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Abstract- The texts of Islamic jurisprudence have been highlighting on all human dealings. Sharia law has explained the
criteria of permission and prohibition. There are some dealings enforced by sharia for the social development. Qard
hasan, Wadia and Hiba are three principles of Islamic financial law discussed by Muslim scholars in the texts of Islamic
jurisprudence bring that kind of essence of social development. These three terminologies connote the transferring of
property from one party to another. At the same time each one of them contains particular meaning, definition and
differences. Qard hasan means the loan given from one to another as soft loan and Hiba connotes gift and Wadia means
as safe keeping. Muslim scholars of Jurisprudence have been discussing these principles with a special interest because
these principles are some beautiful elements of mutual cooperation and humanitarian concepts gently taught by Quran.
All these principles have different meaning which differ one from another. These principles are also important as used
widely in the functional area of modern Islamic banks. This research is a textual study of these principles as mentioned
by the traditional texts.

I. INTRODUCTION
Qard Hasan (Soft Loan) is a loan extended on a kindness basis. The debtor is only required to pay

back the amount borrowed. On the other hand, the debtor may, at his or her discretion, pay an extra amount
beyond the principal amount of the loan as an appreciation to the creditor without promising. Nothing is
happening in the case that the debtor does not pay an extra amount to the creditor. For example a client
borrows one lakh rupees from the bank and refunds the amount after the fixed period with an extra amount of
one thousand, three thousand, ten thousand etc…as a voluntary contribution to the bank. It is not a demand but
it is a kindness out of his own discretion.

Wadiah (Safekeeping) is an agreement between two parties when a person deposits funds, gold and
other ornaments in the bank and the bank assures refund of the complete amount of the deposit, or any part of
the amount, or the ornaments when the depositor demands it. For example a client deposits one million dollar
in Wadiah finance method of Islamic bank in the name of his daughter. He demands the amount at the time of
her marriage. Then the bank refunds the full amount to the client at the time of his need.

Hibah (Gift) is a voluntary contribution by a creditor to a debtor or by the bank to the depositor. The
depositor may be rewarded with a Hibah (gift) as an appreciation for the use of funds by the bank. In this case,
the bank compensates depositors for the time-value of their money but refers to it as a gift because it does not
officially guarantee payment of the gift. For example a client deposits five million dollar in the bank for five
years. The bank can give a car as a voluntary gift at the time of refund. It is important to note that the gift is
not compulsory, but it is compensation.

II. QARDH HASAN (Soft Loan)
The word meaning of Qardh Hasan is beautiful loan. The literal meaning of Qardh is to cut. There

are a lot of evidences related with Qardh Hasan. They are: “Who will loan Allah a beautiful loan, so, He may
multiply it for him many times?”1

1Al Quran 2: 245
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In another place, Allah told,

“Who will loan Allah a beautiful loan so He may multiply it for him many times?”2

Other verse also shows the evidence of its legality. That is,

"Verily, those men and women who give charity and lend Allah a beautiful loan, it shall be increased many
times and theirs shall be an honorable good reward.”3

In other place, it is seen patently, “And establish prayer and pay Zakah. And loan to Allah a beautiful loan.”4

In all these verses, the term "Qardh Hasan" refers to spending in Allah’s cause specifically or spending in
charity generally. It is not referring specifically to giving other people interest-free loans.

A. Pillars of Qardh
Al Shatiri a prominent scholar of Islamic Jurisprudence has classified the elements Qardh (credit) as four; 5

1. Muqridh
2. Muqtaridh
3. Muqradh
4. Ijab and Qabul

The Muqridh connotes the meaning of creditor and the Muqtarith one who receives the credit and the
Muqradh is the money or the item exchanged and Ijab and Qabul means offer and acceptance.

B. Conditions of Muqridh
The Muqridh is one who gives the credit. The following conditions are must.

1. He shouldn’t be coerced for the contract.
2. He should be capable of transacting with his dealings.6

C. Condition of Muqradh
The sole condition of the object is that the Salam contract could be done in it. And the conditions of

offer and acceptance are analogous with that of sale. This is a loan extended on a goodwill basis, and the
debtor is only required to repay the amount borrowed. However, the debtor may, at his or her discretion, pay
an extra amount beyond the principal amount of the loan (without promising it) as a token of appreciation to
the creditor. In the case that the debtor does not pay an extra amount to the creditor, this transaction is a true
interest-free loan. Some Muslims consider this to be the only type of loan that does not violate the prohibition
on Riba, since it is the one type of loan that truly does not compensate the creditor for the time value of
money.

III. HIBAH (Gift)
The tem Hibah is derived from Wahaba, Yahabu and it means the gift. It is a voluntary contract which

transfers the uncompensated ownership of an object in its life time7. Hibah is a general term which has many
counterpart terminologies like Hadiya and Sadaqa. Hence, it the transfer of uncompensated ownership is for is
for the needy person, seeking Allah’s profit, then it is Sadaqa. If the donor dare transfer himself to the place of
the Mawhub Lahu in his respect, then it would be Hadiyya8. In its practical application in the current period, it
is a token given voluntarily by a debtor to a creditor in return for a loan.

A. Pillars of Hibah
According to almost all jurists except Hanafis , the pillars of Hibah are four. They are:

2Al Quran 57: 11
3Al Quran 57: 18
4Al Quran 73: 20
5Al-Shatiri.Al-Yaquth al-Nafees Fi Madhabi Bin Idris, 85
6Ibid
7Al-Shirbini, Mughni al-Muhtaj, 396.
8Ibid: 2/397
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1. Donor
2. Receiver of donation
3. Hibah object
4. Sighah9

In lieu of this, the scholars of Hanafi School of Law have considered only one pillar that is Sighah only. The
Hibah contract is possible only n those objects which are legally and juristically tradable in the Shariah
viewpoint10.

It is one of means to distribute one's assets in Islamic finance planning. It may be used either in one's lifetime
or in estate distribution of the deceased. It is very simple, yet influential tool in estate planning in the sense. It
may influence the portion of some heirs if one executes the Hibah when one is about to die.

Hibah is basically recommended among the family first then nearest among the neighbours and so forth. This
is evident when Aisha, the wife of the prophet, wished to give one of her two neighbours a gift and asked his
advice, he replied, "Give to the one whose door is nearer to you". However it does not means one cannot give
a gift to those who are not near and not close to him. One of the reasons to do so is that it will help enhancing
the love and special relationship among the members of the family and neighbors, who are in the
surroundings.

III. AL-WADIAH (Safe Keeping)
This term refers to the action of depositing the subject matter to the trustee. The term Al-Wadiah is

derived from Wada’, Yadau’ literally means safekeeping, safe custody, deposit technically means
commissioning or delegating other to keep a specific subject matter in the specific way. It is an al-Wakalah
contract. Thus, the conditions stipulated are as stipulated in the al-Wakalah contract. The contracting parties
must be: age of majority intelligent prudent.

A. Pillars of Al-Wadiah
1. Contracting parties

I) Depositor (muwaddi')

II) Deposit-taker (wadi')

2. Deposited property (Wadiah)
3. Offer and acceptance (Ijab and Qabul)

B. Contracting Parties
The traditional texts of Islamic jurisprudence are unanimous that the depositor and the trustee must be

the persons holding legal capacity. According to the Hanafi school of Islamic law, they should be sane and
trespass the stage of discretion (mumayyiz) even though he does not reach the age of puberty. And the other
schools of Islamic law propose that he should be sane and has to be in the stage of puberty and discretion as
well. It is according to the holy verses of Holy Quran:

“And do not give the immature ones their money which Allah has entrusted to you, and then if you find they
have sound judgment, hand over their property to them.”11

In this contract, a deposited minor is not responsible for it in case of loss, unless the loss is incurred by his
own personal fault.

C. Deposited property
The item of deposit should be a valuable property according to the Muslims and should be liable for

9 Kamal al-dheen Abu Bakr Muhammed Bin Musa Bin I’sa, al-Damiri, Al-Najm al-Wahaj Fi Sharah al-Minhaj
Muhammed Bin Musa Bin I’sa, (Jeddah: Dar al-Minhaj, 2007), Vol. 5, 539
10 Al-Shirbini, Mughni al-Muhtaj, 397
11Surat al-Nisa: 5-6
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the transactions. Because, there are some transactions which valuable to non-Muslims not the Muslims like
wine, pork, dead animal, etc. Also it should be a form of property that can be possessed physically.

C. Offer and Acceptance
The Islamic jurists unanimously agreed upon the mutual consent (Tharazi) as a common rule in all

transactions. In the Wadiah contract also, the mutual consent between the involved parties is essential. It is
expressed by offer and acceptance. By the term offer, it means to give a property to the later person for
safekeeping. It would be by saying, for example, “I leave this item with you for safekeeping”. On the other
hand, the acceptance implies the trustee to agree to entrust the contract. It would be by saying, for example, “I
agree to keep your item safely”. However, there are many contradictions in the obligation of acceptance
whether it is mandatory or not.

According to the Imam Hanafi, there is only one pillar that is offer and acceptance. The jurist of all schools
agrees that Wadiah is a form of trust and not a form of guarantee. Therefore, the deposit-taker is not
responsible to guarantee the property and pay compensation for its loss, except if there is evident usurpation
or negligence on his part. Prophet told: "There is no guarantee imposed on a deposit-taker on trust." Thus, the
deposit-taker is regarded as the trustee to safely keep the deposited property in his custody.12 However, al-
Wadiah may change to a form of guarantee if the deposit-taker does certain acts with regards to the deposited
property.

CONCLUSION
In short, these are the terms which the Islamic finance institutions used to apply it in its financing

modes in the current period which are contains a similar form and having some  differences. No benefits are
expected in Qard Hasan and Hiba. In Wadiha, the both parties are enjoying a certain kind of benefit and
guaranty. These terms are exactly well-defined in the traditional texts. It is easily understandable that the
traditional Islamic jurists have foreseen the various applications of these terms so that they could describe it in
various cases and methods of application.
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