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(The distribution of Profit on “Weightage basis” in Islamic Banks-
method and rationale)

U
*&ijfqﬁ .:)/,:

In Islamic Banks the distribution of profit to its
depositors 1is made on the basis of weightage. The account
holder's portion of the pool profit is divided according to
the weightage of the product that they have invested their
savings in. Weightages are assigned Dbased on three
criteria; 1i.e. tenure, amount and profit payment frequency
like one-year deposit 1is given less weightage than two
years deposit. The article elaborates this system and
evaluate its wvalidity in perspective of Shariah. The
article has been written in analytical mode after getting
first hand information from the authorized officials of
different banks.
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The value or importance of ~ something ~ when compared with
another thing.
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Different weightages can be assigned to different depositors
depending upon their tenure and size.?®
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Each category of the joint investment account has a different
weightage system for calculating profit or loss.®
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Profit Distribution [June 2017 [July  [Aug
Periods / Tier 2017 (2017
Groups
SAVING ACCOUNTS Monthly 0.67 0.67 0.67
MEEZAN ASAAN SAVING
ACCOUNTS Monthly 0.67 0.67 0.67
MEEZAN KIDS CLUB
ACCOUNT Monthly 0.67 0.67 0.67
MEEZAN TEENS CLUB
ACCOUNT Monthly 0.67 0.67 0.67
MEEZAN KAFALAH
(Recurring Term Deposit) Monthly 131 131 131
LABBAIK SAVING
AASAAN Monthly 0.84 0.84 0.84
MARGIN ACCOUNT Monthly 0.01 0.01 0.01
MEEZAN BUSINESS PLUS Monthly 0.01 0.01 0.01
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XEESCN-EACHAT 1.0-49.999K 0.67 067 | 067
XEESCN-EACHAT 50K-199.99K 0.74 074 | 0.74
XEESCN-EACHAT 200K-499.99K 0.81 081 | 081
XEESCREACHAT 500K-24.99M 0.88 0.88 0.88
XEE(Z)CNEACHAT 25M & above 0.67 0.67 0.67
ﬁéggﬁﬁfﬁ' MUNAFA 1.0-9.99M 0.67 0.67 | 0.67
Kégggﬁ-?l MUNAFA 10M-24.99M 0.77 0.77 0.77
Kégggﬁ-?l MUNAFA 25M-49.99M 0.98 0.98 0.98
Profit Sharing Ratio
Bank (Mudarib) Customer (Rab-ul Maal)

June 2017 50% 50%

July 2017 50% 50%

August 2017 50% 50%
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S.No. Type and Maturity Weightage
1 Special notice Deposits: 0.65
Withdrawal at 7 to 29 days’
notice.
2 Special notice Deposits: 0.75
Withdrawal at notice 30 days’
or over.
3 Saving Accounts 1.0
4 PLS Call Deposits from other Weightage as agreed to
Banks by the banks concerned
5 Term deposit upto and 1.00 + 0.05 for each
inclusive of 6 months month of the term
6 Term deposit in excess of 6 1.3 for the first six
months months plus 0.01 for
each subsequent month
of the term of the
deposit, subject to
maximum of 2.08
7 PLS Borrowings Borrowings of various
maturities will be given
weightages as for term
deposits of
corresponding
maturities.
5 Equity Not exceeding 5
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1. Weightages & Profit sharing ratios must be made available to all
constituents before beginning of the period concerned. The
weightages & Profit sharing ratios must be available on website.

2. The statement declaring weightages & Profit sharing ratios must
at the minimum contain date of declaration, period for which they
remain effective, all categories/pools & bank’s equity share and
their weighatage, types, sizes, tiers of accounts and actual rates
paid during the preceding period.

3. The Statement of weightages & Profit sharing ratios must be
prominently displayed in all Islamic Banking Branches.

4. All Islamic Banking Institutions are advised to update the
weightages & Profit sharing ratios on their websites within 7 days
form issuance date of this Circular Letter."")
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eBanks shall have a policy statement in place, vetted by the
Shariah Advisor which shall cover Weightages for distribution of
profit among various categories of deposits and periodicity for
changing the same. (Guideline)
eThe applicable Profit Sharing Ratios and Weightages for each
type of deposits should be displayed in the branches and on the
websites of IBIs for information of the general public. However,
weightages for special or treasury deposit pools for interbank
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transactions may be disclosed to the relevant customer only.
(Guideline)

eThe Shariah Advisor shall prepare a report, which shall be
published in the Bank’s annual report. The Shariah Advisor shall
report that whether or not in his opinion, the weightages, relating
to PLS accounts conform to the basis vetted by Shariah Advisor in
accordance with Shariah rules and principles.™® (Instructions)
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eThe weightages to different categories of deposits in a pool shall
be assigned based on parameters / criteria defined in the pool
management framework.

eThe weightages shall be announced at least 3 working days before
the beginning of period concerned and shall not be changed during
the period.

eThe maximum weightage to the Mudaraba based deposit of any
nature, tenor and amount shall not exceed 3 times of the
weightages assigned to saving deposits. The remunerative current
accounts shall not form part of Mudaraba based deposits for the
purpose of this clause.

¢|Bls shall explicitly mention in their profit distribution and pool
management framework, the treatment and remuneration basis for
premature / early encashment of term deposits during the period
concerned. This shall however be ensured that the profits
distributed and llocated as a result of constructive liquidation of
the pool shall not be called back / forfeited in any situation.*¥
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< L3bsUisW L (AAOIFDGY
.................... the scoring method for distribution of profit among
the participants of general investment accounts can be used. Such
method takes into account the amount contributed by each investor
and the period of its stay in the investment (currency unit x time
unit). Each account is given a certain number of scores depending
on its amount and the period of stay of that amount in the
investment even if depositing and withdrawal have repeatedly been
done and the amount varied from time to time. The holders of the
accounts are considered to have implicitly exchanged mutual relief
from commitment (mubara’ah) for any aspects that practically
cannot be catered for.*®
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The institution can specify different ratios for distribution of
profits between itself and different categories of holders of
investment accounts, or it can specify a unified ratio for all. The
ratios for distribution of profits among the holders of the
investment accounts can also be unified or varying on the basis of
certain weights.*®
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