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The sale of Murabaha is one of the legitimate forms of sale and a primary financing channel in Islamic banks—in fact, it is the most widely accepted structure among them. Although it is a controversial mode, Islamic banks favor it because it yields higher profits without more risk . To understand this structure—and why many believe it does not fulfill their genuine desire for truly halal transactions— in this section we will apply the provisions of the new Financial Accounting Standard No. (28) issued by AAOIFI to explain in detail everything related to accounting for “compound Murabaha” (Murabaha to the purchase orderer) and other deferred-payment sales in the seller’s and buyer’s books. We will then conclude the section with solved practical cases as well as exercises to help the reader practice what they have learned.

2-1 Deferred sale

The deferred sale is a sale in which the sold commodity is delivered immediately while the delivery of the all price or part of it is postponed to a specific date or dates in the future. The price is mostly paid in equal monthly installments, but these installments may be unequal and may be quarterly, semi-annual or annual.

2-2 Conditions for the validity of deferred sale


	The price of the sale may be mentioned in cash and its price in installments according to the periods mentioned by the seller, with the necessity of specifying the price and method of payment by the contracting parties before the contract meeting ends.

	The deferred price may be greater than the current price (cash).

	It is not permissible to separate in the sale contract between the cash price and the profit of the installments so that the profit is linked to the deferred. - It is not permissible to collect any increase from the debtor if he is late in paying because this is forbidden usury. 

	It is not permissible for the debtor who owns the money to delay paying the installments when they are due, and it is not permissible for the creditor to request compensation in the event of delay.

	The seller may stipulate that all installments be due in the event of delay by the debtor who is able to pay. - The seller may stipulate a mortgage on the sale, but he may not retain ownership of it after the sale.

	It is permissible to deduct from the debt in exchange for accelerating payment (put and accelerate) if it is not based on a prior agreement between the creditor and the debtor.

	It is not permissible to sell the debt to a third party for less than its value. - The value of the debt may be reduced if the creditor and debtor agree.

	The insolvency rule that requires the debtor to be given a grace period: The debtor does not have any money in excess of his basic needs that would meet his debt.
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