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ABSTRACT 

Analysis of financial statement in an organization is important for stakeholders to 
estimate the growth of financial performance and future forecast planning. Then, 
analyzing the financial statement of zakat institutions such as Lembaga Zakat Negeri 
Kedah and Lembaga Zakat Selangor is mostly important to estimate the performance of 
zakat institutions especially in the context of zakat collection and distribution, and related 
with financial statement such as income statement and balance sheet to assess its 
sustainability in the future. Outrages community about poor performance of zakat 
collection and inefficiency of zakat distribution to the asnaf should be answered using 
detailed analysis towards financial data reported and audited. Hence, the purpose of this 
study is to analyze the financial statement based on annual reports of zakat institutions in 
Kedah and Selangor in year 2015 and year 2016 by using analysis percentage of 
horizontal and vertical analysis between zakat collection and distribution. Another 
analysis adopted is ratio analysis based on liquidity analysis in terms of working capital, 
current ratio, and quick ratio. Debt repayment ability analysis uses debts ratio while 
return on assets is listed under performance analysis. This study found that in general, 
there was an increase or decrease in zakat collection by category of zakat. Furthermore, 
the results also found that the total zakat collection was lower compared to zakat 
distribution as well as the increase or decrease in the pattern of zakat distribution and 
their ratio analysis. Some suggestions and policy implications are suggested in this study.  

Keywords: Annual report; Financial Statement Analysis; Efficiency; Collection; 

Distribution; Ratio Analysis. 
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ABSTRAK 

Analisis penyata kewangan dalam organisasi adalah penting kepada pihak 
berkepentingan untuk menganggarkan pertumbuhan prestasi kewangan dan perancangan 
masa depan. Kemudian, menganalisis penyata kewangan institusi zakat seperti Lembaga 
Zakat Negeri Kedah dan Lembaga Zakat Selangor adalah yang paling penting untuk 
menganggarkan prestasi institusi zakat terutamanya dalam konteks kutipan dan 
pengagihan zakat dan berkaitan dengan penyata kewangan seperti penyata pendapatan 
dan kunci kira-kira untuk menilai kelestariannya pada masa akan datang. Sanggahan 
masyarakat mengenai prestasi kutipan zakat yang kurang memberangsangkan dan 
ketidakcekapan pengagihan zakat kepada golongan asnaf harus dijawab dalam analisis 
terperinci terhadap data kewangan yang dilaporkan dan diaudit. Oleh itu, tujuan kajian ini 
adalah untuk menganalisis penyata kewangan berdasarkan laporan tahunan institusi zakat 
di Kedah dan Selangor pada tahun 2015 dan 2016 dengan menggunakan peratusan 
analisis mendatar dan menegak antara kutipan dan pengagihan zakat. Analisis lain yang 
diterima pakai adalah analisis nisbah berdasarkan analisis kecairan dari segi modal kerja, 
nisbah semasa dan nisbah cepat. Dari analisis keupayaan pembayaran balik hutang 
digunakan nisbah hutang dan pulangan atas aset dalam analisis prestasi. Kajian 
mendapati secara umum terdapat peningkatan dan pengurangan zakat melalui kategori 
zakat. Selain itu, hasil kajian juga mendapati jumlah kutipan zakat lebih rendah 
berbanding dengan pengagihan zakat dan menunjukkan peningkatan dan pengurangan 
corak pengagihan zakat serta analisis nisbah mereka. Beberapa cadangan dan implikasi 
dasar dicadangkan dalam kajian ini. 
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CHAPTER 1 

 

INTRODUCTION 

 

1.0 Introduction 

Zakat is one of the pillars of Islam that is compulsory for the Muslims when they have 

met the requirement of paying zakat. Zakat is also a regulation from Allah Himself that 

must be fulfilled by the Muslims as mentioned in al-Quran 60 times and 27 of it together 

with prayer obligation. The verses of 43 in Surah al-Baqarah state that "And establish 

prayer and give zakat and bow with those who bow [in worship and obedience]" 

(Quran.com, 2016). Order in issuing zakat shows that it is important in the community 

and for country development as well as stabilizing the economy, especially for the 

Muslim countries. The role of zakat is not only symbolic for the relationship between the 

richer and poorer, but zakat fund can improve the standard living of ummah (Ram Al 

Jaffri, 2016). If zakat is managed in a good manner, it can be made as a medium of 

economic, politic, and social well-being. 

In Malaysia, zakat fund is important to the country and the Muslims after tax, 

which was introduced by the government. Zakat fund is used for the development of 

ummah especially in an effort to help the government to reduce poverty. Therefore, zakat 

institutions have been established in all states in Malaysia.  
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Literally, zakat means purification. Technically, it means “the amount of money 

from certain types of wealth when they reach a certain amount at a specific time then 

must be expended on specific categories in specific ways” (Azman, 2011). Muslims all 

over the world must pay the zakat such listed under the five pillars of Islam. The rest 

pillar of Islam is a testimony of faith, prayer, fasting, and pilgrimage to Mecca. The 

purpose is to assist the less privileged; the collected payments will be distributed to 

different categories of Asnaf such as al-fuqara, al-masakin, amil, a convert whose heart 

has been reconciled, al-Riqab, al-Gharimin, fisabilillah, and ibn Sabeel. 

Basically, there are of two types of zakat. Firstly, it is from zakat Fitrah by which 

each Muslim is charged on the small amount of zakat which is less than RM10 that must 

be paid every year without fail nonetheless of the income, age, or wealth. Generally, 

during the month of Ramadhan every year, Muslims paid their Zakat Fitrah. The second 

type of zakat is zakat on wealth, which consists of different categories such as zakat on 

earnings, zakat on savings, zakat on business, zakat on KWSP or EPF, zakat on gold and 

silver, zakat on livestock, and zakat on farming. Zakat on income is the most popular type 

of zakat on wealth for Malaysians because if they have been employed for more than a 

year and salaried an income that is above the required amount, then they are obliged to 

accomplish their zakat earnings. Different from zakat fitrah, zakat on earnings is not 

compulsory to all. Same as income tax, it is important only after a person's wealth has 

reached a certain amount. This amount is called nisab. In overall, the nisab for zakat on 

income is equal to the price of 85 grams of gold and varies according to different states. 

Usually, all Muslims are assigned to give 2.5% of their income (Mudhakkir, 2016).  
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Referring to the Quran mentioned after the word of prayer (solat) will be the 

importance of zakat. For example, Allah says: 

"And they have been instructed no more than this: to worship God, offering Him sincere 

devotion, being true (in faith); to create the regular prayer, and to practice regular charity; 

and that the religious right and straight" 

(Surah al-Bayyinah: 5). 

The verse above directly guides us that every Muslim is gratified to accomplish 

prayers and zakat as well. When an individual performs a prayer, it directly benefits them 

as well as zakat that will directly benefit the country especially to the people in need. 

Then, this can increase the growth of the economy in the country (Azman, 2011) 

 

1.1 Background of the Study 

This section will detail and clarify zakat administration and financial statement analysis. 

 

1.1.1 Zakat Administration in Malaysia 

The institution of the selected body with its term of reference to collect all forms 

of zakat professionally and systematically has presented a new dimension in the 

administration of zakat during the modernization era. The collection of zakat was 

privatized. For example, Zakat Collection Centre, Federal Territories (1991), Selangor 

Zakat Board, Selangor (1994), Penang Zakat, Pulau Pinang (1994), Zakat Collection 

Centre, Pahang (1995), Zakat Centre, Negeri Sembilan (1998), and Zakat Centre, Melaka 



4 
 

(2001). The procedure on the corporatization of the zakat administration aims to provide 

quantified officers, offices, or counters for a collection of zakat separately from The State 

Islamic Council to apply computer technology in all zakat related connections and to set 

up corporate working system itself (MAIWP, 2016) 

There are four different methods of zakat corporations in dealing with the 

collection and distribution of zakat in Malaysia. Firstly, the corporation has been 

recognized under Zakat Enactment such as Kedah Zakat Department. This has been 

recognized under the Kedah Zakat Enactment 1955. The enactment was totally separated 

from Kedah Administration of Islamic Law Enactment. Tabung Baitulmal Sarawak has 

been presented by the quality of Sarawak Islamic Council (Corporation) (Amendment) 

1984 Islamic Ordinance with a mission of handling the collection and distribution of 

zakat as well as Baitulmal asset. Secondly, a corporation has been recognized under the 

State Administration of Islamic Law Enactment, such as Selangor Zakat Board that has 

been recognized under the quality of Trustee (Corporation) Act 1952. Penang Zakat is a 

subsidiary to Pulau Pinang Islamic Council that has been set up under Companies Act 

1965 (MAIWP, 2016). 

Thirdly, it is a corporation that has been an execution of Islamic recognized under 

an Act or State Administration of Islamic Law Enactment with a duty to collect zakat 

only. For examples, Zakat Collection Centre-Islamic Council of Federal Territories 

(Harta Suci Pvt. Ltd); Melaka Zakat Centre-Islamic Council of Melaka (Pusat Zakat 

Melaka Pvt. Ltd); Negeri Sembilan Zakat Centre Islamic Council of Negeri Sembilan 

(Pusat Zakat Negeri Sembilan Pvt. Ltd); and Zakat Collection Centre Pahang Islamic of 

Council Pahang (Pusat Kutipan Zakat Pahang Pvt. Ltd). Next, it is the collection and 
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distribution of zakat implemented by State Islamic Council through its own Unit or 

Department of Baitulmal or Zakat Centres such as State Islamic Council of Johore; State 

Islamic Council of Perlis; State Islamic Council of Perak; State Islamic Council of 

Kelantan; State Islamic Council of Terengganu; and State Islamic Council of Sabah 

(MAIWP, 2016). 

 

1.1.2 Financial Statement Analysis 

 

Based on Warren, Reeve, & Duchac (2007), a user of the financial statement 

consists of two parties such as internal and external stakeholders. Internal user comes 

from the management team, existing shareholders, and staff at all levels. Meanwhile, 

external users are from creditors such as suppliers and banks, Lembaga Hasil Dalam 

Negeri (LHDN), potential investor, auditor, and the public. Both users have different 

purposes in analyzing financial statements. For example, the management team and 

existing shareholders use an annual report for evaluating the financial performance, 

growth, and prospect of a company or organization. From the prospect of staff, the 

financial statement is the basis for assessing the stability of the company they are 

working on. The creditor uses financial statements to assess the creditworthiness and 

solvency or liability of the company. For LHDN, the annual report may provide 

information to calculate the company's taxable income and avoid tax evasion practices. 

On behalf of potential shareholders, annual reports can facilitate their investment decision 

making. A public user uses annual reports for the purpose of environmental awareness 

and corporate social responsibility of the company. 
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In the context of the annual report of zakat institutions, it becomes important to 

several stakeholders. For example, zakat payers, reports, and financial performance are 

important for them to identify the performance and growth of zakat institutions because 

the issue arises in terms of whether the zakat money is properly managed by zakat 

institutions. Based on that performance, they can then decide whether to continue paying 

zakat to zakat institutions or paying zakat directly to asnaf. As recipients of zakat, they 

want to know how much zakat is collected and what has been distributed to them because 

they are entitled to the money. For potential groups, they will evaluate financial 

performance either competently or otherwise. Efficient financial management will 

increase their trust in zakat institutions.  

 

1.2 Problem Statement 

As the institutions that manage public funds, Lembaga Zakat Negeri Kedah and 

Lembaga Zakat Selangor have some issues with the view collection of zakat from zakat 

payer to zakat institution that the amount collected is still less than an actual amount of 

zakat collection. Other than collection, zakat distribution also has some issues within the 

public which is claimed as not effective and efficient. As always heard especially in the 

month of Ramadhan every year, the issue occurred involves the perception and negative 

responses of people against the zakat institutions. They often claim that the amount of 

zakat collection is up to millions of dollars, but the distribution is still low and not 

comprehensive. Then, it has been always heard on social media poor families that still 

need zakat funding but did not receive the actual amount of total zakat that they were 

supposed to receive. As a result, the community has questioned the efficiency and 
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effectiveness of zakat distribution pattern implemented by zakat institutions (Ram Al 

Jaffri, 2018). 

Therefore, this study attempts to unravel the perceptions of Muslims by analyzing 

financial statements of zakat institution from two states, such as Lembaga Zakat Negeri 

Kedah and Lembaga Zakat Selangor by looking into their annual reports as a case study 

in year 2015 and year 2016. This study is different from the previous research in terms of 

the method to analyze financial statements as this study uses analysis of horizontal and 

vertical between the performance of zakat collection and distribution of zakat institutions 

from Kedah and Selangor. Then, ratio analysis is used based on accounting ratio by 

evaluating liquidity, solvency, and performance analysis in detail. The findings of this 

study are expected to show the actual zakat collection performance and zakat distribution 

pattern based on Syariah and give evidence on how zakat institutions manage zakat fund 

effectively. An expected study can give input to the community by reducing negative 

perception against zakat institutions in Kedah and Selangor (Ram Al Jaffri, 2018). 

 

1.3 Scope of Study 

This study was carried out based on the annual reports among zakat institutions in 

Kedah and Selangor by analyzing financial statement using analysis of horizontal and 

vertical from zakat collection and zakat distribution. Then, using other analysis which is 

ratio analysis in liquidity, solvency, and performance analysis in accounting perspective. 

This study chooses annual report of zakat institution in year 2015 and 2016 because the 

updated annual report in Lembaga Zakat Negeri Kedah and Lembaga Zakat Selangor.   
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The reason for choosing zakat institutions in Kedah and Selangor is due to their 

zakat administration, e.g. the zakat collection and distribution in Kedah is controlled by 

Lembaga Zakat Negeri Kedah. Nurul Huda (2017) in 2015, Lembaga Zakat Negeri 

Kedah undertaken a revolution due to the dissolution of Zakat Kedah enactment 1955. 

Zakat Kedah enactment 1955 has changed to Lembaga Zakat Negeri Kedah Darul Aman 

2015 Enactment which authorize Lembaga Zakat Negeri Kedah to organize 

independently. From new enactment, power of Lembaga Zakat Negeri Kedah is under 

authorization of Sultan Kedah which assisted by board committee which consists of 

Mufti of Kedah, Secretary of Kedah State Government (SUK), representatives from 

government and non-government agencies and Chief Executive Operations (CEO) of 

Lembaga Zakat Negeri Kedah. Suruhanjaya Kedah is selected as chairman of the board 

committee. CEO of Lembaga Zakat Negeri Kedah sometimes reported to the board 

committee during the board meeting where he served as the secretary of the board. 

Lembaga Zakat Negeri Kedah consist of six divisions which is from (1) corporate 

communication, (2) administration and human resources, (3) dakwah and zakat 

collections, (4) asnaf development and zakat distribution, (5) finance and (6) information 

technology.  

While zakat administration in Selangor is started with the formation of MAIS Zakat 

Sdn Bhd and then this entity was known as Pusat Zakat Selangor. In 2006, PZS change 

its corporate image in term of the name from PZS to Lembaga Zakat Selangor (LZS). 

Under structure of Lembaga Zakat Selangor, they have board of directors, general 

manager and six specific departments which is Operational Department (1), Corporate 

Development Department (2), Administration and Finance Department (3), Collection 
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Department (4), Disbursement Department (5) and Asnaf Development Department (6). 

In handling zakat collection and distribution, each department lead by manager and assist 

by capable staff. Then, operational and regional department is divided into four areas that 

focus on specific area to give the best services to the zakat payers (Muhammad, 2008). 

 

1.4 Research Question 

This current study attempts to answer the following question: 

How to analyze financial statement in the annual reports of zakat institutions among 

Kedah and Selangor in 2015 and 2016? 

 

1.5 Research Objective 

The objective of this study is as follows: 

To analyze financial statement based on the annual reports of zakat institutions in Kedah 

and Selangor in 2015 and 2016 by using percentage analysis of vertical and horizontal of 

zakat collection and distribution. Another analysis that can be adopted in detail is ratio 

analysis based on liquidity analysis in terms of their working capital, current ratio, and 

quick ratio. In addition, debt repayment ability analysis in terms of their debts ratio is 

adopted as well as performance analysis based on their return on total asset. 
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1.6 Significance of the Study 

There are not too many studies done on analysis of the financial statement of zakat 

institutions; even previous studies mostly focused on zakat compliance and efficiency of 

zakat. Therefore, it is hoped that this study will provide more information to the Muslim 

society to look into financial statement of zakat institutions in detail so that negative 

perception towards zakat institutions in managing zakat fund can be reduced. Three new 

analyses will be adopted in this research by comparing zakat institutions from two states. 

The results of this study will help the policy makers in zakat institutions and the 

government to find ways to encourage eligible Muslims in the country to pay zakat as to 

improve zakat institutions’ performance. This research might be useful to Lembaga Zakat 

Negeri Kedah and Lembaga Zakat Selangor because no research has been done in these 

two states by using analysis of vertical, horizontal, and ratio analysis. Previous research 

by Hairunnizam (2017) only stated financial management and zakat distribution 

performance among states’ Islamic religious councils in Malaysia such as Majlis Agama 

Islam Selangor (MAIS), Majlis Agama Islam Negeri Pulau Pinang (MAINPP), Majlis 

Agama Islam Johor (MAIJ), Majlis Agama Islam Dan Adat Melayu Terengganu 

(MAIDAM), and Majlis Ugama Islam Sabah (MUIS) that adopt ratio analysis of 

liquidity, solvency, and profitability based on economy perspective. On the other hand, 

this research provides ratio analysis from the accounting perspective in detail.   
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1.7 Organization of the Study 

In the first chapter, the author discusses the basis for conducting the research. In 

this chapter, the discussion is about the background of the study, problem statement, 

scope of the study, research question, research objective, and significance of the study.  

The second chapter consists of information about literature review. This chapter 

discusses the overview of zakat, administration of zakat, Lembaga Zakat Negeri Kedah, 

Lembaga Zakat Selangor and financial statement analysis. 

The explanation for the flow of research to be done will be meticulously explained 

in Chapter Three. This chapter will explain the flow through the presentation of 

measurement selection, development of analysis, and the techniques used. 

Chapter Four is about presenting the research results based on the analysis 

measured. This is important to answer the research question and to meet the research 

objective.  

In the last chapter, the conclusion and recommendations of the study based on the 

results received from the sample data analysis will be provided. In the conclusion part, 

the limitation and suggestions for future research will be reported.  
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CHAPTER 2 

 

LITERATURE REVIEW 

2.1 Overview of Zakat 

 Zakat is one of the five pillars of Islam such as evidence that there is no God but 

Allah and Muhammad (SAW) is His servant and messenger, performing prayer, giving 

zakat, performing Hajj, and fasting in the month of Ramadhan (Muhammad, 2011). The 

“zakat” term is classified into two forms that are in terms of language and terminology. In 

the language term, zakat comes from an Arabic word called "zaka" that is purity, 

complete, and overall benefit to Muslim people. Meanwhile, in terms of terminology, 

zakat is a gift from God to be given to the needy called "asnaf" (Norfaiezah, 2017). On 

the other hand, if properties exceed the nisab limit, zakat payers are obligated to pay 

some of their property to zakat recipients because it is part of their religious obligation 

(Mahmud, 2008). 

 Currently, zakat practices in Malaysia are legalized and centralized in terms of 

zakat collection by state from other six Muslim nations worldwide. Majlis Agama Islam 

is liable for handling zakat administration in each authority (Sloane-White, 2017). In the 

modernization era, a selected body is formed to collect all forms of zakat thoroughly and 

professionally in order to implement new measurement in the administration of zakat. 

The collection of zakat such as by Lembaga Zakat Selangor (1994), Pusat Pungutan 

Zakat Wilayah Persekutuan (1991), Pusat Zakat Negeri Sembilan (1998), Pusat Urus 

Zakat Pulau Pinang (1994), Pusat Zakat Melaka (2001), and Pusat Kutipan Zakat Pahang 

(1995) was privatized.  
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From the context of collection and distribution of zakat in Malaysia, there are four 

different systems of zakat corporations. The first one is the corporation recognized under 

zakat enactment such as Jabatan Zakat Negeri Kedah, which is under Kedah Zakat 

Enactment 1955. This enactment was separated from Kedah Administration of Islamic 

Law Enactment (Azman, 2012). Then, Tabung Baitulmal Sarawak has been presented by 

a feature of Sarawak Islamic Council (Corporation) (Amendment) 1984 Ordinance Majlis 

Islam Sarawak (Pemerbadanan) (Pindaan) 1984 with a duty of handling collection and 

distribution of zakat as well as a baitulmal asset (Ahmad, 2010).  

Secondly, a corporation has been established under the state administration of 

Islamic Law enactment such as Lembaga Zakat Selangor which has been established 

under the virtue of Trustee (Corporation) Act 1952, while Pusat Urus Zakat Pulau Pinang 

is a subsidiary to Majlis Agama Islam Pulau Pinang that has been set up under 

Companies Act 1965.  

The third one is the corporation recognized under State administration of Islamic 

law enactment to collect zakat only such as Pusat Pungutan Zakat-Majlis Agama Islam 

Wilayah Persekutuan (Harta Suci Sdn. Bhd.), Pusat Zakat Melaka-Majlis Agama Islam 

Melaka (Pusat Zakat Melaka Sdn. Bhd.), Pusat Zakat Negeri Sembilan-Majlis Agama 

Islam Negeri Sembilan (Pusat Zakat Negeri Sembilan Sdn. Bhd.), and Pusat Kutipan 

Zakat-Majlis Agama Islam Pahang (Pusat Kutipan Zakat Pahang Sdn. Bhd).  

Lastly, the collection and distribution of zakat is implemented by Majlis Agama 

Islam Negeri, done by its own unit or department of Baitulmal or zakat centres such as 

Majlis Agama Islam Johor, Majlis Agama Islam Perlis, Majlis Agama Islam dan Adat 

Melayu Perak, Majlis Agama Islam dan Adat Istiadat Melayu Kelantan, Majlis Agama 
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Islam dan Adat Istiadat Melayu Terengganu, and Majlis Ugama Islam Sabah (Azman, 

2012). 

A previous study from Abd Halim (2015) states that zakat influence in Malaysia 

can give a positive impact in the economic perspective. This is shown by acceptance of 

Muslims in paying zakat which is directed to increasing the zakat collection. In 1990, the 

collection of zakat has increased extremely. Moreover, tax rebate decided by the 

government on the interrelated zakat deductions was also positively measured in 

signifying the stage of Zakat institution incorporation (Mohd Noor, 2015).  

Therefore, zakat can give positive influence from the investment context because 

people are encouraged to invest their wealth to the zakat institutions, so they can get a 

reward from God. Kahf (1997) mentioned that zakat might affect the total supply in three 

ways such as supply of labor, capital, and resource division. The supply of labor is in 

terms of the improvement of health, nutrition, and other living conditions of the poor by 

increasing the demand for goods and achieving the basic needs of poor as well as 

decreasing the demand for comfortable goods by rich (Mahat, 2013). As to certify the 

Islamic economy growth continuously, zakat is one of the Islamic contributions that lead 

to a healthy flow of wealth (Awan, 1980).  

Another related study such as by Shehata (1985) established a framework for the 

current use of zakat fund in financing Islamic socio-economic infrastructure as well as 

the policy to accomplish zakat fund by provision of fixed assets and equipment to small 

business projects, providing education for the poor, vocational training, formation of 

small house and agriculture industries, reintegration for zakat recipients to be more 

productive, and founding of schools.  
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Referring to the article from Bakar (2011), eight categories have been found 

eligible for zakat payment. Firstly, it constitutes Faqir which is categories of group of 

people under possessions that are lower than the nisab threshold; other people’s help aid 

them to continue their life better. The second category is from Masakin, which involves 

the poor by referring to income ranging between RM400 to RM691 for each household in 

the Malaysian context. Amilin is the third category for those who work in managing and 

handling things related to zakat such as collection, payment, and calculation of zakat; this 

group of people is eligible to be paid from the zakat fund.  

Then, the fourth category is from Muallafat al Qulub, which is disposed to be 

close to Islam. This category constitutes the people who have newly converted to Islam 

and need support to continue their life and need a strong commitment from the Islamic 

community because they give up their property and family relations. Other category 

related is Riqab, those who free slaves. Gharimin is listed under the category of zakat 

recipients, by which people who are burdened with debts and have no resources to pay 

their debts are measured as an adequate in Islam. In addition, the seventh category comes 

from Fi sabilillah, who is fighting in the way of Allah to defend Islam such as those who 

are in the war to defend Islamic countries from the enemies of Islam. Therefore, the last 

category entitled for zakat payment is from Ibn Sabil, the travelers who run out of food 

supply during their travel to other countries.   
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2.2 Administration of Zakat 

According to a study by Adamu (2016), if zakat is appropriately managed, these 

individuals will be supported by providing them with capital, such as small business and 

help in reducing poverty. 

 The history of Zakat began during a time of Prophet (S.A.W) when he allocated 

duty of collecting and distributing of zakat to some of his companions (Ibrahim, 2015). 

For example, it was when the prophet (S.A.W) sent Mu'adh ibn Jabal to other community 

and taught him as follows: 

“Then tell them that Allah has instructed upon them five Salat (prayers) during the day 

and night; and if they accept it, then tell them that Allah has made the payment of Zakat 

compulsory upon them. It should be collected from their rich and distributed among their 

poor and if they agree to it, don’t take as a share of zakat is the best of their properties. 

Beware of the appeals of the troubled, for there is no barrier between it and Allah.” 

 [Ibn Hajar 1494]. 

 During the time of the first Caliph Abu Bakr al-Siddiq (ra'a), zakat practices 

implemented by him were strict because he would fight against those who refused to pay 

their zakat. After zakat was governed by Caliph Abu Bakr al-Siddiq, all Caliphs 

appointed agents in duty to collect the zakat money from all eligible Muslims and placed 

it in the Baitulmal to be distributed to the recipients of zakat. Along times, the state 

continued to manage the collection and distribution of zakat until the end of the Othman 

Empire, where zakat administration was placed under the religious authority and its 

collection become voluntary (Mohsin, 2015). Next, based on a research by Suhaili Sarif, 
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the administration of zakat in Malaysia was only simplifying the accomplishment of 

religious duty by Muslims.  

Other studies from S. Noor-Kaziemah (2018) found that Baitulmal institution 

across Malaysia has influenced structures and legal system influence from the Malaysian 

government. As the states are authorized on their Islamic activities, it has resulted in 

changing functions of the SIRCs based on their own state. Therefore, the responsibilities 

and structure of Baitulmal have an influence from different states in Malaysia. The main 

part of Baitulmal as an Islamic wealth management institution remains alike for all 

Baitulmal in Malaysia.  

 

2.3 Lembaga Zakat Negeri Kedah 

Formerly, in 1955, Zakat Enactment 1374 was applied under law and regulation 

of zakat in Kedah with the authorization of His Majesty Sultan Badlishah Ibni Sultan 

Abdul Hamid Halim Shah. Currently, Kedah Zakat Department consists of eleven 

divisions across the state of Kedah such as Bandar Baharu, Langkawi, Pendang, Yan, 

Baling, Kuala Muda, Kulim, Kota Setar, Sik, Padang Terap, and Kubang Pasu (Othman, 

2017). 

The Kedah State Department of Zakat’s vision is to become the reagent for 

Muslims’ economic growth and their mission is to achieve trust and to be effective and 

competent of zakat collection and distribution by creating good facilities and services to 

zakat payers and recipients. Next, it collaborates with many parts and growth of human 

capital in a manner that is well-organized and energetic as well as through the application 
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of current technology. It also improves research from time to time. The objectives of 

Kedah State Department of Zakat are to give support and comprehend the importance for 

Muslims to pay their zakat. To make zakat collection effective, Royal Highnesses Sultan 

has chosen some agents to collect zakat and then distribute it to eligible zakat recipients 

so that the performance of zakat collection and distribution can be improved 

systematically. Meanwhile, it expands the collection of zakat from all sources approved 

by Islamic law and gives better services to the recipients who are resolute by the Islamic 

law with special importance for the poor and needy (Othman, 2017). 

Currently, the zakat management is authorized under Kedah State Department of 

Zakat to collect the zakat collections from the excess and distribute them to the 

recipients. The main office of Kedah State Department of Zakat is located in Alor Setar. 

Besides the headquarter, there are zakat offices located in the areas of Kota Setar, 

Pendang, Kubang Pasu, Kulim, Langkawi, Kuala Muda, Bandar Baharu, Baling, Yan, 

Padang Terap, and Sik. There are two units from Missionary and Collection Unit and 

Distribution and Recipients Development Unit to handle all core events from the zakat 

department (Othman, 2017). 
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2.4 Lembaga Zakat Selangor 

On February 15, 1994, Pusat Zakat Selangor (PZS) or Pusat Pungutan Zakat 

MAIS (MAIS Zakat Collection Centre) was corporatized by Selangor Islamic Religious 

Council (MAIS). PZS is a private limited company listed under the name of zakat MAIS 

Sdn Bhd, a wholly owned subsidiary of MAIS with a paid-up capital of RM 500,000. 

PZS was recognized with the purpose to give better trained professionalism of higher 

value result and improve the governance of zakat with management practices in the world 

globalization. In the future, PZS was given the complete mandate for the zakat collection 

management in Selangor (Ismail, 2014). 

In fact, MAIS expanded the mandate to PZS to achieve zakat distribution 

beginning from 1998. This is to certify that all zakat in the state management’s function 

is held under one institution, releasing MAIS to focus on other crucial areas of Muslims 

welfare such as the development of waqf property, inheritance, and so on. From 31 

January 2006, Sultan of Selangor changed the name from PZS to Lembaga Zakat 

Selangor and is still used until now. This transformation aimed to provide a new 

viewpoint for PZS in the management of zakat collection and distribution that has 

reached RM 100 million a year. This change is proven by high commitment of zakat 

collection and distribution and enhancement of customer service as well as the overall 

organization performance. This change has progressed with a better commitment and 

responsibility not only in terms of collection and distribution of zakat, but also in the 

improvement of customer service and the overall organization (Ahmad, 2014). 
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LZS was recognized under the Trustee Act (Incorporation) Act 1952 over a Deed 

of Trust, which is listed under the Legal Division of the Department of the Prime 

Minister. LZS is managed by the Board of Trustees selected by MAIS and includes ten 

members of a combination of academic, religious, professional, and corporate sectors. 

The Board of Trustees has recognized six committees with certain portfolios that are each 

led by the member of the Board of Trustee to support the management and operation of 

LZS. These committees are made up of a combination of members of the Board of 

Trustee and specialists from outside LZS. The six committees are Zakat Collection 

Operations Committee, Zakat Distribution Operations Committee, Proposal, and Payment 

Committee, Audit Committee, Finance Committee, and Tender Committee (Ahmad, 

2014). 

 

2.5 Financial Statement Analysis 

 Studies in the financial statement analysis have been done by a few researchers 

such as Li Li Eng (2018). They used an augmented model and conventional returns-

earnings model by adopting nine accounting bases of variables such as effective tax, 

labor force, audit qualification, accounts receivable, sales and administrative expenses, 

inventory, capital expenditure, gross margin, and provision for doubtful receivables. 

Then, the overall result stated that the stocks of Chinese listed firms can use fundamental 

analysis. 
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In the context of zakat accounting as an asset, zakat should be described to the 

public by the accounting system. Next, the financial statement of accounting must include 

assets (property), liabilities (obligation or debt), owners' equity (owner's capital), 

revenues (results), gain (profit) and expenses (costs), and loss (income). Zakat 

management reports can commonly follow the main financial statements such as 

implementing the requirements in the context of Indonesian Financial Accounting 

Standards which contain the balance list that defines company's financial position at a 

certain date, profit and loss statement that defines the profits and losses, and a few results 

in the certain period. Therefore, specifically in zakat accounting system, the framework is 

related to Islamic systems which consist of zakat mal accounting such as based on a code 

of conduct practices as indicated by Husain Sahathah (1997: 23-24). Then, the zakat mal 

system will be practiced in accordance with the stages in complete truth and continuously 

(Jaelani, 2016).  

Previous study from Taha (2015) reported on the disclosure of zakat information 

there are two out of three states did not disclose financial report for external reader 

because there is no former request from public to get annual report of Zakat institutions 

and publishing annual report is never stated in the fatwa. Because of different policy on 

different state, it voluntary on the management of the state to publish annual report to 

public view. Study on Eza Ellany (2014) stated that, overall majority of zakat institution 

show growth performance of financial and non-financial distribution even total score is 

less consistent. However, zakat institution has succeeded in enhancing the performance 

of non-financial distributions by implementing fair distribution according to the priorities 

of asnaf even large difference scores of some institutions. This occur because of low 
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Kifayah limit rate especially for Fuqara and Poor of asnaf and difficulty in determining 

and obtaining eligible asnaf to receive zakat.  

Previous study has used three DEA models such as Charnes-Cooper-Rhodes 

(CCR) primal model, Charnes-Cooper-Rhodes (CCR) dual model and slack based model 

to assess the efficiency of Zakat Center of Sabah in making collections of previous nine 

years from 2007 to 2015. The results show that the collection process was competent in 

2009 and 2012 with their corresponding efficiency scores totaling to one. However, 

collection efficiency in 2009 was more frequently than 2012. The other seven years were 

found to be inefficient as there were inconsistencies between the amount of inputs such as 

number of branches and staff used and amount of outputs such as total collections 

produced. Then, it concluded that due to excessive usage of staff for the collections cause 

of inefficiency of collection. The management should reflect of using minimum possible 

staff for collecting zakat or apply available staff to maximize the total collections 

(Hamzah, 2016). 

 

 

 

 

 

 

 

 

 

 

 



23 
 

CHAPTER 3 

 

METHODOLOGY 

3.0 Introduction 

This chapter explains the research methodology of the study in detail that will clarify 

how the research would be conducted. This study was conducted using the secondary 

data obtained from annual financial reports by Lembaga Zakat Negeri Kedah and 

Lembaga Zakat Selangor for the year 2015 and year 2016. The data obtained from the 

annual reports have been verified by the Auditor General and subsequently analyzed 

using several methods of analysis.  

 

3.1 Development of Analysis 

3.1.1 Vertical and Horizontal Analysis 

 Basic analysis of annual reports is done via two methods of horizontal analysis 

and vertical analysis (Warren, Reeve, & Duchac, 2007). In this study, a horizontal 

analysis was done by analyzing the percentage of increase and decrease in each item in 

the comparison of financial statement for two financial years, while vertical analysis was 

conducted by making a percentage analysis used to show the relationship of each 

component to the sum in a statement. This analysis used to provide comparative 

performance analysis from other state zakat institution with focusing on zakat collection 

and zakat distribution. In addition, to evaluate financial performance and operational 

efficiency of institution by connecting one type of financial information to another and 
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show financial position for certain period (Ram Al Jaffri, 2018). Further analysis was 

implemented by analyzing two zakat states in Kedah and Selangor. 

 In assessing the priorities in the distribution of zakat, the order of priority based 

on the Imam Syafie School developed by Eza Ellany (2014) was referred. The sequence 

was numbered according to priority such as 1-6. The priority order is as follows: al-

Fuqara' (the poor) (No. 1), al-Masakain (Miskin) (No.2), Amil (No.3), al-Gharimin (the 

debtors) (no.4), and Ibn Sabil (travelers) (No.5); and for the other three categories, 

Muallaf (No.6), al-Riqab (slave) (no.6), and Fi-sabilillah (fighting groups in the way of 

Allah) (no.6), placed no.6 because Imam Syafie stated the order of priority for the 

category. 

 

3.1.2 Ratio Analysis 

This study was conducted using the secondary data obtained from Lembaga Zakat 

Negeri Kedah and Lembaga Zakat Selangor of annual financial reports for the year 2015 

and year 2016. The data obtained from annual reports have been verified by Auditor 

General and then analyzed using several methods of analysis such as ratio analysis 

method. The ratio is a relationship between two numbers which are divided between each 

other to know the comparison of the financial position of an enterprise (Isa, 2004). 

 

 

 

 



25 
 

3.1.2.1 Liquidity Analysis 

Liquidity analysis is one of the measurements under ratio analysis which aims to 

measure the availability of assets in the form of cash or assets that are converted into cash 

in a short period to pay for current liabilities. In other words, it refers to the ability of an 

entity to settle short-term obligations as well as management efficiency. Thus, there are 

three measurements that can relate to analyzing liquidity position of the entity such as 

working capital, current ratio, and quick ratio (Isa, 2004). 

 

Working Capital 

Working capital will only exist when the current assets exceed the current 

liabilities, which refers to the availability of a company to settle their debt within a year. 

Working capital model is recognized as the most closely complied with Shariah 

principles and it has been reinforced by some jurists (al-Qardhawi, 1999). The asset 

chosen for zakat must have a possibility and productivity to by being able to produce 

profits and income. Only productive current assets are subject to zakat such as trade 

receivables, other debtors, and cash in hand and in the bank, whereas raw material and 

work progress inventories are not subject to zakat because they are not ready to be sold 

yet. Next, current liabilities subject to zakat that are listed under financial liabilities 

include dividend payable, other creditors, financial lease, and capital lease (Teh Suhaila, 

2017). 
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Current Ratio 

Current ratio is a comparison between current asset and current liabilities, 

whereby the greater the number of current assets over current liabilities, the stronger the 

liquidity of an entity. Therefore, a position of zakat institution is considered satisfactory 

if the current asset is greater than the current liabilities (Isa, 2004). 

 

Quick Ratio 

Quick ratio shows the relationship between most liquid current assets and current 

liabilities. In the current asset group, the quickest asset is cash and short-term investment 

is included as a quick asset because it can be converted into cash immediately. Then, 

account receivable is included as a quick asset because it can be converted into cash 

through the collection from customers such as zakat collection from zakat payers (Teh 

Suhaila, 2017). Table 1 below shows the three measurements under liquidity analysis 

such as working capital, current ratio, and quick ratio that can be used to analyze the 

financial statement of zakat institutions. 
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Working Capital Current Ratio Quick Ratio 

 

 

Current assets – Current 

Liabilities 

 

 

 

 Current asset / Current 

liabilities 

 

 

 

Quick assets (Cash + Short-term 

Investment + Accounts Receivable) /  

                 Current liabilities 

 

Table 3.1: Liquidity Analysis 
 

 

3.1.2.2 Debt Repayment Ability Analysis 

The ability to pay long-term debts is an important indicator of the strengths and 

weaknesses of a company. The measurement ratio used is debts ratio (Isa, 2004). 

Debts ratio 

This ratio is used to show a comparison between a company's total debts and the 

asset owned. The higher the ratio, the weaker the company because the company is 

burdened with interest as well as principal payments. Therefore, in terms of zakat 

institutions, it aims to analyze how much excess zakat fund has that is not distributed yet 

each year (Isa, 2004). Table 2 below shows the formula for debt repayment ability 

analysis of debts ratio to be analyzed. 

Debts Ratio 

Total Liabilities / Total Assets 

Table 3.2: Debt Repayment Ability Analysis 
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3.1.2.3 Performance Analysis 

Performance or profitability of the company is the highest interest to all parties in internal 

and external. Performance analysis is measured by using return on total assets (Isa, 2004). 

Return on Total Assets 

It is used to measure a company's efficiency in operating assets. A company that 

achieves a level of profitability with little assets is more effective than a company that 

achieves the same level of profit but by utilizing more assets. The returns on assets are 

measured by taking net income plus interest expense and dividing it by average of total 

assets. Average of total assets is computed by adding total assets at the beginning and end 

of the year and dividing by two (Isa, 2004). 

 

3.2 Data Collection Method 

 

 The author used secondary data from the annual reports of two states, which 

comprise zakat institutions from Kedah and Selangor to analyze their financial 

statements. Data were collected from year 2015 and year 2016 and have been proved by 

Auditor General and then analyzed using several methods of analysis. Secondary data is 

more beneficial in research as to gain an initial understanding of the research problem 

besides cheaper and faster to access. 
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3.3 Sampling 

 

The sample of this study includes two zakat institutions from two states in 

Malaysia, which are Kedah and Selangor in year 2015 and year 2016. This study choose 

year 2015 and 2016 because of the updated annual report and audited annual report. The 

reason for choosing zakat institutions in Kedah and Selangor is due to their zakat 

administration whereby in Kedah and Selangor, their zakat collection and distribution is 

controlled by Lembaga Zakat Negeri Kedah and Lembaga Zakat Selangor. Both are 

corporatized zakat institutions. While on other state such as Pusat Zakat Kuala Lumpur 

are liable to collect zakat only while zakat distribution is managed under Baitulmal. 
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CHAPTER 4 

 

RESULTS AND FINDINGS 

 

4.1 Development of Analysis 

4.1.1 Horizontal Analysis  

Zakat Collection 

The first analysis has been done from a total zakat collection by Zakat Institution 

in Kedah in 2015 and 2016 by using horizontal analysis as shown in Table 4.1 below. 

Overall, majority of zakat collection performance from each category of zakat shows an 

improved result except for zakat on livestock which show decrement. Zakat on silver 

shows the highest percentage among other zakat with almost 54% increase with a total of 

RM5,976 in 2016 compared to RM2,786 in 2015. This is followed by Qadha zakat with 

increased record by 46.47% and collection of zakat on KWSP by 20.42%. However, 

zakat on livestock decreased significantly by -52%, for example, the total zakat in 2016 

had slightly decreased to RM14,423 compared to 2015 with an increase of RM21,882. 

Next, for the lowest and insignificant result such as below 10% is shown from zakat on 

minerals with 0%, followed by zakat on business with 0.58%, zakat on income with 

4.65%, zakat fitrah 6.94%, zakat on saving with 7.49%, zakat on gold with 7.83%, and 

paddy zakat with 9.85%. 
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These findings provide a clear picture to people especially the Muslims in terms 

of paying their zakat sufficiently. The increase in zakat collection can still be enhanced as 

compared to the actual potential of the current zakat. Next, the overall increase in zakat 

collection was 5.26%, which is still at a low level. As compared with income tax, the 

total zakat collection was only 1% compared with the total collection of the national 

income tax. Therefore, to increase zakat collection in the future, various efforts must be 

done and intensified such as making zakat payment to be easy and exploring other 

sources of zakat fund. For example, Lembaga Zakat Negeri Kedah has recommended the 

optimization of the current usage of zakat technology for easy calculation and payment of 

zakat by zakat payers. Development of software and application can be fully utilized. At 

the same time, the method and finding new sources of zakat can be optimized such as 

zakat on business via an online method and professional zakat income. 
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Table 4.1 Horizontal Analysis of Zakat Collection in Kedah in 2015 and 2016 

  
2015 2016 

Increase/Decrease 
RM RM 

Paddy       4,650,469.00       5,158,554.00           508,085.00  9.85% 

Livestock            21,882.00            14,423.00              (7,459.00) -51.72% 

Income     82,589,365.00     86,614,805.00        4,025,440.00  4.65% 

Business     25,946,191.00     26,098,086.00           151,895.00  0.58% 

Saving     10,138,380.00     10,959,679.00           821,299.00  7.49% 

Investment          279,691.00          331,055.00             51,364.00  15.52% 

KWSP       1,200,840.00       1,508,994.00           308,154.00  20.42% 

Gold          846,755.00          918,729.00             71,974.00  7.83% 

Silver              2,786.00              5,976.00               3,190.00  53.38% 

Minerals                 202.00                         -                   (202.00) 0% 

Fitrah       8,127,304.00       8,733,793.00           606,489.00  6.94% 

Qadha            55,685.00          104,034.00             48,349.00  46.47% 

Others       6,528,896.00       7,737,527.00        1,208,631.00  15.62% 

Total   140,388,446.00   148,185,655.00        7,797,209.00  5.26% 

 

Table 4.2 depicts the horizontal analysis of zakat collection in Selangor in 2015 

and 2016. The overall result of total zakat collection is good with mostly improvement in 

collection, but zakat on livestock records a decrease in percentage with -40.43%. 

Meanwhile, zakat on silver shows the highest percentage among the other types of zakat 

with 41.25% from a total of RM50,870 in 2015 and RM86,588 in 2016, which is the 

same with the previous horizontal analysis of zakat collection from Kedah. It is followed 

by zakat on KWSP with 22.81% and collection from zakat on saving with 12.19% 

increase. Further, the rest show i9ncrement below 10% such as zakat on investment with 

1.17%, zakat fitrah with 3.35%, zakat on business with 4.89%, zakat on wealth with 

5.63%, zakat on income with 6.98%, and zakat on gold with 9.35%; however, zakat on 

agriculture showed a decrease in percentage by -5.51% after zakat on Livestock. 
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The overall total for all types of zakat is 61.67%, which shows increasing growth 

compared to the analysis from zakat Kedah with only 5.26%. This occurred because most 

of zakat collection in 2016 increased respectively. Therefore, zakat Selangor had to take 

the initiative to increase zakat collection in a certain way, whereby Makhtar A. (2010) 

stated that salary deduction scheme for employed people promotes zakat to Muslims 

regarding its easy payment and easy access.   

Table 4.2 Horizontal Analysis of Zakat Collection in Selangor in 2015 and 2016 

  
2015 2016 

Increase/Decrease 
RM RM 

Wealth    
39,287,437.00  

   
41,631,708.00  

    
2,344,271.00  5.63% 

Livestock           
54,053.00  

          
38,490.00  

       
(15,563.00) -40.43% 

Income  
386,038,371.00  

 
415,006,003.00  

  
28,967,632.00  6.98% 

Business  
117,294,669.00  

 
123,326,670.00  

    
6,032,001.00  4.89% 

Saving    
38,081,402.00  

   
43,368,956.00  

    
5,287,554.00  12.19% 

Investment    
10,164,047.00  

   
10,284,282.00  

       
120,235.00  1.17% 

KWSP      
9,724,947.00  

   
12,598,513.00  

    
2,873,566.00  22.81% 

Gold      
2,501,603.00  

     
2,759,502.00  

       
257,899.00  9.35% 

Silver           
50,870.00  

          
86,588.00  

         
35,718.00  41.25% 

Agriculture      
2,528,327.00  

     
2,396,353.00  

     
(131,974.00) -5.51% 

Fitrah    
21,495,047.00  

   
22,239,217.00  

       
744,170.00  3.35% 

Total 627,220,773.00  673,736,282.00  46,515,509.00  61.67% 
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4.1.2 Vertical Analysis  

Zakat Collection 

Table 4.3 shows the vertical analysis of zakat collection in Kedah in 2015 and 

2016, which had the same trend of zakat collection in both years. The collection of zakat 

income is a major contribution with a percentage of zakat collection of almost 60% in 

2015 and 2016 compared to other categories of zakat. It is followed by zakat on business 

which contributed to 20% in 2015 and 2016 and collection from zakat on saving with 8% 

from both years. However, zakat on silver and minerals was 0% in 2015 and 2016, which 

was the lowest zakat collection out of other types of zakat.  
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Table 4.3 Vertical Analysis of Zakat Collection in Kedah in 2015 and 2016 

  
2015 2016 

RM % RM % 

Paddy         
4,650,469.00  3.31%            

5,158,554.00  3.48% 

Livestock              
21,882.00  0.02%                 

14,423.00  0.01% 

Income       
82,589,365.00  58.83%          

86,614,805.00  58.45% 

Business       
25,946,191.00  18.48%          

26,098,086.00  17.61% 

Saving       
10,138,380.00  7.22%          

10,959,679.00  7.40% 

Investment            
279,691.00  0.20%               

331,055.00  0.22% 

KWSP         
1,200,840.00  0.86%            

1,508,994.00  1.02% 

Gold            
846,755.00  0.60%               

918,729.00  0.62% 

Silver                
2,786.00  0.00%                   

5,976.00  0.00% 

Minerals                   
202.00  0.00%                              -    

0% 

Fitrah         
8,127,304.00  5.79%            

8,733,793.00  5.89% 

Qadha              
55,685.00  0.04%               

104,034.00  0.07% 

Others         
6,528,896.00  4.65%            

7,737,527.00  5.22% 

Total 140,388,446.00  100.00% 148,185,655.00  100.00% 
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The results from a vertical analysis of zakat collection based on Table 4.4 for 

zakat Selangor show the same trend of zakat collection in 2015 and 2016. By referring to 

the table below, zakat on income had the highest percentage of 62% in 2015 and 2016 

followed by zakat on business with 18% for both years. Zakat on saving had the third 

highest collection after zakat on business with 7% 

This shows that majority of the employed people have contributed more to zakat 

on income because zakat is paid based on the deduction in their salary. This makes the 

payment by zakat payers easy and not too complicated. 

Table 4.4 Vertical Analysis of Zakat Collection in Selangor in 2015 and 2016 

  
2015 2016 

RM % RM % 

Wealth         
39,287,437  6.26%         

41,631,708  6.18% 

Livestock                
54,053  0.01%                

38,490  0.01% 

Income       
386,038,371  61.55%       

415,006,003  61.60% 

Business       
117,294,669  18.70%       

123,326,670  18.30% 

Saving         
38,081,402  6.07%         

43,368,956  6.44% 

Investment         
10,164,047  1.62%         

10,284,282  1.53% 

KWSP           
9,724,947  1.55%         

12,598,513  1.87% 

Gold           
2,501,603  0.40%           

2,759,502  0.41% 

Silver                
50,870  0.01%                

86,588  0.01% 

Agriculture           
2,528,327  0.40%           

2,396,353  0.36% 

Fitrah         
21,495,047  3.43%         

22,239,217  3.30% 

Total     627,220,773  100.00%     673,736,282  100.00% 
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4.1.3 Vertical and Horizontal Analysis  

Table 4.5 shows the vertical and horizontal analysis of zakat distribution by 

Lembaga Zakat Negeri Kedah in 2015 and 2016. Based on Table 4.5 involving both 

years, zakat fund for the poor had the highest with 40.23% in 2015 and 41.56% in 2016. 

The second group was the fisabilillah with 41.72% in 2015 and 39.01% in 2016. Then, 

amil was the third group of zakat recipients with 11.25% in 2015 and 10.97% in 2016. It 

is followed by fakir, muallaf, and al-Gharimin.   

Analysis from Table 4.5 of horizontal analysis found that majority of the asnaf 

category shows an improvement in the total of zakat fund received except for one 

category from muallaf that shows low percentage. The group with higher percentage in 

2015 and 2016 was fakir with 31.6% and followed by ibn Sabil with 23.10%, al-

Gharimin with 15.74%, and poor family with 10.74%, amil with 5.44%, and fisabilillah 

with 1.39%. Only one group had the lowest percentage, which is muallaf with a decrease 

in-13.20%. 

Findings on this analysis show that Lembaga Zakat Negeri Kedah did not 

distribute zakat according to the priority of the zakat recipients. The priority sequences 

from fakir (1), poor (2), amil (3), al-Gharimin (4), ibn Sabil (5), muallaf (6), al-Riqab (7), 

and fi-sabilillah (8). In 2015, the priority sequence developed by Lembaga Zakat Negeri 

Kedah was fisabilillah (1), poor (2), amil (3), fakir (4), muallaf (5), Ibnu Sabil (6), and al-

Gharimin (7). No zakat distribution was made to al-Riqab in both years. 
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Table 4.5 Vertical and Horizontal Analysis of Zakat Distribution in Kedah in 2015 and 

2016 

  
2015 2016 2015 2016 

Increase/ Decrease 
RM RM % % 

Fakir      
8,065,104  

          
11,791,594  5.38% 

7.25% 
         
3,726,490  31.60% 

Miskin    
60,350,677  

          
67,608,579  40.23% 

41.56% 
         
7,257,902  10.74% 

Amil    
16,875,340  

          
17,845,507  11.25% 

10.97% 
            
970,167  5.44% 

Muallaf      
1,902,430  

            
1,680,590  1.27% 

1.03% 
          
(221,840) -13.20% 

Al-Riqab                  -                            
-    0.00% 

0.00%                         -    0.00% 

Al 
Gharimin 

          
32,100  

                 
38,098  0.02% 

0.02% 
                 
5,998  15.74% 

Fisabilillah    
62,585,716  

          
63,466,777  41.72% 

39.01% 
            
881,061  1.39% 

Ibnu Sabil         
189,050  

               
245,840  0.13% 

0.15% 
               
56,790  23.10% 

Total 150,000,417      162,676,985  100.00% 100.00%      12,676,568  74.81% 

 

Table 4.6 shows an analysis of vertical and horizontal zakat distribution by zakat 

Selangor in 2015 and 2016. Referring to Table 4.6 of vertical analysis, the poor 

constituted the highest group receiving zakat fund with 29.87% in 2015 and 28.71% in 

2016. The second group was fisabilillah with a total of 23.85% in 2015 and 21.53% in 

2016. Next, fakir was the third group after fisabilillah with a total of 14.44% in 2015 and 

14.11% in 2016.   
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Therefore, majority of the asnaf category shows an increase in total zakat fund 

received except for zakat for fisabilillah with a decrease in -7.37% with decreasing total 

zakat distribution from 2015 to 2016. Next, the highest group is al-Riqab, which showed 

an increasing percentage with 26.77% and followed by al-Gharimin with 18.30%, 

muallaf with 11.73%, amil with 6.90%, and the rest with below than 1%, which is fakir 

with 0.80%. Three groups of asnaf have shown decreasing results, such as miskin with -

0.86%, Ibnu Sabil with -4.83%, and fisabilillah with -7.37%. 

Hence, all zakat payments received have been distributed to eight asnaf based on 

their basic needs in life. When looking at the current, unpredicted economy situation in 

our country, no wonder the number of asnaf will increase drastically. Thus, zakat 

Selangor needs to give priority to the zakat recipients based on the sequence of asnaf 

under Syariah. 
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Table 4.6 Vertical and Horizontal Analysis of Zakat Distribution in Selangor in 2015 and 

2016 

  
2015 2016 2015 2016 

Increase/ Decrease 
RM RM % % 

Fakir    
97,649,765  

   
98,441,593  

 
14.44% 14.11%        791,828  0.80% 

Miskin  
201,962,277  

 
200,234,552  

 
29.87% 28.71% 

     
(1,727,725) -0.86% 

Amil    
78,402,597  

   
84,217,035  

 
11.60% 12.07% 

        
5,814,438  6.90% 

Muallaf    
53,776,646  

   
60,924,010  

 
7.95% 8.73% 

        
7,147,364  11.73% 

Al-Riqab    
22,285,306  

   
30,431,614  

 
3.30% 4.36% 

        
8,146,308  26.77% 

Al-
Gharimin 

   
59,531,558  

   
72,864,047  

 
8.81% 10.45% 

     
13,332,489  18.30% 

Fisabilillah  
161,237,237  

 
150,174,800  

 
23.85% 21.53% 

   
(11,062,437) -7.37% 

Ibnu Sabil      
1,202,193  

        
206,362  

 
0.18% 0.03% 

         
(995,831) -4.83% 

Total 676,047,579  697,494,013  100.00% 100.00% 21,446,434 51.44% 

 

4.1.4 Comparison of Analysis of Zakat Collection and Zakat Distribution 

Table 4.7 reports a comparative analysis of zakat collection and distribution by 

Lembaga Zakat Negeri Kedah in 2015 and 2016. The analysis results show that there was 

insignificant relation between zakat collection and zakat distribution. In 2015, the overall 

zakat collection comprised a total of RM140 million; however, the overall zakat 

distribution comprised a total of RM150 million with different amount of almost RM10 

million. Next, in 2016, the overall total of zakat collection was RM 148 million; however, 

the overall total of zakat distribution was RM162 million with different amount of 

exceeding RM14 million.   
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This happens because of certain factors whereby Hairunnizam (2017) stated that 

this difference occurs when people often pay zakat at the end of the year and the zakat 

fund is distributed at the beginning of the following year. Next, there was a gap between 

zakat collection and zakat distribution in both years. Deficit amount was found in the 

difference between zakat collection and zakat distribution in 2015 and 2016. This 

situation gives a bad sign to the conservation of zakat. If this situation is continuous, 

Lembaga Zakat Negeri Kedah might face some problems in terms of shortage in zakat 

fund in the future. Further, the amount of zakat distribution received by asnaf will be 

limited due to lack of funds.  

 

Table 4.7 Comparison of analysis of zakat collection and distribution in Kedah in 2015 

and 2016  

  2015 2016 

Total Collection 140,388,446 148,185,655 

Total Distribution 150,000,417 162,676,985 

Differentiation (9,611,971.00) (14,491,330.00) 
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Table 4.8 records an analysis of comparison of total zakat collection and 

distribution to asnaf by Lembaga Zakat Selangor in 2015 and 2016. The analysis results 

show that the total zakat collection was less than the total zakat distribution in 2015 and 

2016. In 2015, the total zakat collection was RM 627 million, which is less than the total 

zakat distribution of RM676 million and the difference is RM 48 million. In 2016, the 

total zakat collection was RM 673 million, which is less than the total distribution of 

RM697 million and the difference is RM23 million. Even though the total zakat 

collection was less than the total zakat distribution, the total zakat collection however 

increased from 2015 to 2016 similarly with the total zakat distribution.   

 

Table 4.8 Comparison of Analysis of Zakat Collection and Zakat Distribution in Selangor 

in 2015 and 2016 

  2015 2016 

Total Collection 627,220,773 673,736,282 

Total Distribution 676,047,579 697,494,013 

Differentiation (48,826,806.00) (23,757,731.00) 
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Finally, all results on horizontal and vertical analysis of zakat collection and 

distribution from two zakat institutions in Kedah and Selangor are summarized. The 

overall analysis of horizontal in zakat collection has been achieved by zakat Selangor 

with the highest collection of zakat that increased up to RM 46,515,509 with 61.67%. 

Meanwhile, in the vertical analysis, the highest zakat collection is from zakat on Income 

in Selangor which contributed to almost 62%. Compared with other states, zakat 

collection in Selangor is probable to be better because it is a developed state in Malaysia 

(Nurul Husna, 2010). As an institution that responds to managing zakat collection, LZS 

must maintain the momentum of collection every year. Next, the main role of LZS is to 

give da’wah and education on the obligation to pay zakat especially zakat on Business 

and Income through Salary Deduction Scheme. Salary Deduction Scheme is an 

alternative way of zakat collection of monthly tax rebate recognized under Lembaga 

Hasil Dalam Negeri (LHDN) especially in Selangor. Now, LZS has built a portal known 

as “e-majikan” for companies to easily manage, update, and check previous zakat 

payment by employees. Next, LZS has given personalized service especially for 

corporate zakat payers to make sure that they fulfill the zakat requirement. Examples of 

services given by zakat institution are giving talk, making zakat estimation, and assisting 

zakat payers in paying their zakat systematically (Lembaga Zakat Selangor, 2015).  

Next, the overall results from zakat distribution through horizontal and vertical 

analysis are good. Further, majority of the highest distribution was given to poor Muslims 

from zakat Kedah with 42% of vertical analysis while overall increase by 74.81% is 

observed in a horizontal analysis compared to Selangor with 51.44%. Next, unspecific 

asnaf priority from zakat Kedah come from total change in number in the asnaf category; 
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it is difficult to estimate a fixed amount of each asnaf category. Status of asnaf has also 

changed, for example, in 2015, their status was fakir but in 2016, their status changed to 

poor category. Therefore, zakat Kedah must give more attention or priority to asnaf by 

following Syariah. If zakat Kedah successfully distributes zakat to the prioritized asnaf, it 

will give a positive impact on the overall zakat management in the future and will build 

trust among zakat payers and recipients.  

 

4.2 Ratio Analysis 

4.2.1 Liquidity Analysis 

Working Capital 

Net working capital is a financial solution to calculate cash and operating liquidity 

place of a business. It comprises the amount of all current assets and current liabilities. 

Net working capital shows the capability of a management to operate assets in an 

effective way and estimate short-term liquidity of business performance. With significant 

cash in its assets, it may sufficiently measure the business slightly fast. On the other hand, 

if the business has very slight cash assets, then it is difficult for the company to handle 

fast growth company performance (Peavler, 2018).  
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In 2015, zakat institution in Kedah had current assets with a total of RM 

188,392,907 and current liabilities of RM 10,733,543, then the zakat institution can pay 

its short-term liabilities such as undistributed zakat fund and still have RM 177,659,364 

left over. Meanwhile, in 2016, their current assets decreased by RM 179,360,000 and 

current liabilities increased to RM 11,860,000. The total of working capital was RM 

167,500,000, lower than the amount in 2015; hence, the zakat institution needs to give 

undistributed zakat fund to recipients.  

Furthermore, based on the analysis of working capital zakat institution in 

Selangor, in 2015 it had current assets of RM 246,008,881 and current liabilities of RM 

3936,656. Then, the zakat institution can pay its short-term liabilities such as 

undistributed zakat fund of RM 242,072,225 left amount. In 2016, the total of current 

assets decreased to RM 238,796,459 and current liabilities were RM 13,588,863 of 

increased amount compared to the previous year. The total of working capital was RM 

225,207,596, lower than the amount in 2015. In conclusion, zakat Selangor is efficient 

because their total current assets and current liabilities is larger compared to zakat Kedah.   
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Table 4.9 Working Capital of Zakat Kedah in 2015 and 2016 

Sources: (Laporan Tahunan Lembaga Zakat Negeri Kedah Darul Aman, 2015) 
                (Negara, 2016) 
 

 

Table 4.10 Working Capital of Zakat Selangor in 2015 and 2016 

2015 Working Capital = Current Assets – Current Liabilities 

                             = RM 246,008,881 – RM 3936,656 

                             = RM 242,072,225 

2016 Working Capital = Current Assets – Current Liabilities 

                             = RM 238,796,459 – RM 13,588,863 

                             = RM 225,207,596 

Sources: (Negara, 2015) 

               (Selangor M. A., 2016) 

 

2015 Working Capital = Current Assets – Current Liabilities 

                             = RM 188,392,907 – RM 10,733,543 

                             = RM 177,659,364 

2016 Working Capital = Current Assets – Current Liabilities 

                             = RM 179,360,000-RM 11,860,000 

                             = RM 167,500,000 
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Figure 4.1: Working Capital of Zakat Kedah in 2015 and 2016 

 

 

 

 

Figure 4.2: Working Capital of Zakat Selangor in 2015 and 2016 

2015 2016

Working Capital 177,659,364 167,500,000

177,659,364

167,500,000

162,000,000

164,000,000

166,000,000

168,000,000

170,000,000

172,000,000

174,000,000

176,000,000

178,000,000

180,000,000

W
o

rk
in

g 
C

ap
it

al
 

(R
M

)

Year

Zakat Kedah

Working Capital

2015 2016

Zakat Selangor 242,072,225 225,207,596

242,072,225

225,207,596

215,000,000

220,000,000

225,000,000

230,000,000

235,000,000

240,000,000

245,000,000

W
o

rk
in

g 
C

ap
it

al
 

(R
M

)

Year

Zakat Selangor

Zakat Selangor



48 
 

Current Ratio 

Current ratio is the comparison between current assets and current liabilities; the 

greater the number of current assets over current liabilities, the stronger the liquidity of 

an entity. For example, from the analysis of the annual reports of zakat Kedah, it was 

indicated that in 2015, for each one of current liabilities, zakat Kedah had 17.55 of 

current asset. In 2016, the situation was not good because for each one of current 

liabilities, zakat Kedah had only 15.12 of a current asset to meet its obligation compared 

to 2015 (Isa, 2004). Meanwhile, the annual reports of zakat Selangor stated that in 2015, 

for each one of current liabilities, zakat Selangor had 62.49 of a current asset but in 2016, 

it suddenly declined to 17.57 rates and this effect organization performance in term of 

liquidity.   

Therefore, the current ratio of two years financial performance of zakat Kedah 

and zakat Selangor was not good in terms of financial health because they were unable to 

cover short-term financial obligations such as zakat distribution increase for the next 

year; however, zakat collection from zakat payer was still decreasing in percentage. Zakat 

Kedah started to experience decreased rate in 2016 of 15.12 from 17.55 in 2015, while 

the rate for zakat Selangor decreased from 62.49 in 2015 to 17.57 in 2016 (Ganbaatar, 

2010).  

Lower total current liabilities cause of zakat institution as an organization that not 

motivated by profit and growth and is different with the business since the goal of 

business is maximizing profit (Flynne, 1992). They are liable in collecting funds from 

eligible Muslim and then this fund been distributed to the eligible recipients while 
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baitulmal is functioning to distributed fund to focus group to reduce poverty (Nor 

Shahrina, 2013) 

 

Table 4.11 Current Ratio of Zakat Kedah in 2015 and 2016 

Sources: (Laporan Tahunan Lembaga Zakat Negeri Kedah Darul Aman, 2015) 

                 (Negara, 2016) 

 

Table 4.12 Current Ratio of Zakat Selangor in 2015 and 2016 

Sources: (Negara, 2015) 
               (Selangor M. A., 2016) 
 

2015 Current Ratio = Current Assets / Current Liabilities 

                             = RM 188,392,907 / RM 10,733,543 

                             = 17.55 

2016 Current Ratio = Current Assets / Current Liabilities 

                             = RM 179,360,000 / RM 11,860,000 

                             = 15.12 

2015 Current Ratio = Current Asset / Current Liabilities 

                        = RM 246,008,881 / RM 3936,656                        

                        = 62.49 

2016 

 
 

Current Ratio = Current Asset / Current Liabilities 

                        = RM 238,796,459 / RM 13,588,863 

                        = 17.57 
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Figure 4.3: Current Ratio of Zakat Kedah in 2015 and 2016 

 

 

 

Figure 4.4: Current Ratio of Zakat Selangor in 2015 and 2016 
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Quick Ratio 

Next, the analysis of quick ratio has shown a relationship between the most liquid 

current assets and current liabilities. High liquidity of current assets is quick assets. The 

current asset includes categories such as cash, short-term investment, and account 

receivable whereas the quickest asset is cash followed by short-term investment. 

Meanwhile, account receivable refers to collection from zakat payer and can be changed 

to cash to become quick asset as well. Inventories are not included as quick assets 

because there needs to be a change from inventories to account receivable then to cash. 

Generally, quick assets equal to current liabilities as 1:1 and regarded as a good indicator 

(Isa, 2004). 

Next, based on quick ratio, by referring to quick ratio of zakat Kedah in 2015, the 

highest amount from the category of a current asset was the short-term investment of RM 

151,790,000 compared to short-term investment in 2016 which decreased to RM 

116,290,000. On the other hand, the highest category of the current asset in zakat 

Selangor for both years was cash of RM 67,894,757 in 2015 and RM 110,333,515 in 

2016. Then, the liquidity for both years for zakat institutions in Kedah and Selangor was 

not efficient because the quick ratio in zakat Kedah was 17.37 in 2015 and decreased to 

4.83 in 2016. Meanwhile, the quick ratio in zakat Selangor was 29.87 in 2015 and 

decreased to 11.87 in 2016. Therefore, the quick ratio for 2015 was relatively better 

compared to in 2016 for zakat institutions in Kedah and Selangor.  
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Table 4.13 Quick Ratio of Zakat Kedah in 2015 and 2016 

2015 Quick Ratio = (Cash + Short Term Investment + Acc. Receivable) / Current 

Liabilities 

                    =(RM 32,265,477 + RM 151,790,000 + RM 2408,299) / RM 

10,733,543                      

                    = 17.37                     

2016 Quick Ratio = (Cash + Short Term investment + Acc. Receivable) / Current 

Liabilities 

                     = RM 57,290,000 + RM 116,290,000 / RM 11,860,000 

                     = 4.83 

Sources: (Laporan Tahunan Lembaga Zakat Negeri Kedah Darul Aman, 2015) 
                 (Negara, 2016) 
 

Table 4.14 Quick Ratio of Zakat Selangor in 2015 and 2016 

2015 Quick Ratio = (Cash + Short Term Investment + Acc. Receivable) / Current 

Liabilities 

                    = (RM 67,894,757 + RM 49,629,605 + RM 57,396) / RM 3936,656 

                    = 29.87 

2016 Quick Ratio = (Cash + Short term investment + Acc. Receivable) / Current Liabilities 

                    = (RM 110,333,515 + RM 50,552,589 + RM 427,352) / RM 13,588,863         

                    = 11.87 

Sources: (Negara, 2015) 
               (Selangor M. A., 2016) 
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Figure 4.5: Quick Ratio of Zakat Kedah in 2015 and 2016 

 
Figure 4.6: Quick Ratio of Zakat Selangor in 2015 and 2016 
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4.2.2 Debt Repayment Ability Analysis 

 

Debt ratio 

In 2016, zakat institution in Kedah relied more on debts with 7% compared to 

2015 with only 4% debt obligation. Similarly, zakat Selangor had higher debt of 6% in 

2016 compared to 2015 with only 2% of excess zakat fund not distributed yet. Further, 

the ability to pay debts depends on profitability whereby if profitability is good and 

company can pay its debts, the debts are not a problem to the company (Isa, 2004).  

Therefore, a lower collection of zakat is increasing every year, which is one of the 

factors that cause undistributed zakat fund to the recipients. As we know, the 

unpredictable current economy and total recipients increase year by year, hence it is 

difficult for zakat institutions to distribute zakat fund efficiently.  

Moreover, payment of zakat is more of an act of religious (Islam) virtue in its 

place of an act driven by legal responsibility. In other words, Malaysian Muslims will be 

charged under the lawful system in Malaysia if they refuse to pay tax; however, for zakat, 

they will not be charged under the law system, but they will be punished in the hereafter 

(Mohd Rodzi, 2013). 
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Table 4.15 Debt ratio of Zakat Kedah in 2015 and 2016 

2015 Debts ratio = Total Liabilities / Total Assets 

                    =   RM 10,733,543 / RM 245,361,022 

                   =   4% 

 

2016 Debts ratio = Total Liabilities / Total Assets 

                    = RM 11,860,000/ RM 167,500,000 

                    = 7% 

 

Sources: (Laporan Tahunan Lembaga Zakat Negeri Kedah Darul Aman, 2015) 
                 (Negara, 2016) 
 

Table 4.16 Debt ratio of Zakat Selangor in 2015 and 2016  

2015 Debts ratio = Total Liabilities / Total Assets 

                    = RM 3936,656 / RM 242,072,225 

                    = 2% 

2016 Debts ratio = Total Liabilities / Total Assets 

                    = RM 13,588,863 / RM 225,207,596 

                    = 6% 

Sources: (Negara, 2015) 
               (Selangor M. A., 2016) 
 

 



56 
 

 

Figure 4.7: Debt Ratio of Zakat Kedah in 2015 and 2016 

 

 

 

Figure 4.8: Debt Ratio of Zakat Selangor in 2015 and 2016 
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4.2.3 Performance Analysis 

Return on Assets 

Return on assets consist of net income and average total assets whereby net 

income represents activity for the period while average total assets are measured of a 

certain date by adding current year’s and previous year’s total assets and divide by two.   

Further, this ratio measures how effectively a company can produce a return on its 

investment in assets. In other words, it refers to how efficiently a company can change 

the money used to buy assets into net income or profits. A positive ROA ratio usually 

specifies a rising profit movement as well (Course, 2018). The table below shows that the 

ratio for return on assets of zakat Selangor is efficient due to rising profit movement from 

-0.16 in 2015 to -0.07 in 2016.  

 

Table 4.17 Return on Assets of Zakat Kedah in 2015 and 2016 

2015 Return on Assets = Net Income + Interest Expenses / Average Total Assets 

                           = -RM 9,611,971 / RM 247,324,014 

                          =    -0.04 % 

2016 Return on Assets = Net Income + Interest Expenses / Average Total Assets 

                           = -RM 14,490,000 / RM 206,430,511 

                           = -0.07% 

Sources: (Laporan Tahunan Lembaga Zakat Negeri Kedah Darul Aman, 2015) 
                 (Negara, 2016) 
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Table 4.18 Return on Assets of Zakat Selangor in 2015 and 2016 

2015 Return on Assets = Net Income + Interest Expenses / Average Total Assets 

                           = - RM 41,418,909 / RM 262,781,680 

                          = -0.16% 

2016 Return on Assets = Net Income + Interest Expenses / Average Total Assets 

                           = - RM 16,864,629 / RM 233,639,911 

                           = -0.07% 

 

Sources: (Negara, 2015) 
               (Selangor M. A., 2016) 
 

 
Figure 4.9: Return on Assets of Zakat Kedah in 2015 and 2016 
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Figure 4.10: Return on Assets of Zakat Selangor in 2015 and 2016 
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CHAPTER 5 

 

CONCLUSION 

 

5.1 Discussion 

The present study attempts to analyze the financial statement analysis from the 

annual reports of zakat institutions in Kedah and Selangor in year 2015 and year 2016. 

Toward the end of the study, this research has given a contribution to zakat institutions 

especially zakat Kedah and Selangor by providing some knowledge to them on how to 

analyze annual reports in terms of zakat collection, zakat distribution, as well as income 

statement and balance sheet for end of the year in an annual report. Further, zakat 

institutions can also improve their performance and find any problem related to zakat 

collection and distribution by using the analysis of this study. This study has used some 

suitable methods to analyze financial statements such as horizontal and vertical analysis 

of zakat collection and distribution of zakat institutions in Kedah and Selangor. The other 

method of ratio analysis is liquidity analysis in terms of working capital, current ratio, 

and quick ratio. Then, debt ratio analysis and performance analysis on return on assets 

were implemented in this study. 
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The results have indicated that the zakat collection from Selangor is the most 

efficient due to increasing zakat collection in the next year and the total percentage of 

zakat collection is 61.67% and followed by zakat on income with the highest percentage 

of 62% recorded. Meanwhile, in terms of zakat distribution, it involves total zakat 

recipients of zakat Selangor from three groups of asnaf such as poor, fisabilillah, and 

Ibnu Sabil which decreased in the next year. This result has given an improvement in 

zakat because it will reduce poverty among asnaf and increase the growth of the 

economy. Overall, Zakat Kedah must give more attention and priority on asnaf by 

following Syariah and if zakat Kedah successfully distributes zakat to of the prioritized 

asnaf, it will give a positive impact on its overall zakat management in the future and 

build trust among zakat payers and recipients. 

Referring to ratio analysis, overall it is less efficient in terms of the financial 

statement of annual reports of zakat institutions because the total zakat collection was 

decreasing in 2016. This result indicates that zakat institutions still need an improvement 

in financial and non-financial duties to achieve better performance by giving priority to 

asnaf following the Syariah regulation and disclose the financial statement in the annual 

report in detail as to give trust to the public, especially the Muslims, towards zakat 

institutions’ performance. Good financial management performance by zakat institutions 

will not only lead to well-planned financial, but it also has a positive impact on zakat 

management especially in the aspect of zakat collection and distribution.  
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It is believed that zakat institutions will be useful if they deliver clear picture to 

the public on the financial reporting of zakat fund. This study hoped to lean on some 

bright on how zakat institutions should disclose information for public viewing and why 

it is so important for their reputation. Then, this is importance not only for the image of 

zakat institutions but also to inspire payers to pay zakat through zakat institution. 

 

5.2 Implications 

In this study, zakat institution is main organization responsible to handle zakat 

collection and distribution efficiently as well as in financial and non-financial 

performance. Currently, payment of zakat is voluntary, positive response of the 

community to the zakat institution is important. Zakat institution in their duty to make 

zakat collection and distribution effective and credibility performance. Besides that, 

authorities also need to bring more efforts to improve promotional activities and distinct 

explanation to the public about the responsibility of zakat payment. Zakat institution also 

give information regarding zakat collection center and make advertisement through mass 

media. Announcement in media need to be carried out to inform the public about the 

important of zakat. To improve zakat collection, giving more on promotional activities 

through mass media such as special columns and interviews in Islamic magazines 

programs that focusing on issue of zakat, special interview on the television and radio 

programs, conduct press conference session for special activities involving many people 

and distribute a scheduled press release to the media to report programs and activities 

(Deraman, 2016) 
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 In addition, the zakat institution also need to build relationship with zakat payer 

by improving communication between them. Communication either through direct 

communication, media socials or advertisement which probable to help increasing 

consciousness and persons intention to pay zakat to the zakat collection center. Zakat 

institution also must establish programs to give more consciousness not only directly to 

the individuals but also to the partners and close family members. If the level of 

understanding among spouses and immediate family members increase, then it will be 

directly give impact to strong intention for individuals to pay zakat (Deraman, 2016) 

 Besides that, improving in effectiveness of zakat distribution is important to 

assign more resources to the integrated programs such as economic support programs 

effects on the comfort of poor households. Under this program, not only in the economic 

aspect but also in other aspect such as education, health, social and spiritual.  Then, 

improve effectiveness of zakat targeting by exposed poor targeting of zakat recipients 

which determine main characteristics of the poor such as recipients of zakat are the 

households directed by someone moderately young, female, married, moderately 

uneducated and not working, poor health conditions and lack of assets. In addition, 

deliver more and improved access to the desirable services including in coordination with 

government such as deliver more information on health facilities not only provided by 

organizations but also provided by government (Kasri, 2014). 
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 An analysis and interpretation of financial statements is an important tool in 

evaluating company’s performance. It tells strengths and weakness of a company. From 

the ratio analysis of company’s balance sheet and income statement of 2015 specified 

that both zakat institution in Kedah and Selangor are in good condition compare year of 

2016. In addition, an analysis on liquidity ratio, debt ratio and profitability ratio were 

found to be suitable especially for Lembaga Zakat Selangor. Then, over this analysis it 

can be concluded that zakat is applied by Lembaga Zakat Selangor is consistent with the 

hadith described by Muslim that “zakat is the bridge of Islam; so, whoever performs it 

can cross the bridge and whoever withholds it will be detained beneath it (Khairil, 2014) 

 

5.3 Contributions 

 Therefore, the results from this study can support managing of zakat institution 

reporting in satisfying stakeholders’ needs. The exposure of information further 

strengthens common relationships between zakat payer and zakat institutions (S, 2014). It 

is hoped that the application method of this study would be able to help zakat institution 

to improve their performance as well as to give their liability to the stakeholders. Then, 

this study is hoped to give some knowledge on how zakat institutions should disclose 

information for public viewing and why it is so important for their reputation and 

importance not only for image of zakat institutions but also to inspire payers to pay zakat 

through zakat institution.  
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5.4 Limitation 

Every study has its limitation and the same goes for this study. The author sees 

that this research would need more time in terms of getting the data to be analyzed so that 

the right data will generate a more accurate point of research. Due to time constraint, this 

study was done in the Kedah and Selangor areas. Further, it is difficult to explore the 

financial statement in the annual reports of zakat institutions in detail and only some of 

the zakat institutions disclosed their financial statement in annual reports such as zakat 

Kedah and Selangor whereas the others stated that their financial statement is 

confidential. Furthermore, not all ratio analysis was used in this study and only the 

related financial statement was developed in ratio analysis. 

 

5.5 Future Study 

Due to the above factors, it is suggested that the future studies provide other analysis of 

zakat institutions financial statement such as Data Envelopment Analysis. Next, the 

extension should be on other zakat institutions in Malaysia such as Kuala Lumpur, Negeri 

Sembilan, and other states after the year 2016 and above.   
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