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Abstract: Zakat, a fundamental pillar of Islamic economics, mandates the redistribution of
wealth from the affluent to the disadvantaged, contingent upon specific conditions met by every
Muslim. In the realm of business, discussions surrounding zakat reveal critical challenges
arising from conventional business frameworks and accounting norms. Assets, pivotal element
in financial statements, serve as key elements in zakat computations. This paper delves into the
Islamic perspective on assets, the application of accounting standards, and the role of Maqgasid
Shariah in zakat practices within business contexts. The analysis highlights the imperative of
understanding asset concepts in zakat computations and integrating Magqasid Shariah into
Islamic economic principles. It advocates for a reassessment of asset accounting methods for
zakat, tailored to its unique objectives and requirements. By refining interpretations and
adopting robust accounting practices, zakat governance stands poised for enhanced efficiency
and effectiveness.
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Introduction

Zakat, a key pillar of Islamic economics, requires wealth to be redistributed from the wealthy
to the less fortunate, provided certain conditions are met by each Muslim. This system of wealth
redistribution helps mitigate economic disparities within society. Beyond its economic impact,
zakat nurtures a profound sense of selflessness and enhances awareness of the needs within the
community.

One means of generating and accumulating wealth is through economic activities, particularly
business. However, the wealth generated through business activity does not solely belong to the
business. Through business zakat, entities are required to allocate a portion of their wealth to
support the less fortunate, specifically the asnaf.

Among the challenges in business zakat is to determine which categories of assets that should
be subject to zakat, also known as zakatable asset (Abdul Kadir & Abdullah, 2019). In a
business context, these assets typically include inventory and accounts receivable. Additionally,
issues related to asset valuation must be conducted fairly, reflecting current market values while
remaining in accordance with Shariah principles. Shariah compliance aims to ensure that the
process of determining and calculating assets for business zakat adheres to Shariah principles.
This includes ensuring that the assets subject to zakat are legitimate from a Shariah perspective
and that the calculations are conducted fairly and transparently.

Such issues become increasingly challenging with the diversity and differences in the views of
various Islamic schools of thought regarding the types, classification and valuation of assets.
This leads to confusion among business owners about the most appropriate and suitable
practices. Furthermore, there may be difficulties in achieving widespread acceptance of asset
determination methods for business zakat, particularly in the context of the modern economy
and the various types of businesses that have emerged today. The emergence of various forms
of operations and business activities has made corporate record-keeping systems more
challenging, requiring financial statement preparers to remain constantly vigilant to changes in
regulations and business laws (Awwad, Alkababji & Razia, 2024; Lakshan, Low & de Villiers,
2022; Rijanto, 2024). Solutions to these issues require ongoing research and collaboration
between scholars, Islamic economic experts, and the business community to develop
comprehensive and practical guidelines.

Assets in Islam
The Islamic perspective on assets (the term asset and property will be used interchangeably in
this article) is clearly articulated in the Quran. Ahmad and Ibrahim (2006) note that the three
fundamental principles concerning property in the Quran include: (1) Allah is the true owner of
all property; (2) human beings are entrusted as caliphs to administer and fulfil their
responsibilities regarding property, and (3) property is seen not merely as a source of wealth
but also as a means or a way to perform good deeds and contribute positively to society.

According to Ahmad and Ibrahim (2006), the characteristics of property are: (i) it can be
controlled or possessed and provides direct benefits, and (i1) it can be controlled (even if not
directly) and provides benefits. Furthermore, they state that something is not considered
property if: (1) it cannot be controlled even though it provides benefits, such as oxygen, (ii) it
can be controlled but does not provide any benefit or (iii) it can be controlled but is prohibited
by Islamic law, such as carcass.
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Based on the characteristics of property outlined above, every element within the earth and the
universe is under the absolute ownership of Allah, while human beings are entrusted as caliphs
with the responsibility to manage and administer these properties with wisdom. This
responsibility must be executed with care and diligence, emphasizing that property should be
managed with honesty, accountability, and integrity. Crucially, the management of property
must adhere to Islamic law and be utilized in permissible ways.

Ahmad and Ibrahim (2006) further clarify that the distinction between property from the
perspective of Islamic law and civil law lies in compliance with Shariah. It is contrasts with
civil law, which asserts that property initially has no owner, and individuals acquire absolute
ownership through activities as long as these activities do not violate human-made laws. This
fundamental difference underpins the concept that in Islam, Allah SWT is the true owner of
property, while human beings are merely representatives entrusted with its management
according to Shariah principles. In conclusion, Ahmad and Ibrahim (2006) state that under
Islamic law, property is something that can be controlled or possessed, provides benefits, is
lawful, holds value, and is desirable for human acquisition.

Assets and Business Zakat
Financial Accounting Standard No. 9 (FAS 9), issued by the Accounting and Auditing
Organization for Islamic Financial Institutions (AAOIFI) outlines specific conditions for zakat
on business assets. According to FAS 9, the requirements for zakat on traded assets are as
follows:

a) Business activity: Trade assets must be acquired through purchase, exchange, or debt
settlement. Assets obtained through inheritance or donation are not considered trade assets.

b) Intention to trade: There must be an intention to trade or sell the asset immediately upon
acquisition. Assets acquired for use as fixed assets are not subject to zakat. If a fixed asset is
later converted into a trading item, zakat must be paid on the cash proceeds if the nisab
(minimum threshold) is reached and the cash remains at the end of the financial year. However,
assets initially acquired for trade but later converted into fixed assets are no longer considered
trade assets.

Business zakat calculation
Specifically, there are two methods for calculating zakat for businesses. According to the
Manual Pengurusan Pengiraan Zakat (MPPZ, 2008) published by the Department of Waqf,
Zakat, and Hajj (JAWHAR), the applicable methods are working capital and growing capital

The formulas for both methods are as follows:

1. Working capital method:
[(Current Assets — Current Liabilities) +/- Adjustments] x % of Muslim Share Ownership x
2.5%.

11. Growing capital method:
[(Owner’s Equity + Long-term Liabilities — Fixed Assets — Non-current Assets) +/-
Adjustments] x % of Muslim Share Ownership x 2.5%.
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Based on the methods outlined above, the asset element is one of the most critical factors in
determining zakat. Therefore, understanding and applying the asset calculation must be done
meticulously to ensure that the business zakat amount is accurate and complies with the
established requirements.

Accounting treatment
FAS 9 also states that zakat is obligatory on accounts receivable recognized by debtors who can
pay them. Zakat is also required if a debtor refuses to acknowledge the receivable but there is
evidence that it is owed and collectible. Furthermore, according to FAS 9, for other types of
assets, the funds subject to zakat are recognized and measured by calculating the nisab,
depending on the nature and type of the assets, whether cash, livestock, agricultural produce,
trading goods, or otherwise.

For asset valuation purposes, FAS 9 stipulates that trading assets should be valued for zakat
purposes at their selling market price (equivalent cash value), rather than at historical cost. In
addition, zakat is levied at a rate of 2.5% when calculated based on the lunar calendar, and at
2.5775% if based on the solar calendar.

Meanwhile, according to the Malaysian Accounting Standards Board (MASB) through
Technical Release i-1 (TR i-1), the basis for zakat is the net adjusted amount of assets and
liabilities used in or derived from business activities. The term "zakat assets and liabilities"
refers to assets and liabilities as defined by MASB. The Conceptual Framework for Financial
Reporting, issued by the International Accounting Standards Board and adopted by MASB,
defines an asset as:

"An asset is a present economic resource controlled by the entity as a result of past
events."

In line with the guidelines provided by TR i-1, for the purpose of asset valuation, entities should
measure zakat assets and liabilities using the same basis of measurement as applied in the
preparation of their financial statements.

According to FAS 9, the disclosure requirements within the context of Islamic financial
institutions include:
- The method used to determine the zakat base and the items included in determining the
zakat base.
- The Islamic bank’s Shariah supervisory board's rulings regarding zakat-related issues.
- Whether the Islamic bank, as a parent company, pays its share of zakat obligations within
its subsidiaries.
- If the Islamic bank does not pay zakat, a disclosure must be made in the notes regarding
the amount of zakat that needs to be paid.
- A statement of the amount of zakat payable from the equity of investment account holders.
- Whether the Islamic bank collects and pays zakat on behalf of investment account holders
and other accounts.
- Restrictions set by the Islamic bank's Shariah board in establishing the zakat base.
- The disclosure requirements in Financial Accounting Standard No. (1): Presentation and
General Disclosure in the Financial Statements for Islamic Banks and Financial Institutions
must be adhered to.
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In accordance with TR i-1, regarding the presentation of financial statements, the zakat amount
must be presented as a separate line item on the face of the income statement. For the purpose
of disclosure in the financial statements, an entity is required to include the following
information in the accompanying notes:

(a) The method employed to determine the zakat base;

(b) The entity's obligation concerning the payment of business zakat; and

(c) The primary components of zakat, which may encompass: (i) current zakat
expenses; (i1) zakat payments; (iii) zakat liabilities; and (iv) any adjustments made in the current
zakat period for prior periods.

Interestingly, the MASB holds a distinct perspective regarding FAS 9. MASB asserts that FAS
9 is not suitable in the Malaysian context because: (a) the specified accounting treatment is
specifically tailored for use by Islamic financial institutions that also serve as zakat collectors
and distributors; and (b) the specified accounting treatment may be in conflict with Malaysian
legislation.

Magqasid Shariah — preservation of wealth

The Shariah principles underlying the determination of business assets for zakat purposes
involve several key considerations. In considering the Shariah requirements related to assets
and business zakat, the concept of Maqgasid Shariah can be regarded as a guide and reference.
This concept, among other things, emphasizes the importance of safeguarding wealth—
ensuring that assets are well-maintained and avoiding any actions that could harm or bring
detriment to these assets, such as embezzlement or fraud (Zailani, Satar & Zakaria, 2022).
Furthermore, wealth should not circulate solely within a particular group but should be
channeled to those in need through zakat activities. Hence, by calculating and classifying assets
based on the spirit and concept of Magasid Shariah, the concept of assets for business zakat
purposes will be perceived as more equitable and balanced, ultimately fulfilling the objectives
of zakat as prescribed by Islamic law. This principle establishes zakat as a mechanism capable
of lifting individuals out of poverty while simultaneously strengthening the Islamic economic
system (Mohd Noh, 2022).

To that end, several factors must be considered in the determination of assets to be subjected to
zakat. Firstly, full and complete ownership is essential, meaning that the assets must be entirely
owned by the proprietor without any restrictions. This implies that the assets are under the full
control and ownership of the business owner. Also, only productive assets are subject to zakat,
requiring that they be capable of generating income or appreciating in value over time. This
includes assets that have the potential to yield returns or increase in value. In addition, the
concept of nisab is crucial, where the value of the assets must exceed a minimum threshold for
zakat to be applicable. The nisab for business zakat is typically equivalent to the value of 85
grams of gold. Another important principle is the requirement that the assets must have been
owned for a certain period, which is completion of a period of one year (haul). Furthermore,
assets directly involved in the business's operations, such as inventory, are subject to zakat.
However, fixed assets that are not generally used in the day-to-day operations are usually
exempt. Apart from that, the valuation of asset should be fair and accurately reflect the true
market value of the assets. Additionally, the principles of justice and fairness must be applied
in all aspects of asset determination and zakat calculation. Every step must be carried out
transparently and equitably, ensuring that no bias or injustice occurs.
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Zakat governance

Zakat governance and business zakat practices play a crucial role in ensuring transparency and
accountability in financial reporting. The inclusion of zakat assets in financial statements is
particularly significant in upholding good zakat governance. By clearly recording zakat assets
within the financial statement, it demonstrates entity’s commitment to fulfilling their zakat
obligations. This transparency allows management, shareholders, and other stakeholders to
monitor how zakat is calculated and paid. The practice of transparency will foster a more open
organizational management and facilitate users' understanding and trust of financial statements
(Langella, Anessi-Pessina, Botica Redmayne & Sicilia, 2023; Rajabalizadeh, 2025).

Financial statements that include zakat assets can be audited, ensuring that zakat is accurately
calculated and distributed, thereby enhancing good zakat governance practice. Accurate
recording of zakat assets in financial statements also ensures that the correct amount of zakat is
paid, reducing the risk of underpayment or overpayment. Thus, it can reduce the risk of fraud
related to zakat. Moreover, various issues concerning zakat misgovernance are frequently
highlighted in the mass media and have become a central focus of zakat research (Wahb, 2023;
Wahyuni-TD, Haron & Fernando, 2021). Furthermore, recording zakat in financial statements
aids businesses in long-term financial planning. By knowing the amount of zakat that needs to
be paid, businesses can better plan their cash flow and make more informed investment
decisions. Moreover, transparency and accountability in zakat management can enhance a
business's reputation and build trust among the public and customers. Businesses that are
transparent and responsible in their zakat practices are often viewed more favorably by society,
which can boost their reputation. Further, reporting zakat assets in financial statements indicates
a business's commitment to its social responsibilities. This aligns with Islamic business
principles, which emphasize the welfare of society through the equitable distribution of wealth.
By taking their social responsibilities seriously, businesses contribute to the overall well-being
of the community, thereby fulfilling their corporate social responsibility and supporting the
welfare of the community.

Conclusion

The concept of assets and accounting standards in zakat governance is integral to promoting
transparency and accountability within Islamic financial systems. By effectively defining and
reporting assets eligible for zakat, businesses and individuals ensure that zakat obligations are
met in a manner consistent with Islamic principles. Adopting standardized accounting practices
enhances the uniformity in zakat determination, mitigates risks of underpayment or
misallocation, and strengthens trust among stakeholders. Furthermore, transparency in zakat
reporting fosters public confidence in the equitable distribution of wealth, contributing to social
justice and economic stability. As such, the integration of robust accounting standards and clear
asset management practices within zakat governance not only fulfils religious obligations but
also reinforces the ethical foundations of Islamic finance, promoting a more just and balanced
socio-economic environment.

Acknowledgements

This manuscript is part of a study on Asas Pertimbangan Syarak Dalam Penentuan Jenis Aset
Dalam Penyata Kewangan Bagi Tujuan Taksiran Zakat Perniagaan supported by Lembaga
Zakat Negeri Kedah (LZNK) (Kod S/O 21319). We would like to thank LZNK, Universiti Utara
Malaysia, Research Management Centre and all parties that contributed to making this research
project feasible.

Copyright © Academic Inspired Network 125 This work is licensed under
- All rights reserved CCBY 4.0


https://creativecommons.org/licenses/by/4.0/?ref=chooser-v1

Volume: 10 Issues: 61 [June, 2025] pp. 120 - 126

International Journal of Accounting, Finance and Business (IJAFB)
eISSN: 0128-1844

Journal website: www.academicinspired.com/ijafb

ACADEMIC

mﬁ_wongil() DOI: 10.55573/1JAFB.106109

References

Abdul Kadir, M. R., & Abdullah, A. Z. (2019). Management of Accounting for Business Zakat
Practices in Malaysia: A Closer Look. International Journal of Academic Research in
Business and Social Sciences, 9(11), 894-906. doi: 10.6007/IJARBSS/v9-111/6608

Ahmad, Y. & Ibrahim, H. I. A. (2006). Konsep Harta Menurut Perspektif Undang-Undang
Islam Dan Undang-Undang Sivil: Satu Tinjauan. MALIM: Jurnal Pengajian Umum Asia
Tenggara, 7, 123-138.

Awwad, B.S., Alkababji, M.W., & Razia, B.S. (2024). Artificial intelligence and the quality
of accounting information in Palestinian industrial companies. Journal of Financial
Reporting and Accounting, Vol. ahead-of-print No. ahead-of-
print. https://doi.org/10.1108/JFRA-07-2024-0417

Financial Accounting Standard No. (9) Zakah. Accounting and Auditing Organization for
Islamic Financial Institutions.

Financial Reporting Standard 101 Presentation of Financial Statement (2009), Malaysian
Accounting Standards Board.

Lakshan, A.M.L., Low, M., & de Villiers, C. (2022). Challenges of, and Techniques for,
Materiality Determination of Non-Financial Information Used by Integrated Report
Preparers. Meditari Accountancy Research, 30 (3), 626-
660. https://doi.org/10.1108/ MEDAR-11-2020-1107.

Malaysian Accounting Standards Board (2006), Technical Release i-1, Accounting for Zakat
on Business.

Langella, C., Anessi-Pessina, E., Botica Redmayne, N., & Sicilia, M. (2023). Financial
Reporting Transparency, Citizens' Understanding, and Public Participation: A Survey
Experiment Study. Public Administration, 101(2), 584-603.
https://doi.org/10.1111/padm.12804

Manual Pengurusan Pengiraan Zakat (2008). Jabatan Wakaf, Zakat dan Haji (JAWHAR).
Jabatan Perdana Menteri Kuala Lumpur.

Mohd Noh, M. S. M. (2022). Economic Sustainability from Maqasid Al-Shariah Perspective in
IR 4.0 Era. Al-Basirah Journal, 12(2), 153—165. doi: 10.22452/basirah.vol12no02.11.
Rajabalizadeh, J. (2025). Corporate Culture's Influence on the Transparency of Financial
Reporting in Iran: An In-Depth Analysis of Readability and Tone. Journal of Applied

Accounting Research, 26 (6), 47-85. https://doi.org/10.1108/JAAR-02-2024-0074

Rijanto, A. (2024). Blockchain Technology Roles to Overcome Accounting, Accountability
and Assurance Barriers in Supply Chain Finance. Asian Review of Accounting, 32 (5), 728-
758. https://doi.org/10.1108/ARA-03-2023-0090

Wahb, Y. A. (2023). The Use and Misuse of Zakah Funds by Religious Institutions in North
America. Religions, 14(2), 164. https://doi.org/10.3390/rel14020164.

Wahyuni-TD, I. S., Haron, H., & Fernando, Y. (2021). The Effects of Good Governance and
Fraud Prevention on Performance of the Zakat Institutions in Indonesia: A Shari‘ah
Forensic Accounting Perspective. International Journal of Islamic and Middle Eastern
Finance and Management. 14(4), 692-712. https://doi.org/10.1108/IMEFM-03-2019-
0089

Zailani, M. N., Satar, N. M., & Zakaria, R. H. (2022). A Review of Indicators for the
Preservation of Wealth (Hifz al-Mal) Based on Maqasid al-Shariah. Journal of Islamic
Philanthropy & Social Finance (JIPSF), 4(1), 23-29. doi:10.24191/JIPSF/v4n12022 23-
29.

Copyright © Academic Inspired Network 126 This work is licensed under
- All rights reserved CCBY 4.0


https://creativecommons.org/licenses/by/4.0/?ref=chooser-v1
https://www.emerald.com/insight/search?q=Bahaa%20Subhi%20Awwad
https://www.emerald.com/insight/search?q=Majdi%20Wael%20Alkababji
https://www.emerald.com/insight/search?q=Bahaa%20Subhi%20Razia
https://www.emerald.com/insight/publication/issn/1985-2517
https://www.emerald.com/insight/publication/issn/1985-2517
https://doi.org/10.1108/JFRA-07-2024-0417
https://www.emerald.com/insight/search?q=A.M.I.%20Lakshan
https://www.emerald.com/insight/search?q=Mary%20Low
https://www.emerald.com/insight/search?q=Charl%20de%20Villiers
https://www.emerald.com/insight/publication/issn/2049-372X
https://doi.org/10.1108/MEDAR-11-2020-1107
https://doi.org/10.1111/padm.12804
https://doi.org/10.22452/basirah.vol12no2.11
https://www.emerald.com/insight/search?q=Javad%20Rajabalizadeh
https://www.emerald.com/insight/publication/issn/0967-5426
https://www.emerald.com/insight/publication/issn/0967-5426
https://doi.org/10.1108/JAAR-02-2024-0074
https://www.emerald.com/insight/search?q=Arief%20Rijanto
https://www.emerald.com/insight/publication/issn/1321-7348
https://doi.org/10.1108/ARA-03-2023-0090
https://doi.org/10.3390/rel14020164
http://dx.doi.org/10.24191/JIPSF/v4n12022_23-29
http://dx.doi.org/10.24191/JIPSF/v4n12022_23-29

