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Salam, A Shari’ah Alternative for Conventional Finance:

Financial and Accounting Perspective

ELTEGANI A. AHMED
Products Devel opment Manager
Bank Al-Jazira, Jeddah, Saudi Arabia

ABSTRACT. The research specifies the financial features of Salam contract, which
provides cash finance with a definite cost of financing. The financing party
protects himself from commodity price fluctuations through entering into a future
contract by purchasing a commodity which matches in description, date of
delivery and genre with the Salam commodity which he has sold. The
jurisprudential basis for accepting such model is stated. This is done by showing
that specification of Salam commodity is forbidden basically to eliminate
uncertainly (Gharar). Stipulation of spot payment of Salam capitad is also
considered, but if it is dictated due to the need of the parties concerned and the
prevailing circumstances, then far reaching results might incur. Salam, as used in
practice, is reviewed and accounting rules for recording Salam transactions and
profit are suggested.
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