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Abstract

1. Introduction and Objective

In recent years, the Iranian banking system has entered a new phase of
structural transformation through the policy of bank specialization
and reclassification. This policy emerged as a response to multiple
interconnected challenges, including chronic structural inefficiencies
in the banking sector, the need for more targeted credit allocation,
increased supervisory complexity, pressures arising from international
sanctions, and the necessity of improving financial stability within the
framework of Islamic banking. Consequently, policymakers and
regulatory authorities have attempted to redesign the institutional
architecture of the banking system by classifying banks into several
distinct categories, including commercial banks, specialized banks,
comprehensive banks, and Qard al-Hasanah banks.

Although this transformation has primarily been justified on
economic and regulatory grounds, its implications extend far beyond
technical banking reform. The specialization of banks fundamentally
alters the legal nature of banking operations, contractual relationships,
supervisory mechanisms, and the jurisprudential foundations of
financial intermediation in the Islamic banking system of Iran.
Therefore, the reform cannot be adequately understood solely through
economic analysis; rather, it requires a comprehensive Fighi-Legal
examination capable of assessing the compatibility of the new
structures with the principles of Islamic jurisprudence, banking law,
and institutional governance.
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Despite the growing importance of this transformation, existing
studies in Iran have largely focused on economic efficiency, monetary
policy, or financial performance, while the deeper Fighi-Legal
dimensions of the specialization process have remained insufficiently
explored. In particular, significant ambiguities persist regarding the
legal identity of comprehensive banks, the possibility of segregating
risks and liabilities within a single legal entity, the compatibility of
Qard al-Hasanah banking with profit-oriented corporate structures,
and the institutional requirements of effective Sharia governance.
Accordingly, the present study seeks to analyze the Fighi-Legal
foundations, challenges, and supervisory implications of the new bank
classification model in Iran. Special emphasis is placed on two
emerging and highly challenging models: comprehensive banking and
Qard al-Hasanah banking. Furthermore, the study aims to evaluate the
adequacy of existing legal and supervisory frameworks and to propose
a practical contractual solution capable of reconciling banking
innovation with the principles of Islamic jurisprudence and legal
coherence.

2. Methods and Materials

This study employs a qualitative research design based on a
descriptive-analytical methodology. The research is fundamentally
doctrinal and interdisciplinary, combining legal analysis, Islamic
jurisprudential reasoning, and institutional examination within the
field of Islamic banking studies.

The primary materials of the study consist of four categories of
sources. First, the research examines relevant legal and regulatory
documents governing the Iranian banking system, including the
Seventh Development Plan policies, Central Bank regulations, banking
laws, and supervisory directives concerning bank specialization and
classification. Second, authoritative sources of Imamiyyah
jurisprudence related to contracts, agency (Wakalah), partnership
(Musharakah), Mudarabah, trust-based possession (Yad Amanah),
liability, and Qard al-Hasanah were analyzed to determine the
jurisprudential foundations of the proposed banking structures. Third,
the study reviews the contemporary literature on Islamic finance,
Sharia governance, and Islamic banking regulation in order to situate
the Iranian experience within broader theoretical discussions. Fourth,
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comparative analytical insights from studies on Sharia governance
frameworks and Islamic financial supervision were incorporated to
strengthen the institutional analysis.

The collected materials were examined through qualitative content
analysis. The analysis focused on identifying conceptual tensions, legal
inconsistencies, jurisprudential challenges, and regulatory gaps within
the new banking classification framework. Particular attention was
devoted to the legal structure of comprehensive banks, the interaction
between multiple contractual relationships within a unified corporate
entity, the governance challenges associated with Sharia compliance,
and the structural contradictions embedded in Qard al-Hasanah
banking.

The study also adopted an analytical-propositional dimension by
developing a conceptual contractual model referred to as the “Multi-
faceted Special Wakalah Contract.” This model was formulated
through doctrinal synthesis and jurisprudential reasoning as a
potential solution to the operational and legal challenges of
comprehensive banking.

3. Research Findings

The findings of the study demonstrate that the specialization and
reclassification of banks in Iran represent not merely an administrative
or organizational reform but a profound transformation in the legal
and jurisprudential architecture of the banking system.

The analysis indicates that commercial and specialized banks
largely preserve the traditional agency-based structure of Iranian
Islamic banking. Within this framework, depositors act as principals
(Muwakkil), while banks function as agents (Wakil) responsible for
allocating and managing financial resources through Islamic contracts.
Consequently, banks primarily possess a fiduciary status characterized
by trust-based possession rather than absolute ownership over
deposited funds. Under Islamic jurisprudence, banks are not
inherently guarantors of deposits unless misconduct, negligence, or
deviation from contractual authorization can be established.

However, the study identifies a persistent challenge concerning the
formalistic implementation of Islamic contracts, particularly in trade-
based financing arrangements. In many cases, the absence of genuine
asset transfer and the reliance on documentary formalities undermine
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the authenticity of contractual relationships and weaken the
jurisprudential legitimacy of banking operations.

The most significant findings relate to comprehensive banking.
This model combines two fundamentally different operational
domains within a single institution: a commercial banking sector based
on lower-risk agency relationships and a higher-risk investment sector
relying on participatory contracts such as Musharakah and
Mudarabah. The study finds that the central challenge of
comprehensive banking lies in the absence of a clear legal basis for
segregating risks, liabilities, and financial obligations between these
distinct sectors while operating under a unified legal personality.

From a legal perspective, the principle of unity of legal personality
and unity of assets in corporate law creates serious obstacles to the
establishment of effective internal barriers between commercial and
investment activities. This issue becomes particularly problematic
when losses or liabilities originating in one sector potentially affect
stakeholders in another sector. From a jurisprudential perspective, the
coexistence of multiple contractual roles and obligations within a
single institution raises concerns regarding the mixing of guarantees,
liabilities, and contractual effects.

To address this problem, the study proposes a conceptual
contractual framework termed the “Multi-faceted Special Wakalah
Contract.” Under this model, the depositor enters into a primary
agency contract with the bank, while the scope of authorization
explicitly distinguishes between different investment and operational
portfolios. The contract permits the bank to allocate resources
separately to commercial and investment sectors according to
predetermined conditions and risk structures. Through this
arrangement, the bank retains its unified role as an agent while
simultaneously facilitating differentiated investment activities
through subsequent subsidiary contracts. The findings suggest that
this model is more compatible with the jurisprudential principle that
contractual effects are subordinate to the intentions and purposes of
the parties (“al-"“uqud tabi‘ah lil-qusud”).

The study further reveals that Qard al-Hasanah banking faces a
fundamentally different type of structural challenge. Qard al-Hasanah
is inherently a benevolent, non-profit, and charitable financial
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arrangement rooted in social solidarity and welfare objectives.
However, the incorporation of Qard al-Hasanah institutions within
profit-oriented public joint-stock company structures creates a serious
contradiction between social purpose and shareholder expectations.
The research demonstrates that this structural tension may encourage
institutions to rely excessively on service fees or quasi-commercial
mechanisms that risk undermining the non-profit essence of Qard al-
Hasanah and potentially transforming legitimate administrative
charges into disguised forms of prohibited gain.

Another major finding concerns the necessity of a comprehensive
Sharia governance system. The study concludes that the success of
specialized banking models depends heavily on the establishment of a
multilayered governance framework consisting of: (1) a centralized
Sharia supervisory authority at the level of the Central Bank; (2)
independent internal Sharia compliance committees within banks; and
(3) an institutional culture committed to Sharia compliance across all
operational levels. The findings further highlight the importance of
periodic Sharia auditing, standardized supervisory procedures, and
professionally trained experts capable of integrating jurisprudential
and financial expertise.

4. Discussion and Conclusion

The findings of this study demonstrate that the specialization and
reclassification of banks in Iran constitute a transformative shift in the
institutional logic of Islamic banking rather than a limited regulatory
adjustment. The reform has introduced new opportunities for
improving efficiency, risk management, and sectoral financing;
however, it has simultaneously generated complex jurisprudential,
legal, and supervisory challenges that cannot be resolved through
conventional banking regulation alone.

The study argues that the existing legal infrastructure of the Iranian
banking system is not fully prepared to accommodate the operational
realities of comprehensive banking. Specifically, current corporate law
frameworks do not adequately recognize the segregation of liabilities
and risks within a unified legal entity. As a result, the practical
implementation of comprehensive banking may expose stakeholders
to legal uncertainty, overlapping liabilities, and supervisory ambiguity
unless substantial legislative reforms are introduced.
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The proposed “Multi-faceted Special Wakalah Contract” offers a
potential jurisprudential and contractual mechanism for mitigating
some of these tensions. By maintaining the bank’s overarching role as
an agent while contractually differentiating operational domains and
investment mandates, the model provides a more coherent basis for
integrating diverse banking functions within an Islamic legal
framework. Nevertheless, the effectiveness of this model ultimately
depends on the parallel development of supportive legal recognition,
operational transparency, and supervisory enforcement.

Regarding Qard al-Hasanah banking, the study concludes that
preserving its social and ethical objectives requires a distinct
regulatory and institutional framework capable of protecting its non-
profit character from market-driven pressures. Without such
safeguards, the institutionalization of Qard al-Hasanah within
commercial corporate structures risks weakening its original
jurisprudential and social foundations.

More broadly, the study emphasizes that sustainable Islamic
banking reform requires the institutionalization of robust Sharia
governance mechanisms. Centralized Sharia supervision, independent
compliance structures, periodic Sharia auditing, and the cultivation of
an organizational culture of compliance are not merely supplementary
mechanisms but essential prerequisites for maintaining legitimacy and
public trust in specialized Islamic banking systems.

In conclusion, the research finds that bank specialization in Iran is
a necessary but insufficient step toward meaningful banking reform.
Its long-term success depends on complementary reforms in legal
doctrine, supervisory institutions, corporate governance, and Sharia
compliance mechanisms. Without such reforms, the objectives of
efficiency, legitimacy, and financial stability envisioned by the
specialization initiative may remain only partially achievable within
the framework of Islamic banking.

5. Keywords: Islamic Banking; Bank Specialization; Comprehensive
Banking; Qard al-Hasanah Banking; Sharia Governance; Central Bank
Sharia Council; Risk Segregation.

6. JEL Classification: G21, G28, 712, K23, K12
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Abstract

1. Introduction and Objective

More than four decades after the enactment of Iran’s Interest-Free
Banking Law, the practical implementation of Islamic contracts
continues to face substantial structural and behavioral challenges.
Although the formal legal framework prohibits interest-based
transactions and promotes Sharia-compliant modes of financing, the
operational reality of the banking system reveals a dominant reliance
on low-risk, exchange-based contracts — often executed in a formalistic
rather than substantive manner. Participatory contracts, which are
theoretically central to Islamic finance due to their risk-sharing and
real-sector linkage characteristics, remain marginal in practice. This
divergence between normative design and institutional performance
raises a fundamental analytical question: Why does the system
stabilize around suboptimal patterns of behavior despite repeated
reform efforts?

Addressing this puzzle requires moving beyond purely doctrinal
or legal analyses and toward a behavioral-institutional framework
that captures strategic interactions among key actors. Drawing on
institutional ~economics, organizational sociology, and non-
cooperative game theory, this study conceptualizes the Iranian
banking system as a structured arena of strategic interdependence.
Within this arena, banks, customers, regulators, and supervisory
bodies make choices under constraints shaped by formal rules,
informal norms, incentive structures, and risk perceptions. The
persistence of formalistic implementation is therefore interpreted not
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merely as regulatory failure, but as the outcome of a stable behavioral
equilibrium embedded within an institutional configuration.

To analyze this configuration systematically, the study employs the
Graph Model for Conflict Resolution (GMCR), a non-cooperative
game-theoretic framework capable of modeling complex multi-actor
strategic environments without requiring cardinal payoff information.
The primary objective of the research is twofold: (1) to identify and
evaluate the behavioral equilibria that characterize the current
implementation of Islamic contracts in Iran’s banking system; and (2)
to design feasible transition pathways toward a more efficient and
substantively compliant equilibrium through minimal yet effective
policy interventions. By integrating qualitative institutional analysis
with formal equilibrium modeling, the study aims to provide both
theoretical and policy-relevant insights into the dynamics of Islamic
banking governance.

2. Methods and Materials

The research adopts a mixed-methods design, combining qualitative
inquiry for structural identification with quantitative modeling for
equilibrium analysis. The methodological strategy was structured in
three sequential phases: actor-option identification, preference
elicitation and modeling, and equilibrium evaluation with policy
simulation.

Qualitative Phase: To capture the nuances of actor interactions, 26
semi-structured interviews were conducted with a purposive and
snowball sample of banking executives, legal scholars, and Sharia-
compliance experts. The gathered data underwent a three-stage
thematic coding process (familiarization, coding, and theme
development) based on the Braun and Clarke framework. This phase
was critical in identifying the “game participants” and their respective
“behavioral options.” We identified five major players: (1) Banks, (2)
Customers, (3) The Central Bank, (4) The Sharia Council, and (5) the
Government. A total of 13 behavioral options were extracted, reflecting
the complexity of the operational landscape.

Quantitative Phase: The priorities of these actors were established
using the Best-Worst Method (BWM) to ensure robust weighting of
preferences. These inputs were then modeled in the GMCR+ software
environment. After filtering for logical inconsistencies, dependencies,
and Sharia-compliance requirements, the state space was narrowed
down to 27 “feasible states.” We then applied advanced stability
analysis, including Nash equilibrium, metarationality, sequential
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stability, limited-move stability, and future stability. Finally, an

“inverse-game analysis” was utilized to work backward from the

desired state to the minimal set of policy interventions required to

nudge the actors toward real-world implementation of participatory

contracts.

3. Research Findings

The modeling process revealed two primary stable states in the Iranian
banking system. In both, the dominant strategic behavior is
characterized by the formalistic execution of exchange-based contracts,
minimal enforcement by the Central Bank, and a “passive-flexible”
stance by the Sharia Council.

The analysis of unilateral moves highlights that banks and
customers are locked into these states. From their perspective, the cost
of genuine participatory contracts —which entails higher information
asymmetry, monitoring costs, and credit risk —outweighs the short-
term benefits. Conversely, the existing regulatory interventions are
insufficient to shift these preferences. Our findings demonstrate that
as long as the cost-benefit profiles remain unchanged, the system will
naturally revert to these inefficient equilibria, regardless of nominal
legislative changes.

The simulation results further suggest that a transition to a
“desirable state” (where participatory contracts are the norm) is
possible only through a fundamental redesign of the incentive
structure. Key findings include:

- Technological Supervision: A shift from manual auditing to Al-
driven, real-time supervision is essential to increase the “cost of non-
compliance” for banks.

- Incentive Alignment: Providing tax breaks and preferential
credit lines specifically for profit-and-loss sharing contracts can
significantly shift the bank’s payoff matrix.

- Regulatory Coalitions: The model underscores the necessity of a
formal alliance between the Central Bank and the Sharia Council to
harmonize regulatory authority, thereby reducing the “flexibility” that
currently allows for the circumvention of Sharia requirements.

4. Discussion and Conclusion

The findings of this study offer a compelling argument: the
formalization of Islamic banking in Iran is a classic collective action
problem that cannot be solved by merely issuing new decrees or moral
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appeals. Rather, it is a structural challenge that requires “mechanism
design.”

Our research suggests that policy reform should follow a multi-
pronged approach. First, the “rules of the game” must be re-written to
raise the opportunity cost of exchange-based formalism. Second, the
“informational disadvantage” that currently hampers participatory
banking must be mitigated through technological advancements,
specifically by leveraging blockchain for transparent profit
distribution and credit monitoring.

Furthermore, this study validates the utility of the Graph Model as
a powerful diagnostic tool for policymakers. It allows for the
simulation of complex institutional changes ex-ante, enabling
regulators to predict how actors might respond to new policies before
they are enacted.

In conclusion, moving toward a truly Islamic banking system
necessitates a transition from reactive regulation to proactive, strategic
policy design. By aligning the micro-level incentives of market
participants with the macro-level objectives of social justice and
economic efficiency, policymakers can break the current deadlock.
This research contributes both to the theoretical literature on Islamic
finance and to the practical policy agenda in Iran, providing a roadmap
for evolving into a more transparent, stable, and Sharia-compliant
banking system.

5 Keywords: Islamic Banking; Islamic Contracts; Game Theory; Graph
Model; Behavioral Equilibria.

6. JEL Classification: G21, G28, C72, C70, Z12
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Abstract
1. Introduction and Objective
The global financial landscape has witnessed a paradigm shift towards
Islamic finance, with Takaful (Islamic insurance) emerging as a crucial
alternative to conventional, interest-based insurance models. Despite
the significant expansion of Takaful markets worldwide, its
implementation and conceptual understanding in Iran remain nascent.
This research posits that Takaful is not merely a financial product but
a system rooted in the indisputable principles of the Quran and Sharia,
emphasizing mutual cooperation and shared responsibility.
However, the industry in Iran faces structural challenges, primarily
stemming from a lack of strategic focus from regulatory bodies and
insurance practitioners. A critical bottleneck in this development is the
absence of a structured, competency-based educational framework for
human resource development. Empowering human capital in the
Takaful industry is not just an operational necessity; it is a strategic
imperative for organizations aiming to provide Sharia-compliant
services as a sustainable competitive advantage. The primary objective
of this study, therefore, is to design an optimal organizational model
for Training Needs Assessment (TNA) and to develop a
comprehensive, multi-level educational framework for professionals
working within the Iranian Takaful sector. By bridging the gap
between existing educational gaps and the actual operational
requirements of the industry, this study seeks to provide a roadmap
for the professionalization of Takaful practice.

2. Methods and Materials
This study adopts a developmental research design, employing a
mixed-methods approach to ensure both theoretical depth and
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empirical validity. The research process was bifurcated into qualitative
and quantitative phases:

- Qualitative Phase: The research began with an exhaustive library
study and thematic analysis of existing documents, standards, and
global best practices related to Takaful training frameworks. By
benchmarking against leading institutions such as the Chartered
Insurance Institute (CII) and AAOIFI standards, a preliminary list of
educational topics and competencies was extracted. This phase
focused on identifying the core knowledge and behavioral gaps
prevalent in the current Iranian insurance landscape.

- Quantitative Phase: To ensure the rigor of the proposed model,
the Fuzzy Delphi Method (FDM) was utilized. This technique was
selected to address the ambiguity and subjective nature of expert
judgments. A panel of 21 experts and practitioners in Islamic finance
and insurance participated in the process. The FDM process involved
rounds of surveying, where experts rated the importance of the
extracted topics on a fuzzy scale. Data were aggregated using simple
fuzzy averaging and defuzzified using the Center of Area (COA)
method. A threshold of 0.7 was established; topics failing to meet this
significance level were excluded, ensuring that the final model
represents a high level of expert consensus. The reliability of the
consensus was validated using Kendall's W coefficient (W=0.753),
indicating a strong agreement among the experts.

3. Research Findings

The analytical results of the study yielded a robust, four-tier training
framework tailored for the Takaful industry. Following the FDM
process, 20 essential course titles were finalized and categorized into
four hierarchical levels of progression:

- Entrance Exam Level: Focusing on foundational concepts,
including “Introduction to Riba and Islamic Finance,” “Introduction to
Takaful,” and “Regulations and Consumer Protection.”

- Introductory Level: Covering core industry structures, such as
“Takaful Models and Structures,” “Risk Management in Takaful,”
“Governmental Role in Takaful,” “Global Takaful Landscapes,” “Soft
Skills for Takaful Practitioners,” and “Roles of Sharia Committees.”

- Intermediate Level: Addressing operational and specialized
areas, specifically “Takaful Health/Medical,” “Introduction to Re-
Takaful,” “Emerging Challenges (Al, Digital Currencies, ICT),”
“Property Takaful,” “Family/Life Takaful,” “Policy Issuance
Processes,” and “Marketing Takaful Products.”
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- Advanced Level: Targeting high-level technical expertise,
including “Takaful Regulations and AAOIFI Standards,” “Legal
Aspects of Takaful,” “Financial Reporting and Business Accounting,”
and “Actuarial Pricing and Reserve Calculation.”

Furthermore, each of these subjects was aligned with four
competency dimensions: Introductory, Basic, Main, and Specialized,
providing a holistic matrix that guides an employee’s career
development path from entry to leadership.

4. Discussion and Conclusion

The findings of this research highlight that the primary barrier to the
development of Takaful in Iran is not merely technical, but
educational. The study confirms that the absence of a standardized
Takaful qualification pathway has led to the entry of personnel with
non-specialized backgrounds, resulting in suboptimal performance
and a lack of market confidence.

The developed model addresses these challenges by offering a
structured, Sharia-compliant educational path. By integrating
international standards (such as AAOIFI) with local regulatory needs,
the proposed framework provides a strategic tool for insurance
regulators and policymakers. It is recommended that a formal
certification examination be institutionalized, requiring all current and
prospective employees to achieve a passing standard before receiving
a license to operate in the Takaful domain.

In conclusion, this research provides the foundation for
transforming the human capital of the Iranian Takaful industry into a
highly competent, Sharia-aware workforce. Future studies are
encouraged to focus on evaluating the performance of employees
trained under this model and to further refine competency
assessments within specific functional areas like marketing and human
resources. By implementing this evidence-based model, the industry
can better navigate the competitive landscape while strictly adhering
to Islamic financial principles.

5. Keywords: Takaful;, Training Needs Assessment (TNA); Fuzzy
Delphi Method (FDM); Human Capital Empowerment; Professional
Competencies.

6. JEL Classification: G22, M53, 712
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Abstract

1. Introduction and Objective

Financing large-scale infrastructure and energy projects has always
posed significant challenges for developing economies. In
capital-intensive industries such as oil and gas, particularly in the
upstream sector, the requirement for substantial financial resources
often exceeds the capacity of traditional financing mechanisms. In
recent decades, structured finance has emerged as an effective and
flexible solution for addressing such challenges by transforming future
revenue streams into tradable financial instruments. Among these
instruments, Future Flow Securitization (FFS) has been widely utilized
in international financial markets as a mechanism for raising capital
through the securitization of predictable future cash flows.

The upstream oil and gas sector of Iran, which plays a strategic role
in the national economy, requires massive investment for the
exploration, development, and production of hydrocarbon resources.
However, various economic constraints —including limited access to
international capital markets and structural limitations within
domestic financial systems—have created substantial barriers to
financing large upstream projects. Consequently, identifying
innovative and domestically viable financing methods that are
compatible with Islamic financial principles has become a critical
necessity.

Future Flow Securitization offers a promising solution for project
financing by allowing firms to securitize revenues expected from
future exports or sales. Nevertheless, the conventional structure of FFS
has primarily been developed within conventional financial systems
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and does not automatically comply with Islamic jurisprudential
principles. Therefore, adapting and localizing this financing model
within the framework of Islamic finance is essential for its practical
implementation in countries such as Iran.

The primary objective of this research is to investigate the
possibility of localizing the Future Flow Securitization model for
financing upstream oil and gas projects in Iran while ensuring
compliance with the principles of Imamiyyah jurisprudence. In
particular, the study aims to identify an appropriate Islamic financial
instrument capable of replicating the operational logic of FFS. By
examining various Islamic financial structures and evaluating them
through a multi-criteria decision-making framework, the research
proposes a localized financing model based on Manfa’at Sukuk
(Benefit Securities). Ultimately, the study seeks to provide a practical
framework through which future revenues generated from oil and gas
production can be mobilized to finance upstream development
projects within the Iranian capital market.

2. Methods and Materials

This research adopts an applied research approach with a
descriptive-analytical methodology. The study consists of two main
stages: a conceptual and jurisprudential analysis of the Future Flow
Securitization structure, followed by a quantitative evaluation of
suitable Islamic financial instruments capable of replacing the
conventional FFS framework.

In the first stage, the study examines the theoretical foundations of
structured finance and project finance, with particular emphasis on the
mechanism of future flow securitization. The structural components of
FFS—including the originator, special purpose vehicle (SPV),
investors, future receivables, and payment mechanisms —are analyzed
in detail. Subsequently, the contractual relationships embedded in this
financing structure are carefully reviewed and compared with
contracts recognized in Imamiyyah jurisprudence. Through this
analysis, the study identifies potential Islamic contractual
frameworks —such as IJjarah (leasing), Wakalah (agency), and Ju'alah
(service commission)—that can replicate the economic functions of
conventional FFS while remaining compliant with Islamic legal
principles.

The second stage of the research focuses on selecting the most
appropriate Islamic financial instrument capable of operationalizing
the securitization of future flows in Iran’s capital market. For this
purpose, a hybrid multi-criteria decision-making model combining the
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Analytic Hierarchy Process (AHP) and the Simple Additive Weighting
(SAW) method is employed.

The statistical population of the study consists of 15 experts with
professional experience in Islamic finance, capital markets, and oil and
gas project financing. These experts were selected through purposive
sampling based on criteria such as advanced academic qualifications,
relevant professional experience, and familiarity with Islamic financial
instruments.

Data collection was conducted through a structured questionnaire
comprising two main sections. In the first section, experts performed
pairwise comparisons of evaluation criteria using a Likert scale
ranging from 1 to 5. The geometric mean method was applied to
aggregate the responses and construct the pairwise comparison matrix
for the AHP analysis. The consistency ratio (CR) was calculated to
verify the reliability of expert judgments. In the second section,
alternative Islamic financial instruments were evaluated directly
against the identified criteria using the same five-point scale.

The criteria used for evaluating financing instruments included
factors such as jurisprudential compatibility, economic efficiency,
compatibility =~ with Iran’s financial structure, risk-return
characteristics, implementation feasibility, transparency, and investor
acceptance. After determining the weights of these criteria through
AHP, the SAW method was applied to rank the alternative
instruments and identify the most suitable option for implementing
the localized FFS model.

3. Research Findings
The results of the AHP analysis revealed that among the evaluation
criteria, trust and acceptability, compatibility with Iran’s economic
structure, and risk-return characteristics received the highest weights,
indicating that these factors play a crucial role in determining the
suitability of financing instruments in the Iranian context. The
calculated consistency ratio for the pairwise comparison matrix was
CR = 0.0131, which is well below the acceptable threshold of 0.1,
confirming the reliability and internal consistency of expert judgments.
Subsequently, the SAW method was applied to evaluate the
alternative Islamic financial instruments based on the weighted
criteria. The results demonstrated that Manfa’at Sukuk (Benefit
Securities) achieved the highest overall score among the evaluated
options, indicating its superior compatibility with the structural
requirements of Future Flow Securitization and the institutional
framework of Iran’s capital market.



Islamic Finance Designing a Native Future Flow Securitization (FFS) Model Based on Interest-
Based Bonds to Finance the Upstream Sector of the Iranian Oil and Gas Industry
Research | Mohammad Hamzeh Ghadirinejadian* | Ahmad Shabani

Based on these findings, the research proposes a localized financing
model in which future revenues generated from oil and gas production
are securitized through the issuance of Manfa’at Sukuk. In this
structure, the National Iranian Oil Company (NIOC), acting as the
originator, first enters into forward or pre-sale contracts —such as Salaf
or forward sales agreements—with oil purchasers to establish
predictable future revenue streams. These anticipated revenues are
then transferred to a Special Purpose Vehicle (SPV), which issues
Manfa’at Sukuk to investors in the capital market.

Investors purchasing these securities effectively acquire ownership
of the future economic benefits derived from oil sales during a
specified period. The funds raised from the issuance of the securities
are subsequently transferred to the originator and used to finance
upstream development activities, including field development and
payments to contractors.

Once oil production begins and the contracted oil is delivered to
buyers, the revenues generated from these sales are collected and
transferred to the SPV. The SPV then distributes the proceeds to
investors through the Central Securities Depository and Settlement
System, ensuring timely payment of returns to sukuk holders.

The feasibility of this structure is further supported by practical
precedent. In 2020, a portion of the benefits generated by Phase 12 of
the South Pars Gas Field was successfully securitized through
Manfa’at Sukuk under the supervision of the Sharia Committee of the
Securities and Exchange Organization of Iran. The committee
approved the transfer of benefits through a Sulh al-Manfa’ah (benefit
settlement contract), provided that the underlying asset and benefits
were clearly specified and final settlements were conducted at the end
of the investment period.

4. Discussion and Conclusion

The findings of this research demonstrate that the conceptual
framework of Future Flow Securitization can be effectively adapted to
an Islamic financial environment through the use of Manfa’at Sukuk.
By replacing conventional debt-based securitization structures with
asset-based Islamic contracts, it becomes possible to maintain the
economic functionality of FFS while ensuring compliance with Sharia
principles.

The proposed model offers several advantages for financing
upstream oil and gas projects in Iran. First, it enables the mobilization
of domestic capital market resources for large-scale energy
investments. Second, by securitizing predictable future revenues from
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oil production, the model reduces reliance on traditional bank
financing and government budgets. Third, the structure provides a
transparent and legally sound framework that aligns with both Islamic
jurisprudence and the regulatory environment of Iran’s capital market.

Furthermore, the integration of Manfa’at Sukuk with future oil
sales contracts creates a mechanism through which investors can
participate in the economic benefits generated by upstream oil
production while maintaining a clear contractual relationship with the
originator. This structure enhances investor confidence and promotes
broader participation in energy sector financing.

Despite its advantages, the study also acknowledges certain
limitations, particularly the limited availability of detailed historical
data regarding previous financing mechanisms used in Iran’s oil and
gas sector. Improved transparency and data accessibility from relevant
institutions could facilitate more comprehensive analyses and
contribute to the development of more advanced financing models in
future research.

In conclusion, the localization of Future Flow Securitization
through Manfa’at Sukuk represents a viable and innovative financing
solution for Iran’s upstream oil and gas industry. The proposed model
not only satisfies jurisprudential requirements but also provides a
practical framework for mobilizing capital and supporting the
long-term development of strategic energy resources. As such, it can
serve as a valuable reference for policymakers, financial institutions,
and energy sector stakeholders seeking to expand the use of Islamic
capital market instruments in large-scale infrastructure and energy
projects.

5. Keywords: Structured Finance; Islamic Financial Papers; Future
Flow Securitization (FFS); Islamic Project Finance; Upstream Oil and
Gas Financing.

6. JEL Classification: G23, G32, G24, P43, Q40, Q41.
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1. Structured Project and Corporate Finance
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3. Mexico' Telmax
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8. Originator
9. Special Purpose Vehicle
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10. Rating Agencies
11. Moody's

12. Standard & Poor's
13. Fitch
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14. Multi-Criteria Decision Making (MCDM)
15. Simple Additive Weighting (SAW)
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16. Purposive Sampling
17. Snowball Sampling
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Abstract

1. Introduction and Objective

The rapid expansion of financial technologies, digital assets, and
decentralized monetary systems has transformed the structure of
contemporary capital markets. Alongside these developments, new
forms of hidden, intangible, and non-transparent assets have emerged
that are often difficult to identify, evaluate, and regulate within
conventional financial and legal frameworks. These assets, referred to
in this study as “shadow (ghost) assets,” are increasingly associated
with informational asymmetry, hidden corporate practices,
speculative digital transactions, and ambiguous ownership structures.
In this context, Shadow (Invisible) Assets are defined as economic
resources, value-generating mechanisms, or hidden obligations that,
due to their off-balance-sheet nature and structural opacity, remain
undisclosed in formal financial reports and lack standardized
measurement criteria (Aldridge, 2023). Such conditions not only
influence financial transparency and market efficiency but also create
significant ethical and religious concerns among investors operating
within Islamic financial environments.
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In Islamic financial systems, investment decisions are not solely
based on economic rationality and profitability. Rather, they are
deeply intertwined with Shariah principles, ethical legitimacy,
spiritual ~ cognition, and perceptions of halal compliance.
Consequently, whenever financial activities become opaque,
speculative, or disconnected from recognized Islamic norms, investors
may experience uncertainty regarding the religious legitimacy of their
investments. This uncertainty can weaken what is conceptualized in
this study as “Shariah trust,” namely the degree to which investors
perceive investment activities as compliant with Islamic teachings,
jurisprudential principles, and ethical obligations.

Despite the growing literature on Islamic finance and digital
financial technologies, limited research has examined how the
emergence of shadow assets affects the cognitive and religious trust
structures of investors. Existing studies have primarily focused on
financial risk, technological innovation, cryptocurrency adoption, or
regulatory challenges, while the relationship between shadow asset
emergence and the erosion of Shariah trust has remained theoretically
fragmented and methodologically underexplored. Moreover, there is
a lack of integrated frameworks capable of combining qualitative
conceptualization with quantitative prioritization in order to explain
the multidimensional effects of shadow assets on religiously informed
investment behavior.

Accordingly, the primary objective of this study is to design a
multidimensional framework explaining the consequences of the
emergence of shadow assets and to evaluate their impact on the
violation or weakening of investors’ Shariah trust in the capital market.
To achieve this objective, the study combines grounded theory
methodology with intuitionistic fuzzy decision-making techniques in
order to both conceptualize the phenomenon and quantitatively
evaluate its dimensions. The research further seeks to identify the most
influential dimensions of shadow asset emergence and determine
which aspects of Shariah trust are most vulnerable under
technologically driven and informationally opaque market conditions.
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2. Methods and Materials
This study adopts a mixed-method exploratory design integrating
qualitative grounded theory analysis with quantitative intuitionistic
fuzzy evaluation techniques. The methodological rationale for
employing a mixed approach was based on the complexity and
multidimensionality of the phenomenon under investigation. Since
shadow assets represent an emerging and theoretically
underdeveloped concept within Islamic financial studies, an
exploratory qualitative phase was first required to construct an initial
theoretical framework. Subsequently, quantitative fuzzy methods
were employed to validate and prioritize the identified dimensions
under conditions of uncertainty and subjective judgment.

In the qualitative phase, data were collected through semi-
structured interviews with experts and specialists in the fields of
finance, Islamic economics, capital markets, accounting, and financial
technology. Purposeful and theoretical sampling techniques were
employed until theoretical saturation was achieved. A total of 13 in-
depth interviews were conducted. The interview data were analyzed
using grounded theory procedures involving open coding, axial
coding, and selective coding.

The coding process resulted in the extraction of 245 open codes,
which were subsequently categorized into six axial components and
three overarching structural categories. These categories formed the
basis of the proposed theoretical framework concerning the
consequences of shadow asset emergence in capital markets. The
qualitative analysis emphasized dimensions associated with digital
currency-based assets, hidden financial operations, informational
opacity, speculative transactions, and cognitive-religious uncertainty
among investors.

Following the qualitative phase, the reliability and generalizability
of the extracted dimensions were examined using the Fuzzy Delphi
Method (FDM). Experts evaluated the identified components through
linguistic scales transformed into triangular intuitionistic fuzzy
numbers. Dimensions that satisfied the required consensus threshold
were retained for the subsequent analysis. The Delphi process ensured
that only conceptually reliable and contextually relevant dimensions
entered the quantitative decision-making stage.
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In the final phase, the validated dimensions of shadow asset
emergence were integrated with standardized dimensions of
investors’ Shariah trust. To evaluate the relationships among these
dimensions and identify the most influential factors, an intuitionistic
fuzzy multi-criteria decision-making (MCDM) framework was
implemented using the fuzzy VIKOR approach. The selection of
VIKOR was based on comparative evaluations conducted through
Adaptive Neuro-Fuzzy Inference System (ANFIS) simulations and
cross-validation metrics, including Accuracy, Precision, Recall, F-
measure, and Mean Measure Criteria (MMC). Comparative analysis
indicated that the intuitionistic fuzzy VIKOR model provided superior
performance in handling discrepancies between real and fuzzy data
structures.

The analysis process involved pairwise comparisons, aggregation
of expert judgments, geometric averaging, consistency assessment,
determination of positive and negative ideal solutions, and
prioritization of dimensions based on compromise ranking indices.
Furthermore, consistency ratios were evaluated to ensure the
reliability of the fuzzy comparison matrices. Through this integrated
methodological framework, the study was able to bridge conceptual
theory development with advanced fuzzy decision-making analysis.

3. Research Findings

The findings of the qualitative phase revealed that the emergence of
shadow assets is a multidimensional phenomenon rooted in hidden
financial practices, technological transformations, and informational
asymmetries within capital markets. Analysis of the interviews
demonstrated that shadow assets are not limited to invisible
accounting items or unregistered financial resources; rather, they
represent broader mechanisms through which organizations may
generate concealed benefits, exploit technological ambiguities, and
create asymmetric access to economic opportunities.

The grounded theory analysis resulted in the identification of 245
open codes, six axial categories, and three major structural categories.
These categories collectively illustrated how shadow assets emerge
through technological complexity, non-transparent financial activities,
speculative digital transactions, and hidden profit-generation
mechanisms. Among the identified dimensions, digital currency-
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based asset outcomes emerged as the most prominent category
influencing investor perceptions and trust structures.

The quantitative findings confirmed the significance of these
dimensions within the context of Shariah trust evaluation. Results
obtained from the intuitionistic fuzzy VIKOR analysis indicated that
the dimension labeled “Digital Currency-Based Asset Outcomes (S1)”
was ranked as the most influential factor contributing to the
weakening of investors’ Shariah trust. This finding suggests that
cryptocurrency-related financial activities, due to their decentralized
nature, speculative volatility, and limited jurisprudential consensus,
generate substantial cognitive and ethical uncertainty among investors
committed to Islamic principles.

Furthermore, among the dimensions associated with Shariah trust,
the criterion “Perceived Compliance with the Principle of Shariah
Halal in Investment (W1)” demonstrated the highest level of
vulnerability and influence. In other words, investors” trust was most
strongly affected when they perceived ambiguity regarding the halal
legitimacy of investment activities. This result indicates that
religiously informed investment behavior is deeply dependent upon
subjective perceptions of ethical and jurisprudential conformity rather
than purely economic indicators.

The fuzzy evaluation process also demonstrated that investors’
perceptions are significantly shaped by hidden organizational
behaviors and non-transparent financial gains associated with
technologically advanced financial instruments. As companies
increasingly engage in digital financial operations that lack sufficient
transparency or clear Shariah governance, investors may experience
difficulties reconciling these activities with established Islamic
teachings regarding halal income, avoidance of gharar (uncertainty),
and prohibition of unjust enrichment.

Another important finding of the study concerns the cognitive
dimension of investment behavior. The results indicate that investors
rely not only on formal legal or financial analyses but also on
internalized spiritual cognition and previously learned religious
principles when evaluating investment legitimacy. Consequently,
when technological financial environments become excessively
ambiguous or disconnected from recognizable ethical standards,
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investors experience a decline in religious confidence and cognitive
certainty.

Overall, the findings highlight that the emergence of shadow assets
constitutes not merely a financial or technological issue but also a
socio-cognitive and ethical challenge that directly affects the
foundations of Shariah-oriented investment trust.

4. Discussion and Conclusion

The findings of this study demonstrate that the emergence of shadow
assets in modern capital markets has profound implications for
investors” Shariah trust, particularly within technologically driven
financial environments such as cryptocurrency markets. The study
contributes to the literature by proposing an integrated theoretical and
analytical framework capable of explaining how hidden financial
structures and digital asset mechanisms influence religiously
grounded investment perceptions.

One of the central conclusions of this research is that the violation
or weakening of Shariah trust is primarily rooted in cognitive
ambiguity rather than purely financial risk. Investors who adhere to
Islamic ethical principles evaluate investment opportunities not only
according to profitability but also according to perceived legitimacy,
transparency, and compliance with religious teachings. Therefore,
whenever financial systems become highly opaque, decentralized, or
insufficiently regulated, the cognitive balance between economic
rationality and spiritual assurance becomes disrupted.

The prominence of digital currency-based assets as the strongest
factor affecting Shariah trust reflects the broader tension between
rapid technological innovation and the slower evolution of
jurisprudential and regulatory frameworks. Although digital financial
technologies provide new opportunities for efficiency and economic
participation, they simultaneously create uncertainty regarding
ownership legitimacy, transactional transparency, speculative
behavior, and compliance with Islamic financial ethics.

The study also underscores the importance of perception in
shaping investor trust. The identified dominance of “perceived
compliance with halal investment principles” indicates that trust
formation in Islamic financial contexts is heavily influenced by
subjective ethical interpretation and spiritual cognition. Consequently,
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even technologically efficient financial systems may fail to achieve
investor confidence if they cannot provide sufficient religious
transparency and jurisprudential assurance.

From a practical perspective, the findings suggest the necessity of
establishing more comprehensive Shariah governance systems for
emerging financial technologies. Regulatory institutions, Islamic
financial authorities, and capital market policymakers should develop
updated jurisprudential frameworks specifically addressing
cryptocurrencies, blockchain-based assets, and digital financial
transactions. Specialized Shariah supervisory committees may also
play an essential role in reducing ambiguity and strengthening
investor confidence.

Furthermore, the development of Islamic fintech models
compatible with blockchain technologies could provide an effective
pathway toward integrating technological innovation with religious
legitimacy. Establishing Shariah certification mechanisms for digital
asset platforms, cryptocurrency exchanges, and fintech institutions
may contribute to greater transparency and reduce investors’ ethical
uncertainty.

In conclusion, this study demonstrates that shadow assets
represent not merely hidden economic phenomena but
multidimensional structures capable of influencing ethical cognition,
spiritual confidence, and investment legitimacy perceptions. By
integrating grounded theory with intuitionistic fuzzy decision-making
techniques, the research provides a comprehensive framework for
understanding the interaction between technological financial
developments and Shariah-oriented investor trust. The findings may
serve as a basis for future interdisciplinary studies at the intersection
of Islamic finance, behavioral finance, financial technology, and fuzzy
decision sciences.

5. Keywords: Shadow Assets; Shariah Trust; Spiritual Cognition;
Digital Currency; Intuitionistic Fuzzy VIKOR.

6. JEL Classification: G10, G23, G41
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10. The Australian Accounting Standards Board (AASB)
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34. Offshoring
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34. Threshold



d Ll )
Fro u',w D500 9 (8556 p0 Nl W30 [ .. (SoINky I (L6 SO Ty s 5l sl

G (A AT B 58 Uy A Sl (1) Jou=

Lt IAY SNVA L AR LAY | Dl 5ol e alls glaus]
Lt A VE | UAY | Al S e ol glau]
G s ol clansT
. el e 2126 s
LG VAV AN | Ad ] A =
sl gbaes s
. Glacily 5 e bls gladsl
LG v VY| VA | A <
ool
LG /Ay JAY | vAa | esas ~ i
S 3]
. 6‘}22-.4 :J...Ab s S1yls 6[.@.)\1&_).Tﬁ
b VAY VS| A | /e =
A 5

Slaair 51 a o di3b e Sk Sl edaliamsay akad islie 4 a5 L
5 Salln 03 5dmma 53 OT (53 5515 5 (5 ,00) ale slaalls (ol sl
S (635 (3B e (gl | Al e sl da <=l§).> Ol oo /Y AJL:.MTCEA);

SLasl by &S Sl (55,2 (356t OB Al Sl Sl Sy el L
slazel ioiaw Sbaobas Olaa b mor o Slaygome ((pV2YY) (oolge 5 I8 s
bl o Sl 8 A plajlee spd i 5 jasiie OISl o0
S o gl ok plulid slaadl e B pdopde b o pdy 4z ps o 5 62565

OIS A ko g (£ 5 Dol Sl sbmo (F) Jgoar

3 spled dhd Olge 4 3 D ol Cule; (055 f&}‘ﬁ

; B TTIL Shsl Gl

Skl ] o Cle 4y (18w 23 e 361 Lol b | \
' s D> \

6)‘.*54.:[#;«))

)M&)b&h.ﬂﬁﬁ))@‘w‘ qu" CJW[:A)Q @f‘:'




d L )
1FP-F b [FD by | iz oslods | i s Sl JPZ'L‘?‘;{ Fre

e bl 53 Sl e 5 L3l (e (L3S Sl mal
DB Sl 5Sss ol Al @Sl 4t
o= 3 03,5 S5l Bk s gk bl Oleabl L G sl

LS g s Jb glac e 4 ol (5 5 Geee slazel 5 ol

wé\&wﬂ@j&wQ((J}))L}J‘Qlﬁjcjfzrlgﬁ")é
23 0l Gl e pande Aol 2 s Sl
e N S O S L NE VR KL Py
3 Slinn L) 53 o STol GUlail ol 03,5 e 8 sl | b Sl G
Ls)\ﬁd‘ib)‘”);)}éJ)’ﬁr”g}“"t}‘a’d):gf—%’ﬂLbﬂd Ls)‘-g“—ibﬂ\):
ekl 05k 5 S sk 4 LISkl oS s A8 e L
c@T c.LiL.v agi ‘_g)\_xfm”uﬂ A .b”\fi 9 G@Lﬁ an.i.wi‘) LC,.:ALA
Cﬂ.ﬁf A.fc.f& JJ.G) ol J.,ol;- éb;\ él,.k.n\ S oL Q‘}Jd,a

sl 0 ds3 8
)r\_‘,ﬂ\)J 6)&}) Q‘);C«A;.((Ula.?l) JAﬁ‘ Cﬁl&) cu.p).& 6&}‘)5
&éi&budﬁud‘)}w\JS&S))JALS)}}Q@‘)AJ&}M

. . LSl Gk
o podse 5 (w2500 Jar pdialen) Ll
- o A ol | T
osls ials | Sl O ol 53 sl .o (ool abe ) )
SIS gl

s pilse b llas dales oS e o Oluabl SIS0l 4
Aol 1y slaxel ¢ Jlax| glacin s 5 sy 51 a1 plcl
Ol 3 Blas 5 LolS Sy camad 53 . AS o o sE (ISl

sl zo Lol oS 5 5 0184l e o5 slazel b L e (slajlas (s L
2lh (53580 (536 ot () (sl ains el la o lls L peb slad (5 g0
‘ij 403 )8 o jlas s L§f§p~‘-¢7 Sas ooy 0,0y 53 S gy opl 25 e



Fry ﬁﬁfa 593 3.8 50 Ao Gl | .o ottty 31 5 Sl Ty 9 sl 1ol
(529235 ol SA s 5le Sl o la L3l &S 050 o 4 5 S0 placiabse o
2,8 o Do) SO s 51 lacs, LB s
Lo Slmahda due 51 ool ga563 56 s (Soluesly o5t 5 slE
S8 0l s Bl A0l Ol Dol8 ka0 5 et e 1 (S5 slad ke
3lie 3o iy 5 A3l (sl Bl 5 Jamme 3 o (sl oS il 1l el
by e aalii ol SU5 Gla ol b a5 el anglde OG5 L
ol b e b LB 5 ) oS e S elil 2 g3568 530 oo

PR &l anlsl 55 eslaial 55 50 olie el

g dlusl 9 (536 SO G whie (0) Jgua

Yo \ v N v q S 033
O3
Yo Y ias V08 VA \ ?
6\)[.\:‘.9‘
Yo oo | v oo VO VAYD | b 0

(Lo sbaasl) e

57k 55l Obe SIS sl dae )l S a4l paras (slalal sl
Sl 50 s 53 ) s OISl O o Sl sltel e L ool T (50 25
sabe glagbls ol slaanly Jold — rass ole slabes 51 S a
OB S es lie cosmlr cnl 5 s S aalp — OISl oS slazed
30 (©) Jsr 55 o2l b b llas 1y Ls 55 ool U Jad e (sla ulidies =
ke polie 4 Sbj gbeesls s 5l el o pl (s 2 sl 13 L5
R PR -3 FCRIP-R PTG Lopllas &y smas (551

35. Real Value
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41. Cumulative Fuzzy AHP Matrix
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Abstract

1. Introduction and Objective

The value of investment portfolios held by investment funds, as well
as banks’ loan portfolios, is affected by fluctuations in interest rates.
Therefore, managing interest rate risk is essential in this regard.
Globally, financial institutions operating in money and capital markets
utilize interest rate futures contracts to hedge against interest rate
volatility. In Islamic capital markets, however, the concept of “interest”
does not exist; instead, the relevant concept is the “rate of return” or
“profit rate.” Since, within Islamic capital markets, a rate itself is not
considered a tradable asset possessing intrinsic proprietary value
(maliyya), entering into futures contracts based directly on a rate is
prohibited. Consequently, conventional interest rate futures cannot be
employed on profit rates in Islamic finance.

The central question of this research is therefore: What alternative
instrument can be proposed, within the framework of Imamiyyah (Ja’fari)
jurisprudence, for managing profit-rate risk in Islamic financial markets
(including both Islamic capital markets and Islamic banking)?

2. Methods and Materials

This study employs juristic (figh-based) reasoning and analysis. In
order to validate the proposed solution, the focus group method was
utilized. The focus group consisted of twelve experts from diverse
fields, including finance, risk management, Islamic finance, and
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Islamic commercial jurisprudence (figh al-mu’amalat). The
participants included members of specialized Shariah committees,

members of the Capital Market Expert Working Group of the
Securities and Exchange Organization, and researchers in finance and
Islamic finance.

3. Research Findings

Given that the yield rate on Islamic Treasury Securities (Sukuk al-
Khazanah al-Islamiyyah; Akhza) may be regarded as the risk-free rate
within Iran’s economy, a futures contract based on a basket of Islamic
Treasury Securities traded in the Iranian capital market can, to a
significant extent, replicate the economic function of a risk-free profit-
rate futures instrument.

4. Discussion and Conclusion

Financial institutions —including both capital market institutions and
banks —may utilize futures contracts based on a basket of Islamic
Treasury Securities in order to hedge against fluctuations in profit rates
in Iran. The focus group, while emphasizing compliance with the
operational requirements governing the use of this instrument,
approved the proposed solution from a Shariah perspective. These

requirements are as follows:
1) The inclusion of such securities as the underlying asset in a
futures contract is permissible from a Shariah standpoint.

However, stipulating the delivery of a different Islamic
Treasury Security in place of the originally specified
underlying asset is not considered Shariah-compliant.

Nevertheless, where delivery of the specified security is not

feasible at maturity, cash settlement —subject to terms agreed

upon in advance by the parties —is permissible. Furthermore,

the Shariah considerations applicable to equity basket futures

contracts must also be observed. These include:

e the structure being based on reciprocal exchange and the
trading of mutual obligations;

e the permissibility of cash settlement at maturity upon
mutual agreement;
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e the ability to physically deliver the underlying basket at
maturity;

e the wvalidity of contractual agreements regarding
adjustment of the traded underlying basket in the event of
changes to the composition of the reference basket;

e the wvalidity of contractual provisions allowing cash
settlement in the event that trading in some components of
the underlying basket is suspended in accordance with the
regulations of the Securities and Exchange Organization;
and

e the validity of contractual provisions governing cash
settlement of fractional quantities (if any) within the
underlying basket at maturity.

2) It is necessary that the Islamic Treasury Securities constituting
the basket be selected in such a manner that physical delivery
of the securities remains feasible upon maturity of the futures
contract.

5. Keywords: Profit Rate Risk; Hedging, Futures Contract; Islamic
Capital Market; Islamic Banking; Islamic Treasury Bills.

6. JEL Classification: G13; G32; Z12
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