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1. Scope of the Standard

This Standard is applicable to all forms of joint
ownerships, structured on the basis of Sharikat ul
Milk of asset or property excluding receivables and
cash and cash equivalent. This Standard shall also
be applicable to a Diminishing Musharakah based
on Sharikat ul Milk.

2. Definition

2/1. Definition of Sharikat ul Milk

It is a joint ownership of two or more persons in a
particular asset or property without common
intention to engage in business with respect to such

asset or property.

2/2. Relationship of Joint Owners in Sharikat ul
Mulk

Each joint owner is independent of other(s) i.e.
each of them is neither a Kafeel, nor a Zamin, nor
a Wakeel, nor an Ameen in respect of the share of

other joint owner(s) in the joint asset/property.

3. General rules for Sharkat ul Milk

3/1. Execution of a Sharikah Contract

3/1/1.Sharikat-ul-Milk (joint ownership) may
come by

ownership right due to inheritance or by gift

into  existence devolving
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or by joint purchase. Such legal relationship
may be optional as in case of joint purchase
or mandatory/obligatory as in case of
inheritance. This arrangement should be
documented/registered officially.

3/1/2. The proportionate share of each joint owner

in the joint asset or property shall at the
inception of Sharikat ul Milk be determined
as evaluated by the evaluator(s) as per
market practices or the fair value fixed by
mutual agreement or on the basis of cash
contribution made by the respective joint

owners.

3/1/3/ It is permissible for institution offering

3/1/4.

3/1/5.

Islamic  financial services to offer

syndicated financing by entering into
Sharikat ul Milk with conventional banks
and other financial institutions subject to
ensuring compliance of operations in
accordance with Shari’ah.

Each joint owner has the right to sell/gift/
rent out (ljarah) his share in the joint asset
or property to the other joint owner(s) or to
anyone else unless this act affects the right

of other joint owner(s).

It is permissible for a joint owner in a
Sharikat-ul-Milk to undertake the purchase
of share of other joint owner(s) at face value,

book value, agreed value, or market value.
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This undertaking should be independent of
the Sharikat ul Milk contract.

3/1/6. It is permissible for a joint owner in a
Sharikat ul Milk to indemnify loss of the
other joint owner(s), in case of misconduct,

negligence and breach of contract.

3/1/7. Any gain and loss in the jointly owned
asset/property due to any reason will be
shared by joint owners in proportion of their

ownership.

3/1/8. It is permissible for the joint owners to
assign the management of the joint asset or
property to joint owner(s) or appoint a
manager other than the joint owner(s) for

managing the jointly owned asset/property.

3/1/9. It is permissible to pay remuneration for
managing the joint asset or property to the
joint owner(s) or to the appointed manager
other than the joint owner(s) whose
be

expenses of the Sharikat ul Milk.

remuneration  will included in the
3/1/10. It is not permissible for the joint owner(s)
to use share(s) of other joint owner(s)
without his/their consent. However, joint
owner(s) can use the share of other joint
owner(s), on agreed terms with or without

recompense.

3/1/11. It is permissible for a joint owner in
Sharikat ul Milk to stipulate that another

joint owner provides personal guarantee or
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pledge to cover cases of misconduct,
negligence or breach of contract.

3/1/12. Expenses including taxes, levies, fees
related to the joint ownership will be borne
by all joint owners in proportion of their

ownership.

3/1/13. 1t is permissible for the joint owners to
enter into a binding promise for the
continuity of the joint ownership for a

mutually agreed period of time.

3/2. Withdrawal
Sharikat-ul-Milk
3/2/1. Subject to agreement or by mutual consent

from or Termination of

of joint owners, a joint owner may withdraw
his share from the joint asset or property after

serving a due notice to other joint owner(s).

3/2/2. Subject to agreement or by mutual consent
of joint owners, a joint owner may withdraw
his share from the joint asset or property after

serving a due notice to other joint owner(s).

3/2/3. A withdrawal of one or more joint owner(s)
shall not lead to the termination of the joint

ownership among remaining joint owner(s).
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3/2/4. Subject to sub clause 3/1/13, it is permissible
for the joint owners to agree on termination
of the joint ownership before the agreed
period.

4. Diminishing Musharaka (DM) on the basis of

Sharikat ul Milk

4/1. Diminishing Musharakah (DM) is a form of
joint ownership in asset or property in which
any of the joint owners undertakes/promises
to buy the ownership share of the other joint
owner(s) gradually until the ownership of the
joint asset or

property is completely

transferred to the purchasing joint owner.
4/2. The general rules of Sharikat ul Milk are
applicable to Diminishing Musharakah on the
basis of Sharikat-ul- Milk.
4/3. The sale and purchase of share of a joint owner
in the joint ownership must be independent of

the joint ownership contract.

4/4. 1t is permissible for any of the joint owners to
rent out (ljarah) his share to the other joint
owner(s) for any specified amount and
duration. In such a case, each joint owner will
remain responsible for the structural
maintenance of his share on a timely basis
while the operational expenses shall be borne
by the lessee.

4/5. The general rules of ljarah are applicable to the
arrangement of renting out by a joint owner

his share in the joint asset or property.
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4/6. DM arrangements involve various contracts ‘ " el S Ll s
Seandl e Lasladl &L lois .V
and undertakings which must be independent Ao ?

of each other and must be executed ‘H2m OF Mo 055 O Ga Al Dlaeadls
sequentially as provided in sub clause 4/9. Ll B oSl el s o of s

AL

4/7. DM arrangement on the basis of ljarah shall DY e dezioll Lailnl &Sl T v
comprise of at least the following:

:L?S‘)[\ Lo
a- Sharikat ul Milk Agreement. LIS s 23Ul _i
b- Rental /ljarah Agreement. Al J:?LL:S\ LBl -

c- Undertaking from any joint owner(s) for \ < T
o> ol 82 ol .
Sale or Purchase of share of other joint o S o e T

owner(s). BN Cy ) RPN B A |
DA B ) s

4/8. All other terms and conditions of relevant il ‘ L ‘ &;y L ‘ ¢
i - :MJ dalxed : oo N
modes of financing, contracts or agreements  ~ el f e

are applicable on such DM arrangement. Solall i e S LYy 5 5aall
PPN

4/9. The sequencing of the agreements and . 3y syl R ol a/s

undertakings in a DM shall be as follows: e . o )
:L;JY\OAJMW\ AS)L:.QMWL;A

a- There shall be a Sharikat ul Milk b s Gl Al P
LS s X 5odosll s 0SS Ol -
Agreement of joint ownership betweenthe ~ & T s

joint owners. RACENA PR CRCRaN |

b- There shall be an agreement of rent (ljarah) ‘ o S j
=5l e ] LW Al 05 Ol -
between the lessor and lessee, both being SEEadIN LS BN <

joint owners. This agreement will be Sr=2 'Oﬁsf“;‘“"” Dl o2 bl
governed by the rules of ljarah. A3l eds e, Yl ¢l§>T
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c- An undertaking from any joint owner for RS ENERE y -
—_ oy 5 v\;_ . - ./\JL: d -
Sale or Purchase of share of other joint e L

owner may be given by a ‘joint owner as a AN e & e
purchaser’ to other ‘joint owner as a seller’  S) ale sawdl -2l 535 LOU S — bub ez —
to the effect that the ‘joint owner as ;< s ol SO e dl adl sy
urchaser’ will purchase all the shares at a . S
P P 8 U S IS 5 LS il ] LY

mutually agreed price (as per sub clause j
[C31| PN Ry | P PRPLF SSRE] RSO | IRCIU| DN [ Ve

3/2/2) until the entire ownership of the
asset or property is transferred to him. An & il Gl o T 5o L’M a8 il
undertaking may also be given by the . Ji Sl Sy g el azs

‘joint owner as a seller’ to ‘joint owner as . R . T ) .

JM\N‘@JW@A\JJ&J\&}M‘

owned by him to the joint owner as NN/ quaJUJ\W

a purchaser’ to the effect that the ‘joint

owner as a seller’ will sell the shares

purchaser’ in the event he desires to
purchase the shares earlier than the agreed
schedule on such price as determined as
per sub clause 3/2/2.

4/11. The sale of shares by a joint owner to the PRI EE ‘ L W
other joint owner shall be documented insuch ~ ~ I om0 &=

a manner as the joint owners may mutually bk Gaall aall G35 o 21 201 )
agree. S el A |3

4/12. In case the ‘joint owner as purchaser’ fails to T axim o el L e v
e AR e ;.
honor his undertaking with regard to the @ T s ¢

periodic payment and purchase, the asset may sl 25 ol 8l Glatell sdgry ol
be sold in the open market and the joint owner — oetws 5 «d> s2iadl G5l JJY\ &

as seller shall be entitled to recover: :gﬁl&pij\cﬂu|
a- Actual loss, which is the difference .
between the market price and price I “’9_ Joos “fﬂb e
mentioned in the undertaking, if any, not ool L3l Al O, - s g
being the opportunity cost. In such a case, 4SS Jals ¥y ol 200 aeadl 3 5553l
any gain on sale of joint asset or property N

&3 ‘5.5;;7 \Jl JIleda L}'éj R Lajaﬂ
over and above the price mentioned in the ’
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undertaking shall be passed on to the ‘joint q“") AN I sy sl ji y‘m = u"’
owner as purchaser’. X . R
Mjfu&\&w\glaﬁﬁ&g.x@*ﬂ\

b- In addition to the above, the joint owner . .
LU o) ( .)\.'..?.N u-‘?) el JSS Lo d}l buyb—u

periodic rental payments in respect of the s Wl Wl Ll aniay 5{““‘
period for which the other joint owner has j LLJY\ o8 Al ol il Lisenadl 45 50

actually used or possessed the joint asset }j}}fy‘ 2l allsl L@.:éfi\/ Vs H‘)w\
or property. i

shall be entitled to recover outstanding
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