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Please explain how the following types of receivables owed to oneself are to be treated for the purposes of zakat.

1.

2.

Personal loan — an individual lends £2,000 to his relative on the basis of gard hasan — gratuitous loan. The
£2,000 is still outstanding. How should the lender treat the outstanding £2,000 for the purposes of zakat?
Business debt — a wholesaler sells his merchandise to retailers on credit. How should the wholesaler treat the
outstanding amounts on the invoices for the purposes of zakat?

Sale of personal property with payment deferred to a later date — an individual has purchased a new car and
paid the price in full. He has sold his old car to an associate who will pay him after six months. How should
the seller treat the outstanding amount for the purposes of zakat?

Salary - an individual who is paid his salary at the end of the month has to calculate his zakar on the 25" of the
month. Does he have to pay zakat on the proportion of salary owed to him on the 25" of the month?

Bad debt — if a lender has lost all hope of recovering his loan how should he treat the outstanding amount for
the purposes of zakat?
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According to Imam Abu Hanifah, there are three categories of debt:

1.

Strong debt: a ‘strong debt’ is defined as a debt that arises from a loan or is incurred in consideration of
commercial goods. E.g., a retailer purchases commercial goods from a wholesaler on credit. The retailer has
incurred a ‘strong debt’ payable to the wholesaler in consideration of the commercial goods. The wholesaler
remains liable for paying zakat on the debt even before securing possession of the same. However, the
obligation to pay zakat only matures upon receipt of the value of 40 dirhams of the debt. Thus, for each 40
dirhams (or the equivalent thereof) received one dirham will be payable as zakat.

Weak debt: a ‘weak debt’ is defined as a debt that accrues without any consideration, such as wealth that
accrue as inheritance or as a bequest, or that accrues in consideration of other than what is deemed property,
such as mahr mu’ajjal - deferred dower, or the consideration agreed in khula * - compensatory divorce, or the
compensation mutually agreed to commute gisas - requital or unpaid salary, etc. Zakat is not liable upon such
debt until recovered. Following recovery, the rules of zakat will apply for the future but not retrospectively.
E.g., if a destitute inherits a large sum from the estate of a deceased relative, but does not receive the same
until after the passage of one lunar year, liability of zakar will not apply until receipt of the inheritance
followed by the passage of a further lunar year.

Medial debt: a ‘medial debt’ is defined as a debt that is incurred in consideration of non-commercial goods.
E.g., one sells some surplus clothes or personal property to a friend who has agreed to pay after 18 months.
The debt so incurred is a ‘medial debt. There are two positions reported from Imam Abi Hanifah regarding
such debt.  According to the opinion reported in al-Asl [zahir al-riwayah], liability of zakat will be effected
from the time of sale and before possession. However, the obligation to pay zakat will be delayed until
possession of 200 dirhams [i.e., the quantum of zakdr liability], after which zakat will be payable
retrospectively. Ibn al-Humam and Ibn al-Nujeym have stated this to be the correct report [sahih al-riwdyah];
while al-Hagskaft has deemed it to be the more correct report [al-asahh]. Ibn Suma’ah has reported a second
opinion of Imam Abtu Hanifah on the authority of Imam Abi Yasuf that the liability of zakat only applies after
receipt of the quantum of zakar liability and the passage of one lunar year from the time of possession. Al-
Kasani has deemed this to be the more correct report [asahh al-riwayah] and al-SarakhsT has also described it
as the adopted opinion of Imam al-Karkhi. Ibn ‘Abidin has also explicitly considered this to be the more
correct opinion in the marginal notes of al-Bahr al-Ra’iq and implicitly in Radd al-Muhtar. This is also the
conclusion recorded in Imdad al-Fatawa [2:47] and Imdad al-Muftiyyin [p. 471] and is described as asahh al-
riwayateyn — the more correct of the two opinions, and also in Ahsan al-Fatawa [4:271] and is described as
rdjih - the preponderant opinion. Thus, the latter opinion is the more correct of the two.

3 i 8yl ol O Jle o Vb 0,0 L sy 18 o 1 s ) e Bis f s Lol e SO e 0l &t g ] b gl
I el Les Y 06 L s i oy gy A LS S 3 a3 Y b e Yoy 06 OF gay tdewy cay oS
LlS™ SISy s ool bl e a3 136 W5 o f j2d 4L el kY ol ) (B deall s e mlally ald Jay S
Cionall plll (35 op)ps Bt 535 i ¢ o8 [l el ] Wl Gak b oL eV kY bl ) 3y W25 G T S
Ll Jrry Ol ol Of = s B g = i Gl oo e n U o le i Gy et JAH Dty ek LS by



b oo W s ¢ JU e Lo J gn b OF s bl iy i g J B amy o ansll 3083 L e o SO Lol pay L CiaillS
e ¢ 2w e b W o U g 3 castY b Y ol aslo (als ) e ¢ amadt) e Jl ed pldly ¢ o sgh ¢ sl
of |8 dol (3 L 08" W) Sled 55l Jo e Yoy 0157 Lo LG SSTH Olas e V) Y JAs 2 B e L LT Ol
i e bty . adl e i eV gy oS ¢ Ll 1 AT ad G ¢ oY1 e o Gl O 0 L e b Ls e
o Yl oS ekl OF 1) ot SO Cands ¢ taglly aldd) Ol Jos Wl Loall) e 5oL 30 (3 L LoS™ s ) s i ol e L85 0 s
Aol of Jlasl 3,mdl) 28 oon 1ol o L el il g )l oy sl i) o VU ol S0 L Ly g BT oSG L
G2l (3 e Celn) b BT Gy O 1 Uy ¢ Lagre abi Bad ¢ LoLa BT S (3 e ed ol OF sl el ey ¢ aaad) e Jb
CUNBT b BT STy el ) (3 et d AW Gl O G e el 3 BT Led gy ¢ O say BT Ol 0S5 O
(179/2

Ll e JUB VST oy o3y ¢ G o3y ¢ G o3 e 0l U8 3 G 0 e W00l 3 oIS dley pileall il &
TN sy 3 M Yy el Jl als o 5 el sy 8yl OU e 3l 5 s e 3 el L e Yl g sl g s L
WIS ety G gl ey oty L2 s (63T W2 s nm T 28 LSS L2 oyl 2k b L e L3S n o o5 ool Bl T V) ¢ b
sy g DV o pa ) sl o5 08 Ve Y W oy U g i) ) Uy T T ol Bl op ek a3
A Jbade Jsty dlS ak f Lo 0S5 Yy s iy peladl) e mhally WA Jay ST W o bee Y s o ¢ R S
il LoV 3 S5 e Olaly, ady iy A O s dead) te S 5l e U e Y W G g Lad Lo ) i Ty L2l
gl o5 D ol o5 Bl ) Gy e ST s il RB BB e il ek L sl WL LB (ST el 85T s
Qg 0 Ll b BT DSy Gl I ol a8y e I e dsty o) ek o 8 3T Y T ke
10/2 ¢ Jwi

Ley b ¥ S0 by bl ¢ 13 ST (Gomi) O cind s ¢ o gty ¢ 558 18005 pLYl e 0 ) OF (el () 1yl jult &
Jr i o ol (ot e ey 28 s () o200 sk U800 Gnm T 28 LSS (3,1 L Jutg) (2 557 5l (ol oo W20 onm T 28
Gl B b e e L iy S0y Ol alalaS 3o a4 J skt 58 LA gy Bt de g Balle oS ¢ e sl say 5
oS (U st ) 52y G 0 (00) ) o sl (et M OV s o ) 28 e () o e s s S el (2N
(B07-305/2 ¢ 35 LSy .0 LS Canidll ol Qb ez Lo e OIS 130 V) ¢ b y BT oy oy

a2 3 il e Ja) 3 W O M s LT s OO OY el il 3 Gl (g e e b i) 0 sl sy B
Sl s s eV a4 35T L LoValy, (3 tolly; e v sld Wiy L2 s o a2 o sV e LY S0 oW U2
gy sbhnl SIS lad OV BTN JU Lo oY ¢ b ade sty jad o ad 5T Y ik gl e dele ) Blyyy ST en s
Jroal e ol il 3 OMe Y1 e O Joolbl g liasde ol ) o8 3T Jle b 5ylntll 00 ol e plSYL wT 205 0 8l
o o Dl s e w3y e Sl e gl ey oladl ad dn S ce e 0 Y Y1 e Sald T 2l e 35T JL 0
Ay, ey el LI el a Je cias e 138 L oY aly, e oW J b e ST ad Cialy J Ll e b e
Jobl bl 0 3, 2g,e JAST C B e e IV ST IS LTy Ll ey i J g et V)W e Y o) e LS Y sl
Lo elle 5h oW o o Bl iae Los o875 L2 )5 ol 5 Ll e (28 136 L 2l G o0 Y ol 0 o0 Y W) U 2
by Lol e olls L ey ST 0 O M el w3y LS 8 OV ade ¢ B w28 Gy g e F el U Cinal a8 lonill
U las s ol iy o o (ian UYL GG W (ST Y W) g 0 el o iy 5 ol el 0 Lt il 5 L
B (oY B) g il WG B aegh U B oW Jell VT (STY e 9 bbb el 3 STV Bl ) of e cde
Js2 s ol Jand oo ad 3575 Y il aele ol &y, Of st 3 B S0 icds g ) s 3l il B le s ¢y ) alh & cde
AT ) GV Gl (S b ey 0L R (3 ddiey ) Rk Gl e ol I e oY a2l S5y e
306-305/2

BI O oS B lmtl) o Jlo Jb sy e gmey ¢85l Jloy o A i ay i Ll BN ) ) Biis gl b 1l b 3
Sl B ity LS Jiy 2elly sl 25 e bl y b g Beo gy ST ¢ JUe e W Ja pa, sy ¢ oSl 1o g aad) ey
25y Wl 2k b CAY el 3yl 05 Ld STy Lo s Ll Lo Cam )l e OF )6l (g o Js 13 37500 2
A23/2 (35 o) ade (2l dn Jb1 sy Wlas ok | Lo G2V Cimall (35 2l ) s 3 U4 0 pi2e U

WA S oS B lonal] e e Jus gy tda gty ¢ 8yl Sl 2 A s gag i 1pledl B30 o ol i of 3 1@V N ) B
sl ity LS Jiy 2elly sl 25 e bl y b g 2oy ST ¢ JUe e W Ja gm, sy ¢ oSl 1o g aaad) ey
Llai (2 4 b CEY b ) (3 bt ol L 1Sy Len s Lo ¢ W2 ol e OF ) sliadll 1y Wb b 1387 (4
ol LlSTOpll Loies e (2l s S J gty Llal ak d L Y Gl By R e 3 o e U i
Jb oo OB LT 55l =T Jlesdie oS0 4 3L alS iny s BV B ¢ S T el s ad WSy L el 35T S
20 Bl SO Jady Ll 31T Lla g b 0Ly BT Ll b odie L (1) Lo sean Chmal) gl e 2 gl sy 5l 2T
ol ek b u;u;muw;v;\hujh_\ch_JJvdl;J};‘guUtu,\\;uo},Jw,u‘¢1>u;~1‘m4;pvﬁ)>qu);vJ>«>gg;u;“uy



A bogmzn Jom &Y oo slinnd) 3575 we Lo Llis ade on Sl 3] Lad gy OV 3066, s ain 2k | Oy aejh Whiey L2
RO7/2 ¢35 oSy a L pd) 835 0l 385 s J b elta) 3 s ST Lo el &Y Loy ab yiey Bied o e )
sday Lol B JeH e e Wdin b Gl s S Yy f () e U ey i g) @) el ele e P01 B &
RO7/235 3 Oy ea W B a5 ¢ oY) e Il ) ]

Bad debts

The rule on bad debts is as follows:

If the debtor, whether solvent or insolvent, acknowledges existence of the debt then the debt is not excluded from the
creditor’s zakat liability according to the vast majority. In contrast, Hasan b. Ziyad argues that if the debtor is insolvent
zakat is not payable as benefit cannot be derived from a debt owed by an insolvent. Al-Kasani1 has decreed the majority
position to be correct - sahih, as an insolvent still has the ability to earn or acquire a debt and meet his debt obligations.
Furthermore, insolvency itself is not a perpetual state. Rather, the return of solvency is quite possible as wealth is
subject to fluctuation. However, in al-Muhit al-Burhant it is recorded from the al-Muntaqa of al-Hakim al-Shahid that
Hisham asked Imam Muhammad regarding one who was owed a debt payable to him by a Governor who acknowledged
the debt but would not repay it and also did not conceal it. Imam Muhammad replied: “He should demand it at the
door of the Caliph. If he demands it and he is not repaid in that year it is not liable to zakar.” It is also recorded from
al-Muntaqa that if the debtor flees to another town and the creditor is able to demand the return of his debt, either
personally or through an agent, then the debt is liable to zakat. If he is unable to do so it is not subject to zakat.

Thus, it may be concluded that if a debtor, whether solvent or insolvent, acknowledges existence of the debt then the
debt is not excluded from the creditor’s zakat liability. However, if a creditor is unable to release his debt from his
debtor despite his acknowledgment it is not liable to zakat.

Similarly, if the Qad1 has decreed the debtor to be bankrupt then the debt is not liable to zakat according to Imam
Muhammad. In contrast, Imam Abd Hanifah and Imam Abtu Yisuf consider zakat to be payable. Imam Abt Hanifah
does not recognise bankruptcy during an individual’s life and consequently considers any judicial decree in this regard
to be void. Whilst Imam Abt Yusuf does recognise a bankruptcy decree against a living person, the bankrupt is, to a
degree, able through earning — ik#is@b and thus benefit is derivable from the debt. The bankruptcy decree only serves to
delay demand until the return of prosperity, and is thus akin to a deferred debt. Imam Muhammad argues that a judicial
decree of bankruptcy is valid and serves to further restrict the ability of the bankrupt to earn, as others then become
wary of trading with him.

It would appear that the opinion of Imam Muhammad is most suited to modern experiences of debt recovery,
particularly in the West, as a bankruptcy court order, liquidation or administration order, will likely quash any hope of
recovery. If such is the case, the debt is not subject to zakat.

If the debtor denies the existence of the debt and it also cannot be established with the aid of witnesses, then it is not
subject to zakat according to Imam Abi Hanifah, Imam Abu Yasuf and Imam Muhammad. Qadi Khan adds that this is
only if the Qadi instructs the debtor to take an oath and the debtor [falsely] does so.

If the debt can be established with the aid of witnesses then liability of zakat is a matter of contention amongst classical
jurists. Some jurist have opined that zakar is payable as access to the debt is made possible by the witnesses. If the
creditor does not present the witnesses, he will not be excused from liability as he himself has opted to squander the
opportunity of submission. Al-Baqgant has recorded this opinion to be the correct — sahih opinion from al-Kafi of Hafiz
al-Din al-Nasaft and states: “This is the reliable position and it is to this that Fakhr al-Islam al-Bazdawi has inclined.”
The authors of al-Hidayah, Ghurar al-Ahkam, Multaqa al-Abhur and Tanwir al-Absar have also unequivocally
mentioned this position. Other jurists have stated that zakat is not payable as not all Qadis decree justly, nor is the
probity of every witness accepted. Furthermore, it is degrading to have to present oneself before a Qadt and this is not
an option that every individual will pursue. Imam Muhammad is recorded as having stated in al-Asl that there is no
zakat on a debt that is denied without any elaboration as to the availability or otherwise of witnesses. Thus, this is taken
to be a rule that applies equally to both cases. In al-Jami‘ al-Saghir also, Imam Abu Hanifah is recorded to have made a
similar statement without any elaboration as to the availability or otherwise of witnesses and Hisham has mentioned the
same in his al-Nawadir. Al-SarakhsT has preferred this opinion in al-Mabsiit. Al-Samarqandt has declared this to be the
correct — sahih opinion in Tuhfah al-Fuqaha’. In his Fatawa, Qadi Khan has also attributed the same statement to al-
SarakhsI. Ibn Nujeym has also done likewise in al-Nahr al-Fa’'iq and then states: “It is appropriate that this opinion is
relied upon as is mentioned in ‘Iqd al-Fara’id.” Al-Haskafi has also considered this to be the correct opinion and has



attributed this to Ibn Malik' and others. Ibn ‘Abidin has stated that al-Rahmati [Abi al-Barakat Mustafa b. Muhammad]
is also inclined towards this position and states:  “In fact, in our era the debtor acknowledges his debt and that he has
wealth, yet the creditor is not able to retrieve it from him, so it is as though it is nonexistent.”

If the Qadi is personally aware of the debt, then, according to the report of Hisham from Imam Muhammad, some
jurists have mentioned that zakat is payable as the Qadr will then judge according to his personal knowledge. However,
the adopted position for fatwa is that a judge cannot rule solely on the basis of his personal knowledge as mentioned by
al-Haskaf1 and Ibn ‘Abidin. If the debtor admits to the debt privately but maintains his denial in public, zakat is not
payable [as reported from Imam Abi Yiisuf], as a private admission does not effect benefit for the creditor.
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Thus, the answers to the questions raised above are as follows:

1.

A personal loan is categorized as a ‘strong debt’. Thus, the lender remains liable to pay zakar on the loan
throughout the period of the loan. However, the obligation to pay zakat only matures upon receipt of the value
of 40 dirhams (or the equivalent thereof). Thus, for each 40 dirhams (or the equivalent thereof) received one
dirham will be payable as zakat. The lender may also choose to pay zakat on the loan each year even prior to
recovery of the loan or a portion thereof and thus avoid the accumulation of payable zakat.
The debt generated by the credit sale is also categorised as a ‘strong debt’. Thus, the wholesaler will remain
liable to pay zakat for the outstanding amounts on the invoices. However, the obligation to pay zakat only
matures upon receipt of the value of 40 dirhams (or the equivalent thereof). Thus, for each 40 dirhams (or the
equivalent thereof) received one dirham will be payable as zakat. The wholesaler may also choose to pay zakat
for the outstanding amounts each year even prior to their recovery and thus avoid the accumulation of payable
zakat.
A debt that is generated by the sale of personal property is categorised as a ‘medial debt’. According to the
more correct and preponderant opinion of Imam Abii Hanifah recorded by Ibn Suma’ah on the authority of
Imam Abt Yusuf, liability of zakat only applies after receipt of the quantum of zakat liability and the passage
of one lunar year from the time of possession. Thus, the seller of the car is not required to pay zakdr on the
outstanding amount. However, if, in view of the opinion reported in al-Asl [zahir al-riwayah], the seller
should still want to adopt a more prudent path of his own volition then he should consider the outstanding
amount liable to zakat from the time of sale. However, in this case, the obligation to pay zakar will only
mature upon possession of 200 dirhams (or the equivalent thereof).
The proportion of salary owed to him on the 25" of the month is categorized as a ‘weak debt’ and is not liable
to zakat.
If a lender has lost all hope of recovering his loan because:

a. despite an acknowledgment of the debt by the borrower he is still unable to recover it from him;

b. the borrower denies existence of the debt and the lender is unable to substantiate his claim;

c. the borrower is legally bankrupt and so the lender no longer has any legal recourse; or

d. the judicial system is unlikely to uphold his claim
he is not liable to pay zakat on the outstanding loan

And Allah knows best.

Mufti Mohammed Zubair Butt
Chair, Al-Qalam Shariah Panel



