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ABSTRACT

Under company law, a share is the interest of a shareholder in a company. By the same token, shares also
reflect the interest of a shareholder in a mudharabah or musharakah contract under the Islamic laws.
Presently, a company which has been registered under the Companies Act 1965 is often regarded as a
conventional company as opposed to a syariah-compliant company. Nevertheless, it is possible to harmonize
the provision in the Companies Act 1965 with Syariah principles in relation to shareholding issues. This
article focuses on the rights attached to ordinary shares and preference shares under the Companies Act
1965 and the compatibility of such rules with the Syariah principles. The concern is also to determine the
legality of basic principles in relation to the distribution of dividend to shareholders in the light of Islamic
perspective.

1. INTRODUCTION
By and large, the Muslim jurists recognized the mudarabah and musharakah contracts as two forms of
business organisations and such contracts were created during medieval Islamic civilization. Nevertheless, it
is not correct to set aside the contracts of mudarabah and musharakah from being utilized in the modern
companies nowadays.

Under Islamic law, the contracts of mudarabah and musharakah are paramount forms of business
organisation. In essence, the application and suitability of these two forms of business organisations has to
be reconsidered in view of the existence of the modern company. This is because modern companies with
distinct legal personality only existed after the 19™ century, long after the introduction of mudarabah and
musharakah contracts in the Muslim society. However, this is not to say that all modern companies are not
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