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MEEZAN BANK'S APPROACH TO ISLAMIC FINANCING: A CASE STUDY OF

MURABAHA AND ISTISNA
*Wail Fazal
**0Osama Muhammad

ABSTRACT
This study explores the implementation of Murabaha and Istisna

contracts at Meezan Bank, an Islamic financial institution in Pakistan.
Murabaha, a cost-plus financing structure, and Istisna, a forward
manufacturing contract, are widely utilized by Islamic banks to provide
Shariah-compliant financial solutions. The study aims to analyze the
bank’s adherence to the AAOIFI Shariah standards, as well as the
regulatory framework established by Pakistan's financial authorities. The
research outlines the step-by-step process of executing Murabaha and
Istisna contracts at Meezan Bank, covering key aspects such as contract
formation, procurement, payment mechanisms, and risk management.
It also identifies potential challenges faced by the bank in maintaining
compliance with Islamic principles and proposes solutions for enhancing
Shariah adherence. The findings suggest that Meezan Bank has
successfully integrated these contracts into its operations while ensuring
transparency, risk mitigation, and compliance with regulatory
requirements. Moreover, the study highlights key areas where further
improvements can be made to align with evolving Shariah
interpretations and regulatory landscapes. This study contributes to the
existing literature by providing practical insights into the application of
Murabaha and Istisna contracts in an Islamic banking context, offering
recommendations for industry practitioners, regulators, and
policymakers. The research underscores the importance of continuous
training, product development, and regulatory collaboration to maintain
the integrity and growth of Islamic finance in Pakistan.

Keywords: Murabaha, Istisna, Islamic Finance, Meezan Bank, AAOIFI Standards,

Shariah Compliance, Pakistani Banking Regulations.
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“Murabaha: Sale on profit; cost plus profit, sale at stated cost price and

mark-up, sale at a specified profit margin. The term is, however, now
used to refer to a sale agreement whereby the seller purchases the
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goods desired by the buyer and sells them at an agreed marked-up price,
the payment being settled within an agreed time frame, either in
installments or lump sum”. 10
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“Murabaha is a particular kind of sale where the seller expressly

mentions the cost of the sold commodity he has incurred, and sells it to

another person by adding some profit thereon. Thus, Murabaha is not a

loan given on interest; it is a sale of a commodity for cash /deferred

price”. 16
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purchase of goods.
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6. Client pays agreed price to bank according to
an agreed schedule. Usually on a deferred
payment basis (Bai Muajjal)
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“Istisna’ is a sale transaction where a commodity is transacted before it comes

into existence. It is an order to a manufacturer to manufacturer uses his own
material to manufacture the required goods”. 43
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production of specific Goods. At this time quantity, price, specification and delivery date of
Goods will be agreed. The delivery of goods could be lump sum or in trenches”.
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acceptance of delivery. A Bank representative will accept the delivery after physical
inspection of the goods at the site. This delivery could be through identification and separate
storage of MBL goods (so that they are not mixed with Customer’s own goods). A Goods
Receiving Note will be executed at this moment to evidence the delivery of goods to MBL".

e el J5d Dpall e Ly (DY O Grze 30k Jeadl) o cgsnall o 2D L] A
Gpan mho Lad PN e el s 2 OF (S Bl (3 Wlad) (ol jamb el dar el Sl 22
lad) pdlenl 5,50 Bk pre (Aol frasdl s o Lol o2 Y 2ut) bt IS8 Ly oSl OB

LY Ol e ] il wbes LSy el oda (3
dwal3-) 8 glad-) “MBL will also enter into a separate Agency Agreement with the Customer for

sale of goods on Cash basis to credible buyers on behalf of MBL in a specified number of days.
In this manner the Agent will be responsible for recovery of Sale price and its payment to
MBL".
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U358 pluaradlly A81L1 1o )1 Jusadl &y D) Oljes O s

il gl e wladl o el s Bhaiie 1S5 2351 (3 Ul oY) O G 5k
e S03j e Yggon ST 05 i bl ot amn abl 9a (3 DY) O Call e B3 o8 sl

.L;O)\M}J\ BN BEVR- LA SPRUA P
dwdlud) 3531 “MBL’s ownership and risk in goods remains until the Agent sells these goods

to the Buyer in the market. Takaful may be obtained to cover this risk”
Gpall iad Jo ailadl bl 055 ¢ feaadl |55 U (3 S Ol Crae wo 2bsiz alldl a8 055
bl aard LSy wilad) (b ety Bsndl & i) ) wiliadl ol LS e 5
dagludl 831 “MBL Agent will sell the goods in the market and will pay the price to MBL”.
LY Ol 2z ) dalld) £ 50 Boedl (3 Aakid) e SN OB pze LS
Lol dgk31 “The Agent (Manufacturer) will be entitled to a specified Agency Fee for

providing such services. MBL may also give a certain incentive to its Agent for timely selling
and payment to MBL".

gt oo fleare) die Jo Sl Clad) e aediy Lo Ll 8302 WSy sy e Jgad) (slal)) LSS 502
35l (3 @iy meld LlSY Gome ko Ul oY) 01 2l i 5 g1 L] ) 30 Bl 3 2ad)
c Y Ol G aal) el

B ey Lps plana¥l e & JUI oy OST13) g1 ol
‘_Lﬁl\ dgk3-1 “The customer (as Agent of MBL) will sell the goods to Credible Buyers on Credit

(instead of Cash) and collect the sale proceeds in a specified number of days”.

Vo) L 056 (6T 3 e cptasall pzld 4} @il mw (oY) O Oaall 1S58 2)) ool 252
(ol ) Loy gme Lasd ) oLV (3 cpad) e fllh SIS matt LS pok & (D) e

4o\ 3glad1 At the time of entering into Agency Agreement, the Customer may be asked to

provide a separate / independent Guarantee to guarantee payment obligations of the
potential buyers”.

Jirs | Ladie Ol @5 Joonl pp (llad 5 B (3 abed) o Bl foanll o WIS R30S 1) e
el e Jo il 00K Rl e 1L Ao grall alld) e e U pial) ) S LI Ol

6. Sale Proceeds (net of Agency Fee)
(RS g1 p gy paad 32) o) il
‘ 1. Istisna’a Agreement l
gluainl Jic
Manufacturer 2. Del}very of Goods MBL
glall Aadud) anleds O 3sa i paa
3. Agency Agreement )
A8 gl 2o
5. Sale Proceeds 4. Sale of Goods
) dglee daled) o

Local Buyer
alad) ¢y sidial)
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, - Dr. M.Imran Ashraf Usmani, Islamic Banking, 1% edition, (Karachi Pakistan, Darul Ishaat Urdu Bazar, 2002)!°
P. 250.

Vet on ¥ oy BUT S Bl aie Jomngny LU o 2SIy b L Y1 L 02 3 ) o8 Bl pgn =
L8 r Y/e P c‘;d\jU el Cfi ;.’f—“c:-’jlﬁi NOIAY

LS00 o 1 AAS B 1Y 43y ekl Lgedl) 33,31 DY S g -
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SN e (2 VYo ple iy
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- Dr. M. Imran Ashraf Usmani, Islamic Banking, P.125.1¢
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P.139. - Dr. M. Imran Ashraf Usmani, MeezanBank’s guide to Islamic Banking,*
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