I. What is ‘ Hawalah’ in Islamic commercial banking?

Hawalah literally implies the transfer of something from one person to another or from one situation to another. Legally, Hawalah is an agreement by which a debtor is freed from a debt by another becoming responsible for it, or by shifting the responsibility from one
person to another with the effect that a debtor is replaced by another debtor.

II. Discuss the value of money in Islamic loans and  
debts.

The Shar¯ı‘ah does recognize a difference in value due to a time element, and does not prohibit realizing the time value of money in a business. What is prohibited is any claim to the time value of money as a predetermined quantity  at a predetermined rate not related to any real sector business





III. What is ‘HUSNAL QADHA? And how does it 
work?

The holy Prophet (pbuh) has warned that a believer’s soul remains encumbered with the debt until he pays ,and there is no funeral prayer until his debt was taken over by someone else .
Islam requires that a debtor should not only pay the debt in time, but also express thanks .
Repaying a loan in excess of the principal and without a precondition explicit or implicitis commendable and compatible with the Sunnah of the holy Prophet (pbuh). the holy Prophet ordered to pay a better camel in repayment of a debt as a camel of the age that was borrowed was not available at the time of repayment .

IV. What is the difference between ‘sale of debt’ and ‘assignment of debt’?

The difference between “sale of debt”, which is prohibited, and the “assignment of debt”, which is permissible, is that, there is recourse to the assignor or the original debtor if the assignee does not pay the debt for any reason. 
In the sale of debt, the purchaser of the debt instrument has no recourse to the seller of the debt, and therefore,due to the involvement of Gharar and Riba, the sale of debt is prohibited.
the assignee will have to pay when the debt becomes due and it is permissible to defer payment of the transferred debt until a mutually specified date .




V. What types of guarantee an Islamic bank can ask    
     for in case of secured loans?

A bank can call for the following types of guarantee to secure its loans:
• letters of guarantee;
• use of cheques (post-dated);
• Promissory notes;
• freezing cash deposits;
• third party guarantees;
• Hamish Jiddiyah (money taken from a client to ensure the  
   performance of any assignment)
• ‘Arb¯un (down payment taken as part of the settled payment taken 
    after execution of the formal contract).



2. Describe the term ‘Muflis’/ insolvent according to Islamic commercial law. 

If there is an insurance that the debtor is not resorting to fraudulent bankruptcy and he cant pay then he is termed insolvent /bankrupt. Then all his assets will be sold and the proceeds distributed among creditors on a pro rata basis. The state may arrest the debtor if there is a possibility that he hides wealth.
If a commodity sold on credit is still with the insolvent buyer in the same condition, the seller has the first right according to a saying of the holy Prophet.








3. Explain the terms ‘ Kafalah’ and Rihn’. What is their significance in Islamic commercial law?

The lender can demand some security to which he may have recourse in the event of failure by the borrower to fulfil his obligation. The holy Prophet (pbuh) himself borrowed from a Jew against the security of an iron breastplate .
This is convincing proof of the fact that (i) a pledge is permissible, 
(ii) it makes no difference whether a person is on a journey or at home, (iii) transactions of this nature can take place even between a Muslim and non-Muslim.
There are two forms of guarantee: Kafalah, or surety-ship, and Rihn, or pledge/surety. The two pre-Islamic contracts used for guarantee or safe return of loans to their owners were approved by the holy Prophet (pbuh) Kafalah means to take on the responsibility for the payment of a debt or for a person’s appearance in court without preconditions.
Rihn ,pledge, is also a security for the recovery of debt if the debtor fails to repay it.
In the contract of Kafalah, a third party becomes surety for the payment of debt, but in Rihn, the debtor hands over something as a pledge to ensure the payment of debt.
In addition, Rihn is a trusteeship; the creditor has to hold the pledged property as a trust.
It is also lawful to become the surety of a surety. There can be more than one surety at the same time for a single obligation joint surety or joint guarantee; each one is liable only for his share of the debt. But if various people become sureties of a debt one after the other, each one of them is liable for the whole debt  .
A guarantee shall not be effective in the case of goods that are in trust in the hands of the principal debtor. 
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