
Shariah Advisors"---*

n

Shariah Compliance Guidelines for lnvestments by

Mutual Funds



Definitions

l. Shariah Advisor (SA) means Al-Hilal Shariah Advisors (Pvt.) Limited.

2. Shariah Scholar (SS) means a person versed in Islamic Shariah and part of the Shariah board at

Al-Hilal Shariah Advisors.

3. Illiquid Assets mean those assets which can be traded at a price other than its par value.

General Guidelines:

1. All transactions and agreements used for carrying out business should be approved by the Shariah

Advisor (SA) and free from zuBA (interest), Gharar (uncertainty in a transaction) and Qimar
(gambling).

2. Any changes in the product structure, agreements should have an approval from the SA

3. Any transaction requiring a relaxation should have a prior approval from SA

Guidelines for Bank Accounts:

1. All deposits of customerslorganization shall be placed with Islamic Banks / Islamic Banking
windows of conventional banks approved by the SA.

2. While placing a deposit with an Islamic Bank / Islamic Banking window of conventional bank,

seek the structure of finance under which deposit is placed along with the Shariah approval of the

Shariah advisor of that particular bank.

3. For administrative reasons and for collection/redemption facilitation purposes, current accounts in

conventional banks may be open with a prior approval from the Shariah Advisor.

Screening Guidelines:

l. The following is the screening criteria for investments in eqility scrip in the local market

Business of the investee company
The business of the investee company should be Halal. Accordingly, investment in shares of
conventional banks, insurance companies, leasing companies, companies dealing in alcohol and

any other non-compliant activities is not permissible

Interest bearing debt to total assets
The total interest debt of the investee company should not exceed 40Yo of the total assets. The

debt here includes all interest-based debt & interest based financing.

Investment in non-Shariah compliant activities and income from non-Shariah
compliant investments

The following two conditions must be observed for share screening purposes:

A-The total investment of the investee company in non-Shariah compliant activities should not

exceed 33o/oofthe total assets.
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B-The income from non-Shariah compliant investment should not exceed 5oh of the gross

revenue. (Gross revenue means gross sales plus other income). Subsequently, giving the

proportionate portion of noncompliant income to charity is required to purify earnings from
investee companies.

D. Illiquid to total assets
The total illiquid assets of the investee company as a percentage of the total assets should at least

be 20o/o where illiquid assets are defined as those assets which can be traded at price different
frorn their par value.

Shariah Compliance screening should be performed on a quarterly basis for investee companies

Shares cannot be sold prior to assumption of possession i.e. settlement as per schedule of the

Stock Exchange

Purification Guidelines :

l. All income earned should be purified to attain an income free from non-compliant sources

2. A charity rate should be computed to purif, earnings from investments in shares i.e. non-

compliant income (after tax) divided by net income (after tax) and it should be applied on a to all

the dividend received from the investee company

3. A separate bank account shall be maintained for charity amounts and all amount of charity shall

be transferred to the charity bank account as soon as the charity is ascertained and approved by

the Shariah Advisor
Charity shall be paid to any charitable organization after the approval of the Shariah Advisor

The charitable organization to which charity is paid shall not be in any way related to the Shariah

Advisor, Shariah Scholar, Fund or the Management Compply or their employees and directors.

The amount in the charity account shall be disbursed in a draximum period of lyear
Charity cannot be paid to individuals
Charity amount cannot be used for marketing or CSR neither the charity disbursement should be

highlighted in any way.
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Divestments

l. In case any investment becomes non-compliant, it must be divested within a period of 03 months

of the date of non-compliant.

Trading Guidelines

1. Short selling of securities is not allowed
2. Securities may only be sold once their possession has been acquired by the Fund and transactions

have been settled.

3. Interest based leveraged buying is not allowed

4. In order to support the Islamic Financial System, Islamic Funds should support and provide

maximum possible business to Islamic brokerage providers on arm's length



Investments in Letter of Rights

1. Buying and selling of letter of rights is not allowed

Investment in Sukuk

L A prior approval of Shariah Advisor shall be required for investments in Sukuk (government and
Corporate)

2. Approval taken for one sukuk shall be valid for the life time of the sukuk

Investments through new structures

1. Any new investment financial structure shall require a prior approval from the Shariah Advisor

Marketing Guidelines

L Marketing material should not have any misstatements and misrepresentations.

2. It is recommended that all marketing material shall portray Islamic values and should not contain

any thing obf,ectionable to Shariah laws.

3. All marketing material shall be approved by the shariah advisor before public dissemination.

Faraz Younus Bandukda
Chief Executive
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