Zakat-ul-mal (Zakat)

Zakat isthe third Pillar of Islam It is sandimes trandated asalms or poor-due, but
actually meanspurificaion, growth, ard blessing.

Zakat purifiesthe heart from the deteded trait of stingness, ard also purifiesthe
wealth by giving out a portion of that wedth. It aso causes the wedth to grow through
Allah's blesings. While reqular chaiity is strondy recommendedard albundartly rewarded
by Allah (SWT), Zakat is a debt we owe Allah (SWT), and must be pad as a pat of our
beiefin Him.

Zakat, asa spedfic amourt, was ordained in Madinah during the month of Shrawwa
of thesecond year of Hijrah. In order to emphasize its importarce, the orderto give Zakat
Is asodated with the order to perform prayers over eighty timesin the Nobd Qur'an. In
one versewhich is repeated many times Allah (SWT) says what canbe translatedas, "...
And perform prayers and give Zakat...” and Allah (SWT) says to His Meserge (SAW)
whatcanbetranslateds, "Of their wealth take alms so that, through it, you may purify
and sanctify them..." [Surah At-Tawbah (9:103)]

The order to give Zakat is estadished numeroustimesnot only in the Noble Qur'an,
but dsoin the Hadiths of Prophet Muhammad (SAW). The Prophet (SAW) sad: "Islam is
built on five pillars...” [Reported by Imams Bukhari, Mudim] and he mentioned Zakat as
one of them When the Propha (SAW) sent Mu'ath to the people of Yemen, he told him:
".. And let them know that Allah has ordained on them alms, to be taken from their rich
(people) and given to their poor...” [Reported by ImamsBukhari, Mudim, and others]

There are severd verses and Ahadith that warn about the severe consequences for those
who do not pay Zakat. \We read whatcanbetranslateds,"... and those who hoard gold
and silver and spend them not in the way of Allah announce unto them a most
grievous penalty. On the Day, when they (gdd and silver) will be heated in the fire of
Hell and used to brand their foreheads, their flanks, and their backs. This is what you
have hoarded for yourselves, taste you then what you have hoarded." [Surah At-
Tawbah (9:34-35)] What is meart by "hoarded" here is every wedth on which Zakat was
due but wasnat pad.

the Prophet (SAW) says. "For every owner of a hoarded wealth on which he does not
pay Zakat, this wealth will be heated in the fire of Hell and made into sheets with which his
flanks and forehead will be branded until Allah passes judgment among His servants on a
day that measures fifty thousand years (of our reckoning), then his path will be shown,
either to Heaven or to Hell. ” [Reported by Imans Bukhari, Muslim and Ahmad]



The companions of the Prophet (SAW) hawe unanimoudy agreed, during Abu-Bakr's
term of Khilafah, to fight those who refused to pay Zakat and they did in fact fight those
who withheld Zakat.

WHO MUST PAY ZAKAT?

Zakat is obligatory on every Mudim, mde or female, who has an amount of money,
caled "Nisab", in excess of his/her basc neeadstha have stayedin his/her possesson for
onewhde lunaryea.

HOW IS NISAB DETERMINED?

Nisab is either the equivalent of the price of eighty five (85) gramsof gold, which,
according to today's market value is worth about one thousand dollars ($1000), or the
equivaert of thepriceof five hundredand ninety five (595) grans of silver, whichis worth
about ore hundred and forty dollars ($140). A Mudim can choose either one of the two
estimaes Same schdars are of the opinion that it is preferable to consider the Nisab
definition, which would help the needy, the mast; i.e. the definition based on the value of
dglver. It is important to remenmbe tha Zakat is caculated basal on the total amount of
wealth ownedattheerd of the lunar year, not only the Nisab.

WHAT IS MEANT BY BASIC NEEDS?

Basic nedls refer to the things one cannot do without. Thesemay indude any or al
of the following food, clothing, housng, and trarsportaton for oneslf ard one's
dependerts. Deperdents indude spouse, children who are unable to earn their living and
parentswho are in need

HOW IS ZAKAT YEAR DETERMINED?

Zakat yearis one lunar year starting from thetime one's wedth reachesthe Nisab. If
the wealth drops bdow the Nisab any time during the year, one shoud stop counting days
and dtart again the day the wealth reaches the Nisab. For exanple, if you choose the gad
definition of the Nisab (i.e. onethousard dollars- $1000) ard you have:

$1000 on Ramadan 1% (Start courting for Zakat yea)

$1200 on Shawwal 14.

$1500 on Zulgadah 1st

$ 900 on Zulhijjah 1st.(Stop counting)

$ 700 on Muharam14.

$8000n Safar 1st

$1100 on Raki'l 1st.(Restart counting and, on Rabi'l 1% of the following year, pay Zakat on
the amount you would have at that time asuming you continued to have a leag $1000



throughout theyea.)

So, if apersm’s wedth congsts of gdd, silver, cash stodks, bonds ard merchardise
(2), he/fsheshould add up the values of al these posesions If thetotal amount is equd to
or greaer thanthe Nisab, ard it has stayed alove the Nisab for one whole lunar year, then
Zakat 1s due on this wedlth, at a rate of two ard a half percent (2.5%) of the anount owned
at the erd of the year. (See examplesattheerd of this paper).

WHO IS ELIGIBLE TO RECEIVE ZAKAT?

There are eight caegories of people eligible to recve Zakat. They have been
gpedfied in the Noble Qur'an what can be translatedas, ""Alms are for the poor, the
needy, the employees who administer the funds, those whose hearts have been recently
reconciled to the Truth, those in bondage, those in debt, in the cause of Allah, and the
wayfarer, (thusit is) ordained by Allah, and Allah is most knowledgeable, most wise."
[Surah At-Tawbah(9:60)]

Basedonthis verse, the ways of sperding Zakat funds canbe classfiedas follows:
1- For the poor (Fugara') who do not have enough to take care of their basic needk.

2- For the needy (Masakeen) whose basic nesds are met but their income does nat take
care of otherimportant needs

3- For thosewhose sde jobis to collect and distribute the Zakat funds

4- For those who are close to accepting Islam as a religion, and those non-Mudims
whose evil can beawidedif they receve money.

5 Fo freang a Muslim persan from bondage (whether a dave in the old times, or a
prisoner of warin our timeg

6- For thosewho are indebtedand cannot pay thar delas.

7- In the cawse of Allah (SWT): the scholars have said that what is meant here is that
Zakat can be given to those who volunteer to fight in the cause of Allah (SWT) ard do not
recave afixed salary fromthegovemmert.

8- For the wayfarer whois strarded in aforeign larnd and camat get enough morey to go
back to his homelard, even though he might berich otherwise. He should be given erough
money to allow him to return to his homdard.

It is preferade that Zakat be paid to the poor andthe needy among therelativesfirst.



Aswewill seeshartly, not al rdatvesqudify to reeve Zakat.
WHO IS NOT ELIGIBLE TO RECEIVE ZAKAT?

There are categoriesof peqole who are nat digible to receive Zakat. They include:
a) therich who have erough to support themsdves; b) the hedthy person whois cgoable of
working and eaming his living, unlesshe canna find a job or his job doesnot provide him
with erough money to support himsdf and his family. About thes two caegories, the
Prophe (SAW) sad: "Alms are not to be given to the rich or to the well-built.” [An
authertic Hadith reported by Imam Abu Dawood| The term "well-built” cornveys the
meanng thatheis able to work and suypport himself.

In addition, Zakat camat be paid to: ¢) onés dependerts whom he is respongble for
supporting. Theseinclude the wife, the parents, grandparerts (up to theeldest living grand
grardparent), children, and grardchildren(down to the lastbom grard grardchild). Finally,
Zakat cannot be paid to: d) a non-Mudim, unless this persan belongs to category No. 4 of
those dligible to recdave Zakat (See prevMous sedion).

WHAT IF I HAVE A DEBT, SHOULD I EXCLUDE THAT FROM THE AMOUNT
ON WHICH I HAVE TO PAY ZAKAT?

Debts are uswally of two types. @) due for payback in the immediate future, and b)
long-term payback arrangemert. If the delt is due in the very near future at the time of
paying Zakat, this delt canbe excluded from the amount on which Zakat is due. Howewer,
if the debt is being paid badk as ingtdlments, say every morth or evely yea, then the
amount that has been pad back over the previous lunar year is subtracted from the tota
incomein theprocessof calculaing Zakat.

CAN TAXES BE CONSIDERED A PART OF ZAKAT, KNOWING THAT THE
GOVERNMENT SUPPORTS THE POOR OUT OF THESE TAXES?

No! For thefollowingreasms
a The avenuesfor spendng Zakat funds in Islam have been cleally defined in the
aforementioned verse.
b. Zakat is paid only to Mudims (exception wasmentionedeatier).
c. The portion of thetax tha is spert on projeds for the poor is not predsdy known,
since othe projeds are funded from the same pool of tax morey.

IS IT PERMISSIBLE TO TRANSFER ZAKAT MONEY TO AN AREA OTHER
THAN WHERE IT WAS COLLECTED?

In prindple, Zakat shoud be distributed anong the pemle in the area where it was
colleded for this has been mentioned in the Hadith when Mu'ath was sent to Yemen.



However, if there were no pele eigible to receive Zakat in the same area whee Zakat
was cdlectedor if there were Zakat money left over after distribution, then this money can
be sent to other areas wheaeit isnesded

DO WOMEN HAVE TO PAY ZAKAT ON THEIR JEWELRY?

The schdars have agreedthat jewelry macde of predous stones or metals other thangold
or slverdoesnat neessitate paying Zakat. Asfor jewelry thatis madeof gold or slver, the
schdars have nat reached a unified opinion. Some see that Zakat is due on this type of
jewdry; among them are Saeed Ibnu-Musayyeb, Saeed Ibnu-Jubair, Mujahed, ard Abu
Hanifah. They have drawn their eviderce from the Hadith, which starts with "For every
owner of gold or silver who does not pay their duty (i.e. Zakat), this wealth will be heated in
the fire of Hell and made into sheets...” In another Hadith, a woman cane to the Prophet
(SAW) accompaned by he daughterin whaosehand there were two bulky braceets made of
gold. TheProphe (SAW) asked the mothea: "Do you pay Zakat on these?” She arswered
"No". The Propha (SAW) sad: "Would you like that Allah exchange them for two
bracelets made of fire (you'd wear on the Day of Judgment)?” [Reported by Imam Abu
Dawood]

On the other hand, there are scholars who say Zakat is nat due on this type of
jewdry; they include AshShabi, Tawoos, Malik, Ash-Shae'i, and Ahmad They havwe
drawn thear evidence from: "Aa'isha (R.A.) looked after her orphared nieces who usel to
wear jewery and she did nat pay Zakat on the jewdry." [Reported by Imam Malik]
"Abdullah Ibn Oma (R.A.) usel to give his dawghters and femele servarts jewelry made of
gold ard hedid nat pay Zakat onit." [Reportedby ImamMalik]

It shoud be nated however, that stored gold and slver, whethe in the form of
jewdry or othemwise, are conddered savings and thus are included in the cdculation of
Zakat.

WHAT IF ZAKAT WAS NOT PAID FOR YEARS, DOES IT HAVE TO BE PAID
NOW?

Zakat is conddered a delx we owe Allah (SWT), and it should be paid when it is due
without any delay. If a person is supposed to pay Zakat and hekshe nedected to pay it for
years with or without a legtimate reason, then the whole amount of Zakat, which hekshe
mised paying should be paid immedately after cdculating it precisdy. Moreover, if
he/she had no legitimate reasan for bang late to pay Zakat, helshe should repent and ask
Allah (SWT) for forgiveness.

CAN ZAKAT BE PAID, PARTIALLY OR FULLY, BEFORE IT IS DUE?



Yes, acoording to sane Figh schdars. A stuation may a rise where there is a need
to give out same or the ertire articipated Zakat anount before Zakat yea is over. In this
case the amount given out with the intention of being considered Zakat is deducted from
the actual Zakat amount dueattheend of Zakat year.

EXAMPLES OF HOW TO CALCULATE ZAKAT:

Exanple 1: a personwho works as anenployee:

Annual Sdary $35,000

Annual Experses ($25,000)

5% V71 0o SN $10,000

Vaue of sharesownedin abusines............... $10,000

Dividendsduringthepast lunaryea.............. $1,000
Total...coceeeceecece e, $21,000

House usedasadwelling - Exenpt*** .............. $ 0

Car usd for trarsportation - Exempt.............. $ 0
Money in a reiremert acocount - Exenptt*** ... $ 0
Amount subjed to Zakat..........ccooevrunee. $21,000

Amountof Zakat $21,000 X 0.025 = $525

Housesor other propeties (like machinesor vehicles) are exenpt if they are being
usedby the owner or rertedto sameore else, in which caseZakat is due only ontheincome
fromtheren. Howeer, if these properties are kept as savings for the future, or are being
offered for sdle (asabudnesy, thenZakat is dueon the value of these propetties

Retirement accourts referredto here are those which are provided by enployers, and
which are not controlled by the employee or cannat be withdrawn without pendty. Once
this money is withdrawn, howewer, it is considered incomesubject to Zakat. For other types
of rerement or insuarce arrangenments in which the accumuated monrey is under the
control of the person (i.e. heihe initiated it and can withdraw it easly), the accumulated
money iscongdered savings and mug be included in thecacuation of Zakat.

Exanple 2: a personwho ownsa business

(At the gtart of the business the captd was $75,000, ard over thefirst year this asd
grewthrough buying and selling, which trandated into alarger inventory)
After one lunar yea, inventory was vauedat.... $100,000

Cashin theregister.........ccccoeeveueneneee. $ 1,000



Money saved in the bark.........c.ccoueueueee. $ 7,000

Vehicles, fumiture, appliances..etc. (usd in the opeation of the busnes) -
Exenpt.....$ O

Amount stbject to Zakat $108,000

Amount of Zakat $108,000 X 0.025 = $2,700

(1) Notefor owners ard sharelolders of businesses:
In gererd, there are three types of busneses trade (buying ard sdling), manufacturing,
and sewice.

For busnesestha deal in trade every partnerin the busness calcuates Zakat based on
hisher shere of the merchandise on hard at the end of his’/her Zakat year (merchardise
might refled the original capta plus ary profit that was made during the yea). Since
shareholders are practicdly partnes in the business every sharehdder must pay Zakat on
the value of the sharesard the dividends recavedduring the year.

For busgnesesthat deal in manufaduring or savice ead partner pay Zakat based on net
profits only; there is no Zakat on machinesor tods used in the types of busines. For
shareholders in these busnesses Zakat is pad only on the dividerds that were recaved
duringtheyear.

This pgper hasbeen designed to give gererd informaion about Zakat. 1f you need more
detail ed information, you may consut the appropriate sources



