FAB ISLAMIC

FAB INTERNAL SHARIAH SUPERVISION
COMMITTEE RULING

In the Name of Allah the Most Gracious the
Most Merciful

Shariah Ruling

Subject: Interbank Commodity Murabaha
Liabilities

All praise is due to Allah, prayers and peace
be upon the last Prophet Mohammad, and
be upon his relatives and all his companions;
now therefore,

The Internal Shariah Supervision Committee
(“ISSC”) of the First Abu Dhabi Bank (“FAB”,
or the “Bank”) has reviewed the Interbank
Commodity Murabaha Liabilities (“Product”,
or “ICML”) submitted by the Bank as follows:

DESCRIPTION

The Product is an Islamic liquidity
management product that enables Islamic
banks or Islamic Window of conventional
financial institutions to use their surplus
liquidity to fund purchase of Shariah
compliant commodities at a certain cost and
sell the same at profit to FAB to earn halal
profits. It is essentially a commodity sale
transaction serving as a conduit through
which Islamic Banks’ or Islamic Window of
conventional Fls places funds with FAB for a
pre-determined period in a Shariah
compliant manner. This product is suitable
for meeting Islamic Banks’ or Islamic
Window of conventional Fls short to medium
term Islamic  liquidity =~ management
requirements.
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Since Wakala deposits are Shariah scholars’
preferred liquidity management instrument,
in addition to being more efficient in terms of
cost and process wise, the Bank is
responsible for carrying out a due diligence
to ensure that this product is offered as a last
resort.  Other liquidity = management
instruments such as Interbank Wakala
Liability should be offered first before
availing the Product.

STRUCTURE

* An ICML transaction would entail an
Islamic bank or Islamic Window of a
conventional bank purchasing Shariah
compliant commodities on spot basis
from Broker A and selling the same on a
deferred payment basis to FAB at cost
plus profit. For reasons associated with
operational efficiency, the Islamic Bank
or Islamic Window of conventional banks
(the “Customer”) may appoint the Bank
as their agent for performing the
purchase  of  Shariah  compliant
commodities activity from Broker A.

» Customer appoints the Bank as Agent.
FAB, as agent of the Customer,
purchases specific Shariah compliant
commodities with specified quantity
priced in the currency of the ICML
transactions from commodity Broker A
operating in international commodity
markets.

» Customer pays the commaodity cost price
to Broker A via the Bank acting as agent
of the Customer.

» Customer sells the purchased
commodities to the Bank at a sale price
(cost price plus profit) on a deferred
payment basis.
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« Bank will immediately sell the
commodities to Commodity Broker B on
spot basis.

* Broker B makes spot payment to the
bank for the commodities it purchased
from the Bank.

* Bank pays the cost price + profit to the
Customer on the deferred payment date.

DOCUMENTS
1. Master Murabahah Agreement
APPROVAL

Upon revision and deliberation of the
submitted proposal, the ISSC thereupon has
decided that the Interbank Commodity
Murabaha Liabilities is permissible subject to
the Shariah guidelines given by the ISSC in
this ruling.

SHARIAH GUIDELINES

1. The Customer must have ownership over
and possess the commodity prior to
selling it to the Bank.

2. The commodity must be fully identified
and prescribed - e.g. with specific type,
quantity, serial number and place of
storage upon the issuance of the sale
offer by the Customer to the Bank.

3. The Customer is neither allowed to buy
back the commaodity that has been sold to
the Bank on deferred basis to avoid ‘Inah
Sale

4. The Bank is not allowed to sell back to
the same supplier/broker whom the Bank
has bought the commodities from to
avoid tripartite ‘Inah Sale
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5. The commodity must not be of the =sewall je (o aludl GsSof Jsmy Y 5

commodities that are not allowed for Sl , diaall ; Cadll Jie Jal o Leas
deferred sale such as gold, silver and

currencies

6. There should not be any pre- Jiad 5 ) Guue caiipclia o ol Sy .6
arrangement of fictional device (hilah) in el e Gl bl dn) e Alalae dwi
executing  Commodity =~ Murabahah ) Lol ) a5 u‘
transaction that might lead to Riba o T

7. The Bank shall adhere to all the above (i odlef 4o Hill Cilga sl IS bl aiy 7
mentioned Shariah guidelines and any .Y -n e daalll W s o Al Cilea s
other guidelines issued by the ISSC from
time to time.

Allah knows the Best and prayers and peace  all _le 5 aass U e o3l 5330l ?S:j A g
be upon the last Prophet, and be upon his
relatives and all his companions.
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First Abu Dhabi Bank Internal de Hdd) 48, Al
Shariah Supervision Committee S ah ool i 4031



