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An Introduction to

ZakatinIslam




The Hadith

concerning Zakat




Who must pay Zakat
& What do they have

to payiton




Information
required prior to
Calculating Zakat






How to Calculate
Zakat



How to Discharge
Zakat
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Islamic
Academy of Coventry

- ‘Alimiyyah Classes
- Classes for Teenagers

- Workshops
- Sanatayn

- Publications |

Personal Introduction

lC



- The Importance of Zakat in Islam

- Workshop Addresses current financial status
- Refresh knowledge on Zakat

- Learn how to calculate our Zakat
- Learn who are valid recipients of Zakat
- Go through Zakat Scenarios

Refer'ences
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An Introduction to

ZakatinIslam




An Introduction to
Zakatin Islam



History of Zakat

RGN FRSAR
“And establish Salat and pay Zakat”

Surah Al-Muzzamil verse 20



History of Zakat

E No further details Revealed

,,,,,

“And they ask you as to what they should
spend. Say, “The surplus™

‘ In 2 AH - Islamic Society is
established & further

details revealed



Workshop Question
Number 1

What are the
5 Pillars of Islam?




Foundational Hadith
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Workshop Question 2

What is the meaning of the word
Zakat?

The
Literal Meaning of
Zakat

Purity 335 54 il 35

N 505 RAR3 Bl il e 12
“Take $adaqah (obligatory alms) out of their wealth
through which you may cleanse and purify them”

Increase

Truthfulness

NG




The
Literal Meaning of
Zakat

Purity 355 25 Z15 38

& r.@,S’_:,_jsj r.a",@b_, 23 4830 r.@J\).n\ Cyp A
“Take Sadagah (obligatory alms) out of their wealth
through which you may cleanse and purify them”

Increase

Truthfulness



Shar't Meaning of Zakat

The transfer of ownership of a certain
amount of wealth that has been
prescribed by the [aw from a rich
Muslim to a poor Muslim who is not a
Hashimt and neither a slave of a
Hashimi for the sake of
Allah



The Hadith

concerning Zakat
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Introduction to
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The Warning

7 ”Y\{Q}\m

[Sahih al-Bukhari 1403]



“Those who withhold in
miserliness what Allah has given them
out of His grace should not take it as good
for them. Instead, it is bad for them. They
shall be forced, on the Doomsday, to put on
what they withheld, as iron-collars round
their necks. To Allah belongs the
Inheritance of the heavens and the earth.
Allah is All-Aware of what you do.”

[SGrah Al-Imran verse 180]




Who must pay Zakat
& What do they have

to payiton




Workshop
Question 3

Upon whom is
Zakat obligatory?




The
Conditions

1. Muslim

2.Baligh (classed as an Adult in Islam)
3.Sane

4. Sahibe Nisab from productive wealth

y

Lunar Year




Gold Nisab

g

20 Mithgal

1 Mithgal =4.37g

20 x4.379 = 87.49




Silver Nisab

N

200 Dirhams

1 Dirham =3.0618¢g
200x3.0618g =612.369




Whatis
the Nisab Value?

If you own mixed Assets use Silver Value

Commodity Nisab Value (28/03/21)
Silver Nisab 612.36 grams’ £0.58 £355.17
Gold Nisab 87.48 grams’ £36.98 £3,235.01

Weight Price per gram

If you only own Gold then use Gold Value



Calculate
Nisab value on the
day you discharge it

-{Jwellwishers.orqg.uk




What do we
have to pay Zakat on?

Productive Wealth




What don't we
have to pay Zakat on?

Non-Productive Wealth

Jewellery which is not Gold or Silver




Business

What do they have to pay Zakat on?

- Money in Business Accounts
 Finished Items - Retail or Wholesale Price

« Unused materials - Cost Price

S




Business

What dont they have to pay Zakat on?
- Any buildings, factories, shops
- Any fixtures of fittings

- Machinery
« Vehicles used for business

E




Example
Cake Shop

s & M

No Zakat

A K.

Cost Value

Retail Value




Information
required prior to
Calculating Zakat



What if |
have a debt
or loaned
someone
money?

How much
Zakat do we
have to

pay?

Zakat

What canl|
deduct
from my
Gross
Wealth ?

When do we
have to pay
Zakat and
how often ?




Workshop
Question Number 4

What percentage of our Net Wealth
must be given in Zakat ?




How much Zakat do we
have to pay ?

2.5% or 1/40th of Net Assets




Workshop Question
Number 5




How often
do we have to pay?

Zakat has to be paid, once every
Islamic year, so each Lunar
Year



When do we have
to start paying Zakat?




Working out the Zakat
anniversary
Cannot remember date you became a Nisab

holder or not familiar with Islamic Calendar,
try your best to work it out

Many people have Ramadan as their
Zakat anniversary

If your anniversary is before Ramadan,
do not delay payment



What if wealth
drops below Nisab
during year ?

® Net Wealth

Zakat payable on Muharram 1st = £900

Note: Savings remained positive
all year




What if wealth
reaches or drops below
zero during year?

New Zakat Anniversary - 15th Rajjab



Deductibles




Deferred
(long term)

Immediate
(short term)

Payments
for coming
Islamic Year

Total can be
deducted



Money
Loaned to Others
(Debt Receivables)

Lender - person who has given money
Debtor - person who has borrowed money

Weak Debt Strong Debt
Receivable Receivable



Weak Debt

Receilvable

+ Wages to be paid

+ Any rental income if you are a
landlord

+ Ifyou are awoman and are
still to receive your Mahr

+ Ifyou are waiting for any
inheritance or bequests o
be paid

Ruling for
Weak Debt Receivable

Yiou will NOT add this money 1o your
Azzerz, 50 Zakat will not be payable on it
unless you receive the money

There will be no back-dated Zakat on these payments

Example:

i you are woman and your
hushand hadn't paid your Mabr
fior 10 years and then he paid it,
you will not have to pay the back

dared Zakat for this




- Wages to be paid
- Any rental income if you are a

landlord
- [fyou are awoman and are

still to receive your Mahr
- If you are waiting for any

Inheritance or bequests to
be paid




Ruling for
Weak Debt Receivable

You will NOT add this money to your
Assets, so Zakat will not be payable on it
unless you receive the money

There will be no back-dated Zakat on these payments

Example:
ifyou are woman and your
husband hadn’t paid your Mahr
for 10 years and then he paid it,
you will not have to pay the back
dated Zakat for this

... @&



Strong DeDbt

Recelvable

Strong Debt Receivable
iz where you are waiting o receive
money from a loan you have given to
SOmeone

Debior acknowledge
The i

confident that you will
repeive the maney

Debior doesn't
mckcnmwled g the boan 1o your
-1
Norealisic chanceof | Mo need o pay
getting money back back-dated it
o Baner




Strong Debt Receivable
is where you are waiting to receive
money from a loan you have given to
someone

Description Ruling

Good Debt = Debtor acknowledges || Add the value of the
the debt and you are loan to your assets
confident that you will
receive the money

Bad Debt Debtor doesn’t Dont add the value
acknowledge the debt = ofthe loantoyour
assets

No realistic chance of No need to pay
getting money back back-dated if
received later



Pensions

What s a pension?

A pension is a saving scheme which will help a person
save money which they can receive when they reach
retirement

What are the How do we calculate Example
different types of pensions ? how much Zakat we have to Pension = Property Fund
pay on Pension Funds 7 =

Proxy Value = 15%

G e e
State Penzion Workplace pension  Individual Pension s Tkdave dnse? el
acnatictzrn
i ‘ ‘ i e Penzion Fund folal value = 50,000
= chie i Mo
Defimed Defined
Benelin Comiribation

d

v e S Zalat liability = 15% of £50,000 = £7,500
’ V ': e o Zalat payable = 2.5% of £7,500
=E187.50

No Zakat Zakat Payable ‘

Information taken from the booklet
‘Zakat on Pensions’
by
Mufti Faraz Adam




What are the
different types of pensions ?

State Pension Workplace pension Individual Pension

l A A A
Defined Defined V

Benefit Contribution

X|v

No Zakat | Zakat Payable




How do we calculate
how much Zakat we have to
pay on Pension Funds ?

Canyou check the
fund fact sheet to
calculate
Zakatable Assets?

Yes Canyou Calculate Yeg
Zakatable Assets 7

Calculate &
No discharge Zakat

Determine type

of fund (contact Use Proxy table to

determine
H.R dept m.‘ Zakatable Assets
Pension Provider Prox
if needed) Y




Type of Fund Zakatable Assets Proxy

shartah Funds

Equity Funds
Mixed Asset Fund

Bonds/Gilts/Fixed Interest
Funds




How do we calculate
how much Zakat we have to
pay on Pension Funds ?

Canyou check the
fund fact sheet to
calculate
Zakatable Assets?

Yes Canyou Calculate Yeg
Zakatable Assets 7

Calculate &
No discharge Zakat

Determine type

of fund (contact Use Proxy table to

determine
H.R dept m.‘ Zakatable Assets
Pension Provider Prox
if needed) Y




Example
Pension = Property Fund

Pension Fund total value = £50,000

Proxy Value = 15%
Zakat liability = 15% of £50,000 = £7,500

Zakat payable =2.5% of £7,500
=£187.50

&




Shares

Purchased Purchased to hold
to resell as investment &
generate dividends

Zakat due on Zakat due on
entire holding dividends & % of
& dividends Zakatable assets

in Company




Investment

Shares
Company

Zakatable Assets Deductibles

Calculate the Zakatable Assets for company

If Calculating the amount of Zakatable
Assets proves to be a difficult task then

Proxy Value Example




Proxy Value

Zakat on Share Investments:
Determining a proxy for Calculation by
Mufti Faraz

Proxy value = 25%

Cannot be used by the people who have
shares in the following

- Private limited companies
- Start-ups known to have only cash assets
- Small companies known to have only

cash assets



Example

Person A has a Shares worth
£10,000 in Company X

Proxy Value = 25%
Zakat liability = 25% of £10,000 = £2,500

Zakat payable = 2.5 % of £2,500

=£62.50







How to Calculate
Zakat



Zakat
Anniversary
(1st Ramadan)

Calculate
Gross
Assets

Investments

Business




Value

ltem inf’s
Cash in Bank Accounts £10,000
Cash in Wallets £100
Cash in House £1000
Cashin Foreign Currencies £500
Cash in Foreign Accounts FO
Cash in Joint Accounts £5.000
Total Cash Value | £16,600

Weight of 250 Weight of
Gold in grams
Price of .
Gold per gram £a0
Total Gold Value] £10,000 Total Silver Value
Total Cash Value

Total Gold Value



Value
inf’s
£10.000

£100

£1000

Weight of
Gold ingrams

Price of
Gold per gram

Total Gold Value

250

£40

£10,000

Weight of

Silver in gragg
g |

Silver per gram

Total Silver Value

£0.40

£400

Investment

dashin Con

"i

Pertsion Za




eight of
ringramg

rice of
" per gram

lver Value

Investment \i"glg.z
wsh in Committees £500
kat liability | £1.000
at liability | £10,000

others | £2:000

pstments|  fo
ent Value] £16,500

Item

Value
inf’s

Retail Value of Stock

£20,000

Cash in Business Accounts

£10,000

Total Business Asset Value

£30,000




Item Value
inf's
Cashin Bank Accounts £10,000
Cash in Wallets £100
Cashin House £1000
CashinForeignCurrencies| £500

Cashin Foreign Accounts

Cash in Joint Accounts

Total Cagh Value

£16,600

Weight of 50 Weight of
Gold ingrams -’
Price of .
Gold per gram Hau
£10,000 Total Silver Value £400

Total Gold Value

Investment ‘:ﬁ'}‘:‘i

hin Commiitees £500
Shares®akat liability | £1.000
£10,000

£5,000

Total Cash Value £16,600
Total Gold Value £10,000
Total Silver Value £400

Total Investment Value £16,500

Total Business Asset Value

£16,500

£30,000 k

Gross Asset Value

£73,500|

Item

Value
ingE's

Retail Value of Stock

£20,000

Cash in Business Accounts

1 £10,000

Total Business Asset Value

£30,000




Calculate

Deductibles




Calculate
Deductibles

Outstanding Bills
Immediately Payable Loans £2 000
Deferred Lgan Payments £6.000
(forthcoming Islamic year)

Outstandlng debts on £1.000
goods received

Salaries to be paid £2,000

Outstanding Business Bills
Outstanding Mahr
Total Deductibles £13,500



Calculate

Net Asset
Value




Calculate

Deductibles

Calculate

Net Assel
Value

10Lldl BUSITIESS ASSEL vdiug

£30,000 ="

Gross Asset Value

£73,500|

Outstanding Bills £500
Immediately Payable Loans £2.000
Deferred Loan Payments ,
(forthcoming Islamic year) £6,000
Outstandmg debts on £1.000
> goods received
Salaries to be paid £2,000
Outstanding Business Bills £2.000
Qutstanding Mahr £0
Total Deductibles £13,500
Gross Asset Value £73.500
»{ Total Deductibles £13,500
Net Asset Value £60,000

/

Is Net Asset
Value above

Nisab ?




Gross AssetValue

£73,500

>

Total Deductibles

Net Asset Value

£60,000

Is Net Asset

Value above No need IO
Nisab? pay Zakat

Pay Zakat

Net Asset
Value =
£60,000

Zakat
payable =
E60,000[40
=£1,500



Zakat

payable =
£60,000/40
=£1,500




Workshop
Question Number 6

Zakat Payable on £36,000 - £8,200
=£27,800

Zakat = £695




How to Discharge
Zakat



Conditions
of Zakat

Intention
}\ 9-\.3)“ a.a)u.,a &:,JL, Y\ S;JJ\ \J\))é Y}

53Le 5,531 Y eVl e J5ad &l
Lol b e O8S

'Itis not valid to offer Zakat without an
intention coinciding with the payment, or
coinciding with the setting-aside of the
obligatory portion because Zakat is an act of
Worship and one of its conditions is
intention’

[Qudiri]




Transfer
of Zakat

'The transfer of ownership of a certain
amount of wealth that has been
prescribed by the law from a rich
person to a poor Muslim who is not a
Hashimt and neither a slave of a
Hashimi for the sake of Allah’

The possession of the wealth must be

transferred to the reeipient and they
complete control over
i ith it




Workshop
Question Number 7




Who can

we pay Zakat to?
SO T R AOA ]
Ak 315 e Gl
J*w é) J"-HJ SEN &3

[SGirah at-Taubah verse 60]




The 8 types of people

The Fuqara’ The Masakin Al-Amilina ‘Alayha Al-Mu’allafate-Quliibuhum

The Poor, according 1o the Abnaf, . .

will be thiose peaple wha have Net The Meedy, according 1o the Thils used 1o be those (Suspended)

assets loss than the Nisdb value AQnar, those with no people who wert out to Reconciliation of Hearts
earnings at all collect Zakat on behalf of

Maore explanation laler i T
ore explanatio e the Islamic Covernment
II'IIIIIIIII ’

im [5inl i=

Fir-Rigab Al-Charimin Fi-Sabilillah Ibnas-3abil
For those in Bondage Those in Debt - their liabilities Those people who strove The Waylarer - Those
are more than their Zakatable inthe Cause of Allih a'ﬁ":;’:g'i:[ﬁ? E::;;El

& Surplus Assels welih and are in dire need




The Fugara’

The Poor, according to the Ahnaf,
will be those people who have Net
assets less than the Nisab value

More explanation later




The Masakin

The Needy, according to the
Ahnaf, those with no
earnings at all

A




Al-Amilina ‘Alayha

This used to be those
people who went out to
collect Zakat on behalf of
the Islamic Government

©
IIIIIIII!III




Al-Mu’allafate-Qulubuhum
(Suspended)

Reconciliation of Hearts

p



Fir-Rigab

For those in Bondage




Al-Gharimin

Those in Debt - their liabilities
are more than their Zakatable
& Surplus Assets




Fi-Sabilillah

Those people who strove
In the Cause of Allah
NIy Ee

—




Ibnas-Sabil

The Wayfarer - Those
travelers who have no
access to their personal
wealth and are in dire need




Productive - That wealth which has
potential to increase like

money, gold, silver,

livestock,.crops etc. on
which we can pay Zakat

Non-Productive - All other types




Person does

nol possess Nigah ol

Productive wealth bur has Non-

Productive wealih which exceeds value
of Silver Nigih

Person
possesses Nigib value in
No marrter how much non-producrive wealth
this person has, they will never pay Zalkdr
1. Fadiamul T will be Wigib (obligaory)
2. Ughiyah [Qurbini) will be Wijib

Productive Wealth
3. Theexpenditure of borh pasernal & maternal relatives

whi are DN Ratim Mabram (Those who you are
torbédden to marry)

A_Hajj becomes Fard upon them, if they hawve exra land or
houges, these should be sold (o eable them o go for Haj
Zaldt bevnmes Hardkm (impermissible)for them

1. Saddqatul Fipr will be wajib (sbligaton]
2. Uthiyah (Qurbéni) will be Wit

marry)

3. The expenditure of both paternal & maternal relatives
iy e DT Rabim Matsram (e who yoa foetidden in

4. Haij] becomes Fard upon them (when they can afford if), it
They have cxira land or houses, these should be sold 1o
emnable them rogo for Haj

5. Zakit becomes Haram for that pergon
6. Zakiit mut be paid each tdamic Year

Person does not
poszess Nigab ofeither
Productive or Mon-Productive
Wiealth, but person has enough
fo live for 24 hours

L It is permis=ible to give this person Zaldgt

ible for this persen (o receive Zakal

Person does not
rmpermiszible for this person 1oask for

possess Nisdb of either
Produciive or Non-Productive Wealih,
and does not have enough to live for 24
hours

1. It is permissible 1o give this person Zakar
2. Itis permissible for this person to receive Zakar
3. Itis permissible for this person to ask for Zakar

s




Person does

not possess Nisab of

Productive wealth but has Non-

Productive wealth which exceeds value
of Silver Nisab

No matter how much non-productive wealth
this person has, they will never pay Zakat

1. Sadgatul Fitr will be Wajib (obligatory)

2. Udhiyah (Qurbani) will be Wajib

3. The expenditure of both paternal & maternal relatives
who are Dhi Rahm Mahram (those who you are
forbidden to marry)

4. Hajj becomes Fard upon them, if they have extra land or
houses, these should be sold to enable them to go for Hajj

5. Zakat becomes Haram (impermissible)for them




Person
possesses Nisab value in
Productive Wealth

1. Sadqatul Fitr will be Wajib (obligatory)
2. Udhiyah (Qurbani) will be Wajib

3. The expenditure of both paternal & maternal relatives
who are Dhi Rahm Mahram (those who you forbidden to
marry)

4. Hajj becomes Fard upon them (when they can afford it), if
they have extra land or houses, these should be sold to
enable them to go for Hajj

5.Zakat becomes Haram for that person

6. Zakat must be paid each Islamic Year

=




Person does not
possess Nisab of either
Productive or Non-Productive

Wealth, but person has enough
to live for 24 hours

1.1tis permissible to give this person Zakat
2.Itis permissible for this person to receive Zakat

3.Itis Haram, impermissible for this person to ask for
Zakat



Person does not
possess Nisab of either
Productive or Non-Productive Wealth,
and does not have enough to live for 24
hours

1. Itis permissible to give this person Zakat
2. 1tis permissible for this person to receive Zakat
3.1tis permissible for this person to ask for Zakat

«




Summary

If a person is not Sahibe Nisab, i.e.
they are not the owner of Net
productive assets equaling the
Nisab Value in today’'s money and
they also do not possess Non-
Productive Wealth equal to or
exceeding the Silver Nisab value,
then we are able to give them Zakat.




Who can't
we give Zakat to?

The Family of Rasulullah i< and
the freed slaves of his family

There are 5 families to whom Zakat cannot be given:

1.The children of 'Abbas zzfis;
2.The children of Harith ibn 'Abdul Muttalib %zl
3.The children of All &l ,.

4. The children of Ja'far tzdis;
5.The children of ‘Aqil 8l




1. Husband or Wife
2. Parents, Grand Parents, Great Grand Parents
3. Children, Grand Children, Great Grand children




- Masjids & Madrasahs
Construction & Maintenance
 Schools

- Any Projects which are used by
the publici.e. public water pump
or well

- Any Non-Muslims







Advices

1. The charities we give to must have a 100% Zakat
donation policy.

2. Ensure that the Charity have a board of 'Ulema from your
school of thought, Scholars who know how and to whom the
money can be distributed.

3. Do not take a risk with your Zakat and give it to charities or
people who have not been vetted or do not distribute it properly
and raise funds in ways contrary to the teachings of Islam

4. If you are not sure, consult your scholars as you will be
personally responsible for not discharging your Zakat properly

5. Your charity contributions can also be offset for tax
purposes where you can receive some tax relief

6. If you are a tax payer - ensure that you select Gift Aid

7.1f possible, find the people yourself
and give it to them personally,

especially if they are relatives who

satisfy the conditions given.







summary

- Islam has solutions to all of society’s problems

- Addresses one of the biggest issues - poverty

- Islam empowers people to come out of poverty by
giving them ownership of wealth

- The Wealth can then be used to trade, invest etc.




UK Household Wealth

In 2017 the household wealth was over
10 trillion pounds

£10,000,000,000,000

1% =£100,000,000,000

if 2.5% was given each year:, it would be

£2,500,000,000

$2.5 Billion




Conclusion

Zakat brings Barakah to our wealth

Brings people out of poverty
Eases social issues

Brings people closer together
Fulfills an obligation for Allah RS
Immense Reward for those who discharge properly

Calculate your Zakat properly each year

Jazakumullahu Khayr for attending

%







