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AHHomayus. Xo3upau KyHOA UCAOM MOAUSL MU3UMU HAOAA PUBONXCAAHUG 6opaémeaH coxasapdaH 6upudup. Huiiab
yukapuw 6a madeupKopAUKHU MoAusAqaumupuw modeaiapudad 6upu cudamuda canam WAPMHOMAAAPUIAH KeHe
dotidaranuw  amaautl sxapaéuaapoaH 6upu cudamuda Kyasamuamorkda. Makoaada caaam ea napasaen caaam
WapmHoMaaapuHUH2 X03upau KyH0az2u axamusimu, yAapHUHe y3uaa xoc xycycusimaapu 6aéH amuazaH. Caaam wapmHoMacuHuHz
wapmaapu, yAapHu 6y3uauwuza oaub Kejaysuu xammu-xapakam/aap épumub 6epuseaH. LllyHuHzdek, caaam onepayusaapuoa
103020 KeAuwu MyMKUH 6Y120H pUCKAAp, YAAPHUHE Mypaapu 8a yAApHU 010UHU oUW 6yliuva amaiea owupuaaduead uwaapaa
xam ypry 6epuseaH. Canam wWaApMHOMACUHUHZ HAPX Y32apuwiued mascupu maxaua KuiauHmeaH. Xysocada 6aHKaap yvyH 6y
wapmuoma mypudaH $olidaraHUWHUH2 UKXCO6ULl Hcuxamaapu acocaab 6epuieaH.

Kaaum cyzaap: canam, napaanen canam, wapmuoma, 6aHK, onepayusi, UcJA0M UKmucoouému, Hapx, puck.

NPUMEHEHUE KOHTPAKTOB «CAJIAM» B KAYECTBE ®MUHAHCOBOM
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AHHomayus. Ha cezo0HsswHull deHb ucaamckas @UHAHCO8As cucmema s8/5emcst 00HUM U3 6YPHO pa3eu8arujuxcs
HanpasieHull. B kayecmee 00H020 U3 npakmu4eckux npoyeccos Ucno/1b3yemcst WUPOKoe UCno/1b308aHue 002080p08 caAaM KAK
00HOU u3 Modesell puHaHcuposaHusi npouzgodcmea u npeonpuHumameabcmed. B cmambe onucvigaemcss cospeMeHHoe
3HayeHue 002080p08 CAAAM U hapaaienbHblll canram, ux ocobeHHocmu. Packpwiearomcs ycaosus dozosopa casam, delicmausi,
npugedwue k ux HapyweHutr. Takdce noduepkusaromcsi pucku, Komopbvle Mo2ym 603HUKHYMb Npu onepayusx, ux euodvl U
delicmsus, komopbwle Heob6x00uMo npednpuHamMbs 015 UX npedomepaujeHus. AHaausupyemcs sausiHue koHmpakma «Caaam» Ha
uUsMeHeHue yeH. B 3akatoueHuu 060CHO8bIBAIMCSI NOA0NCUMENbHbIE CMOPOHBI UCN0/1b308aAHUSI 0AHHO20 8uda dozoeopa 03
6aHKo8.
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Abstract. Today, the Islamic financial system is one of the intensively developing areas. As one of the practical processes,
the widespread use of salam contracts as one of the models for financing production and entrepreneurship is used. The article
describes the modern meaning of the salam and parallel salam contracts, as well as their features. The terms of the salam contract
and the actions that led to their violation were revealed. Emphasis is also placed on the risks that may arise during operations with
salam, their types and actions that need to be taken to prevent them. The influence of the salam contract on price changes was
analyzed. The conclusion explains the positive aspects of using this type of contract for banks.
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Introduction. Nowadays, the Islamic financial ~commercial instruments are used as the basis of

industry is one of the rapidly increasing in the world
and includes innovative financing mechanisms. The
assets of more than 1,500 Islamic financial
institutions operating in different countries of the
world amount to 2.5 trillion US dollars [3, 3]. Islamic
banks are engaged in the construction of facilities,
supply of equipment, goods or raw materials or lease
them at the request of the client. Most notably,

Islamic financing. Salam has great potential to
become one of the most important forms of financing
and investment in Islamic banking even at the state
level, especially with its potential to be applied to
various agricultural, service and industrial sectors.
Salam trade can be used to finance short, medium
and long term economic activities.
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Today, the salam trade is used by many
entrepreneurs as a financing model. Classic Salam
includes a number of risks, such as not delivering the
item purchased by the customer on time, not even
delivering the original, or not delivering what was
agreed upon. This creates an obligation to seek
precautions and methods to manage and reduce
these risks as much as possible in order to expand
the use of salam. Classic salam trading is a form of
financing small farmers and traders.

Literature analysis. In addition, forms of
trade such as salam are being studied by Islamic
scholars and economists. Salam and its features have
been widely studied in the works of such scientists
as M. Taki Usmani, M. Ayyub, Abd As-Sattor Abu
Gudda, E. A. Baidaulet. Also, trade in the Islamic
economy, its types, trading instruments has been
studied comprehensively by specialists of our
country. M. Usmani in his work defined salam as a
type of sale in which the seller undertakes to deliver
a specific commodity to the buyer in return for a
lump sum prepayment [18,1].

Visser believed that the salam is a loan made
by buyer trough making a prepayment for the goods
at the expense of delaying the delivery of the goods
[8,54]. Bekkin defined that salam is a lump sum
financing, where one party gives the other party a
certain amount equal to the value of the goods, and
in turn, undertakes the obligation to deliver goods
within a certain period of time, according to the
detailed list approved by the parties [11, 72]. It is
said that Salam is a type of trade that represents the
purchase with lump sum payment [12, 117]. Salam
is, “to pay at present a price for a well-defined
commodity that remains a liability on its seller until
he delivers it at a definite future time” [19, 65]. In our
opinion, salam is a type of trade that is beneficial to
both the seller and the buyer, includes social
protection, and the buyer pays the agreed value of
the goods to the seller in advance and receives the
goods in a certain period of time.

Research methodology. It is well-known that
there is always risk in economic and financial
transactions. The requirement that these transact-
tions should be conducted away from garar (fraud,
excessive risk, extortion) and maysar (gambling) is
one of the main requirements for minimizing risk in
financial transactions. In the Islamic economy, there
are many types of financial contracts, such as salam,
istisna, murabaha, istijrar, as an alternative to deri-
vative financial instruments such as forwards, futu-
res and options in the traditional financial system. It
is known that in the traditional economy, futures
contracts are useful risk reduction tools, since they
are highly liquid instruments that can be concluded
or liquidated at any time. Salam is also one of the
ancient forms of a forward contract, in which, accor-
ding to the rule, the price of the specified goods is

given at the time of conclusion of the contract, and
the goods are delivered later. Salam is a delayed
delivery contract that was originally allowed in the
time of the Prophet to facilitate the trade of farmers
waiting for the harvest. Later, salam was used in the
production of products that can be found as raw
materials and substitutes in the modern economy.

“Salam” and “salaf” were used in the literature
as synonyms to describe a contract for the future
delivery of the specified goods with a prepayment of
the price. Literally, the word “salam” is synonymous
with the word “salaf” and means to lend money [9,
1]. This is the opposite of Bay'mujjal, where goods
are delivered to the buyer in advance and the agreed
price is paid on a set date in the future. The words
“salaf” or “taslif’ directly mean an “advance
payment” and, as a rule, a contract is considered to
be a contract providing that the future delivered
goods will become the seller’s debt, provided that
the price is paid within the contract term, and not
some useless debt [10, 3].

Therefore, salam is a contract under which
two parties conclude a contract for the purchase and
sale of goods with delivery in the future, and at the
time of signing the contract, the price of the goods is
paid in cash. This is a type of sale in which the
delivery of the product itself is carried out on the
spot during the payment. It is also known as bai salaf
or bai mafalis. Salam is a type of sale in which the
seller undertakes to deliver certain goods to the
buyer in the future at a fully paid price. The buyer is
called “rab al-salam”, the seller is “muslam ilayh”, the
cash price is “rasul”, and the purchased goods are
“muslam fih”. It can also be distinguished as a
contract similar to derivatives, such as the sale of a
salam contract.

Analysis and discussion of results. Salam is
profitable to both the buyer and the seller, because it
is based on the real needs of the business. The seller
receives the necessary money in advance in
exchange for the obligation to deliver the goods at a
later date. Thus, he makes a profit from salam tra-
ding, covering personal expenses or cash/liquidity
needs for production or trading activities. The buyer
receives the product that he plans to trade at the
time when he decides. In this case, as a rule, also
benefit from lower prices, the salam price will be
lower than the market price. Thus, itis also protected
from price fluctuations. It is considered necessary to
comply with a number of conditions when
implementing the salam contract (table 1).

In case of non-fulfillment of the contract, the
fine cannot be specified in the contract.

At the moment, the following differences can
be noted in the sale of salam from other types of sale:

1. In the salam trade, the delivery time of the
goods is clearly defined.
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2. Goods that are not in the possession of the
seller can be sold in the salam trade.

3.In the salam trade, only goods whose quality
and quantity can be determined can be sold, whereas
in ordinary trade, all owned goods can be sold (not
prohibited in the Quran or Hadith).

4. Salam trade cannot be carried out between
the similar goods.

5. In the Salam trade, prepayment must be
made at the time of conclusion of the contract (in
ordinary trade, payment may be deferred or made at
the time of delivery of the goods).

Table 1

Terms of salam contract

Z
Q)

Terms of salam contract

The full price is paid to the seller at the time of sale

Determination of the quality and quantity of the goods

All product details are clearly reflected

The quantity of the goods must be agreed upon in specific conditions

Indication of the exact date and place of delivery in the contract

Salam is performed on goods that need to be delivered on the spot

N | W N

Neither party can one-sided terminate the salam contract.

Currently, along with salam, parallel salam is
widely used in practice. Parallel salam means that
the buyer who bought the goods under the salam
contract enters into a secondary salam contract with
a third party for the supply of the same goods in the
future. It provides an opportunity to the buyer to
return their investment with some profit or loss and
protect against price risk. So, with a parallel salam, a
person who is a seller under one salam contract of
sale, on the other hand, becomes a buyer of a
separate independent salam contract of sale of salam
goods of a certain specification. Here, the most
important condition for parallel salam is the
allocation of each of salam contracts as a separate
transaction. In salam, both the seller and the buyer
can conclude a parallel contract. In a parallel
contract, the delivery date may coincide with the
date in the original salam contract.

This situation is not prohibited, but it should
not precede it, since it means the sale of goods that
do not belong. In case of violation by the seller of its
obligation under the first salam contract, the buyer
(the injured party) has no right to impose this default
on the party with whom he concluded a parallel
salam. Two contracts cannot be linked to each other,
and the fulfillment of one should not depend on the
other contract [2, 32]. Both the salam contract and
the parallel salam contract involve advance
payments and deferred delivery. The bank under the
salam contract, buyers who are customers under the
parallel salam contract, pay the full cost on the spot
for future delivery to the customer.

Both contracts are completely independent of
each other. This means that any liability arising from
one of the contracts does not affect the other
contract. In most cases, with parallel salam, the bank
participates in both contracts as a common party,
that is, it buys assets or goods from suppliers, and
with parallel salam, the bank acts as a seller for its
client.

The quantity, quality and characteristics of
assets or goods are usually the same in both cont-
racts. In most cases, both contracts have the same
date and place of delivery. This is due to the fact that
in salam operations, the bank technically finances
the purchase only for the client.

Salam and the parallel salam contracts have
both similarities and differences. For the salam cont-
ract, the bank contacts the relevant supplier/
manufacturer to purchase the asset and sign the
contract. For a parallel salam contract, the client
signs a contract with the bank for the asset.

The bank, considered as a common party,
plays different roles in both agreements. Under the
salam contract, the bank is a buyer who pays in
advance for the goods to the supplier. However,
under the parallel salam contract, the bank acts as a
seller accepting an advance payment to the buyer.
The salam contract is signed before the conclusion of
the parallel salam contract. Due to the fact that both
contracts have the same delivery date, the salam
contract has a longer term than the parallel salam
contract. Due to the time difference between the
contracts, the price paid in both contracts is not the
same. In the salam contract, the bank pays the
advance price earlier than the amount paid by the
client in the parallel salam contract.

In the salam contract, the bank usually
receives only the ownership right, and not the
tangible asset. Due to the fact that the main purpose
of the bank is to make a profit, the purchase and
acceptance of an asset from a physical point of view
is the main goal of the bank’s client under the parallel
salam contract.

The salam contract is one of the important
forms of investment, and this tool can be widely used
in agriculture, services and industry. There is also a
risk in salam operation, and it is necessary to take
risk management measures to expand this type of
financing, and find out prudent actions and methods
to reduce it. The classic type of salam risk includes a
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number of risks, such as late delivery of the goods
purchased by the buyer or non-delivery of the goods
specified in the contract.

According to surveys, salam sales may be a
more preferable method of financing than an inte-
rest-bearing loan. In this case, interest costs do not
arise, and financial problems and risks due to the
sale of products are avoided. The salam contract
gives access to a direct relationship between the
manufacturer and the traders. As a rule, in a free
market, goods are exchanged on a specific date and
in the current season on the full market at a price
favorable to both sides, as well as bai salam is con-
sidered as an effective way of moderate price stabili-
zation during a period of declining demand for
goods. Since in the salam relationship it is not
allowed to resell goods until they are delivered to the
buyer, this protects prices from the effects of
speculative growth and stabilizes them at a low level.
On the contrary, financing the production/
construction of stocks through interest-bearing
loans automatically increases the cost of production.
This growth is compounded by speculative
operations during the expected seasons of heavy
selling. Salam creates price barriers for the buyer
and protects both the buyer and the seller from the
associated risks and debt indexed by price.

By doing this, banks will be able to participate
as buyers in a competitive environment. This means
that the salam contract can be beneficial from an

exchange without interest and at a lower price. The
transaction costs due to salam contract are likely to
be much lower rather than with the swap.

The types of risks and uncertainties in agricul-
ture and livestock breeding can be divided into six
categories. These include uncertainties arising from
interactions with other factors such as production,
price, disaster risk, technology, individuals, com-
panies and institutions. The classic salam trading
model is one of the forms of financing with higher
risk, and Islamic banks should take appropriate
measures to manage and reduce these risks. In fact,
Islamic banks buy only those products that have
good marketing potential. They receive an approp-
riate guarantee and obligation, requiring potential
buyers to have a sufficient amount of real money
invested in the deposit, and a mandatory promise to
purchase these goods. They also include a penalty
clause in the salam contract to protect themselves
from late delivery from the supplier, and they fulfill
the parallel obligation of salam by buying similar
goods on the market to deliver to the buyer and
cover losses, if available.

The salam trade can be used to finance short-,
medium- and long-term economic activities. [t can be
financed in various sectors of the economy, such as
agriculture, industry, trade and services. In general,
there is a high degree of flexibility in the use of salam
(despite the restrictions of the salam trade) and the
ability to meet various economic needs.

Table 2

Methods of reducing possible risks arising from salam [2, 27]

Risk

Risk management

1. Counterparty and delivery risk

« Since the price of salam products is specified in advance, the
customer can declare a default after receiving the payment

» The bank can liquidate the security and buy the same product
on the market.

« In the case of different goods and subjects, disputes may be
arising over price, quantity and quality

e The salam memorandum should specify the time, quality,
quantity and timing of each of them.

¢ Damaged goods can be delivered.

» Collateral and debentures can be used to reduce the damage.

¢ The goods may be delayed at delivery.

* A penalty clause may be included in the contract as a deterrent
against delayed delivery. The amount of the fine goes to charity.

2. Commodity-price risk

Since the feature of the salam contract is for forward
purchases of goods, the price of the goods may be lower than
the market price or the price initially expected/considered in
the market at the time of delivery.

The bank can take on a parallel salam, as well as receive a
“promise to buy” from a third party.

3. Commodity marketing risk

¢ The bank may not be able to bring the goods to the market
in a timely manner, which may lead to the loss of assets and
the blocking of funds for goods.

The bank should purchase only goods with good marketing
potential and receive mandatory promises from potential buyers,
as well as a sufficient amount of hamish jidiya. The appointment
of a salam seller as a bank agent for the sale of goods is also a good
tool of reducing risk.

4. Asset ownership risk

¢ The Islamic bank must accept the goods and bear the costs
until the delivery of the goods.

¢ These costs can be covered by parallel operations by studying
the market and the practice of traders in the relevant field.

5. Early termination possibilities

e The buyer can return the price received in advance and
refuse to deliver the goods.

e Salam is a mandatory contract; the seller cannot unilaterally
terminate the contract. The contract may include a fine for
terminating this practice; the amount of the fine goes to charity.
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In case of failure to deliver the goods, the
seller, for example, declares default and does not
deliver the goods, stating that he cannot produce the
goods of the agreed quality or in the required
quantity. In this case, the buyer of salam will have the
following options:

- waiting for the product available in stock;

- termination of the contract and recovery of
the paid price

- consent to the exchange by mutual agree-
ment, in compliance with the relevant rules.

Salam is used as a method of financing in
Islamic banks to meet working capital needs. In the
salam transaction, the lender buys an asset from the
party requesting financing, pays the purchase price
of the assetin advance and agrees to deliver the asset
later. Usually, the lender receives a discount from the
purchase price of the asset for an advance payment
(often calculated based on a criterion such as
LIBOR). As a result, the seller receives the funds
necessary to produce the asset or meet his other
financial needs.

There are several options for selling goods
purchased through salam. The options available to
Islamic banks are as follows[2]:

1. Conclusion of a parallel salam contract;

2. Agency agreement with any third party or
client (seller);

3. Sale on the open market by the bank itself
through collateral from a third party or direct sale
after delivery.

However, it is necessary to be acutely aware
that these goods cannot be sold back to the original
seller. Thus, parallel salam cannot be associated with
the original seller - it is prohibited due to the reverse
purchase. If the buyer under the second contract is a
separate legal entity, but belongs to the seller under
the first contract, this is not a valid parallel salam
contract. However, after the salam transaction, i.e.
after the transfer of ownership/risk to the bank
(buyer), a completely separate murabakh or
musovama transaction can be made with the same
client.

Conclusions and suggestions. The bank re-
quests the client to buy the goods or part of them
from the market for delivery to him in accordance
with the contract, if the client cannot afford it, the
bank sells the collateral provided by the client on the
market, buys the goods (salam item) from the
market and transfers the remaining amount, if any,
to the client. If the funds specified in the contract are
not sufficient to purchase the goods, the bank has the
right to require the client to cover the deficient
amount. At this stage, it is worth noting that the bank

has the right to receive the goods it buys at the
expense of securities, but if it decides to receive cash
from the client, it has the right to receive only the
price that was previously specified in the contract.
The price paid by the bank in advance is a debt for
the entire period of the goods being in the hands of
the seller until the time of delivery. In case of
termination of the contract, the loan amount must be
refunded without increasing or decreasing. The
same amount of money will be refunded without
taking into account the increase or decrease in its
relative value.

Therefore, after the execution of the salam
contract, the seller delivers the goods with the
specified characteristics at the specified time and
place. The bank (buyer) receives the goods and the
transaction goes through without problems, the
bank disposes of the goods according to its plan.

The only problem that bothers modern banks
and financial institutions in the salam trade is that
organizations receive some products from custo-
mers, not money. Ultimately, for an organization that
is used to dealing only with money, it is not easy to
get different products from different customers and
sell them on the market.

The salam trade can be used to finance short-,
medium- and long-term economic activities. It can
also finance various sectors of the economy, such as
agriculture, industry, trade and services. In general,
the salam formula (despite the restrictions of the
salam trade) is characterized by high flexibility in
use and an effective tool to meet various economic
needs. Accordingly, the salam contract can be used to
finance industrial activities that correspond to the
feature of the salam contract, such as the production
of sugar, automobiles, textiles, cement, paper and
similar goods. The salam contract provides many
advantages and is very valuable for financing
agricultural crops and non-food products by large
industrial farmers, as well as for financing wholesale
and export trade.

Subsequently, the salam financing model can
be applied where advance payments with a client for
a manufactured product are not only appropriate,
but also practical and profitable. In addition, salam is
the best tool of personal financing for local individual
farmers, who are mostly poor and at the same time
make up the largest number in this regard. Taking
into consideration that the potential spheres in
which the salam contract can be applied in Islamic
banking, it is possible to identify how salam is used
for various financing purposes in various Islamic
financial organizations around the world.
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xamoa atipum xopudculi das1amaapHuUHe COAUKKA oud xaakapo mascpubaiapu épumub 6epuszaH. Xopusxcuii dagaamaapda
mad6upKkopAuk cy6sekmaapu GaoAusimuHU COAUKKA Mopmuwoa KyAAaHuAy8YU Mesép 8a MEXAHUIMAAD KeAmupub ymui2aH.
Taxauanap Hamudcacudoa madbupkopauk cyb6sekmaapu GaosusmuHu coAUKKa mopmuwida xopuxcutl 0ag1amaapHuHe uarop
madcpubanapudau gotidaraHuw ucmukboarapu 6yliuya uamuli Xy.a10canrap 0AUH2aH.

Tasuy cy3aap: Ku4uk 6usHec cy6vekmJaapu, ousasull 6usHec, XajaKapo coAuK NPUHYUNAAPU, COAUK Mypaapu, COUK
MEXAHU3MU, COAUK PEHCUMAAPU,CONUK UMMUESNAPU, UUPUK KOMNAHUSAAD.

HAINIPABJIEHUA UCITIOJIb3OBAHHUA 3APYBEXKHOTI'O OIIBITA B HAJIOI'OOBJIOZKEHHUHN
MPEANTPUHUMATE/IbCKOM JEATE/IbHOCTH

Tukhsanov Kudratillo Nozimovich -
Ph.D., associate professor of the Department
of Taxes and Insurance

AHHOmayus: B cmambe onucaHbl meopemuveckue B80NpoCbl  HA/A02000/10%CEHUSI  NPeOnpUHUMAMENAbCKOU
desime/ibHOCMU, @ MAKdce MexcdyHapOoOHbIll ONblMb HA/N020001034CeHUS1 3apy6eXcHbIX cmpaH. [IpusedeHbl HOPMbl U MEXAHU3MbI,
npumeHsieMble Npu HA/102006104CEHUU X03UCMBYIOWUX CY6BeKMOo8 8 3apybedcHbIX CMpaHax. B pesyiemame anaausa noayveHul
HAay4yHble 6bl800bl 0 hepcnekmueax UCN0/b308aHUs Neped08o20 Onblima 3apybexcHblX CMpaH 6 HA/102000/10HCeHUU
xo3slicmeyrouux cy6sexkmos.

Kniouessie caoea: cybsekmol Maa020 6usHecd, cemeliHblll GU3HEC, NPUHYUNBI MeXCAYHAPOOHO20 HA/N02000/10H4CEHUS,
8Udbl HA/10208, HA/10208blll MEXAHU3M, HA/10208ble PEXCUMDbL, HA/10208ble 1b20Mbl, KPYNHblE KOMNAHUU.
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