FAB ISLAMIC

FAB INTERNAL SHARIAH SUPERVISION
COMMITTEE RULING

In the Name of Allah the Most Gracious the Most
Merciful

Shariah Ruling

Subject: Interbank Wakala and

Liabilities

Deposit

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
(“1SSC”) of the First Abu Dhabi Bank (“FAB”, or
the “Bank”) has reviewed the Interbank Wakala
Deposit and Liabilities (“Product”) submitted by
the Bank as follows:

DESCRIPTION

1.Interbank Wakalah Deposit

Interbank Wakalah Deposit (IWD) is an Islamic
liquidity management solution that enables the
bank to invest its excess Shariah compliant
deposits in the Shariah compliant
assets/investments of Islamic Banks’ or Islamic
Window of conventional Fls’ to earn Sharia
compliant returns (profits). This product is
suitable for meeting the bank’s short to medium
term Islamic liquidity management
requirements.

For IWD, Islamic banks or Islamic Window of
conventional FIs’ are appointed as the agent of
the bank (the principal) to invest funds on the
latter’s behalf. Islamic Banks or Islamic Window
of conventional FIs’ invests IWD funds in its
Shariah compliant assets/investments. It is a
Shariah requirement that neither the deposit
amount (capital) nor the profit be guaranteed.
However, an anticipated profit amount can be
guoted to the bank by the agent. The agent may
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receive a mutually agreed agency fee for acting
as agent and for the investment of the bank’s
funds. An incentive mechanism is also provided
that entails the agent to receive profits in case
the actual profit made is over and above a
defined threshold (anticipated profit) provided
for in the Master Wakala Agreement’s Form of
Investment Offer.

2. Interbank Wakalah Liabilities

Interbank Wakala Liabilities (IWL) is an Islamic
liquidity management solution that enables
Islamic Banks or Islamic Window of conventional
Fls to invest their excess funds in the bank’s
Shariah compliant assets/investments to earn
halal profits. This product is suitable for Islamic
Fls / Islamic windows of conventional banks
requiring short to medium term liquidity
management solutions.

For an IWL transaction, FAB is appointed as the
agent of the depositor (the principal) to invest
funds on the latter’s behalf. The bank invests the
IWL funds in its Shariah compliant
assets/investments. It is a Shariah requirement
that neither the deposit amount (capital) nor the
profit be guaranteed. However, an anticipated
profit amount can be quoted to the principal by
the bank. The bank may receive a mutually
agreed agency fee for acting as agent and for the
investment of the principal’s funds. An incentive
mechanism is also provided that entails the bank
to receive profits in case the actual profit made
is over and above a defined threshold
(anticipated profit) provided for in the Master
Wakala Agreement’s Form of Investment Offer.

STRUCTURE

e |IWD transaction would entail the bank
appointing an Islamic Bank/Islamic Window
as its agent to invest its capital in the latter’s

Shariah compliant assets aimed at
generating Shariah compliant returns
(profits).
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e The Bank appoints Islamic Bank/Islamic
Window as Agent and transfers capital to
Islamic Bank/Islamic Window for investment
in the latter’'s Shariah  compliant
assets/investments for a certain investment
period aimed at generating certain expected
halal yields. The Bank may pay Islamic
Bank/Islamic Window an Investment agency
fee for the latter acting as agent.

e [slamic Bank/Islamic Window invests the
Bank’s capital in its Shariah compliant
assets/investment.

e [slamic Bank/Islamic Window earns returns
on the investments made with the Bank ‘s
funds.

e Islamic Bank/Islamic Window pays the
capital and the realised expected profit
amount to the Bank at the end of the
investment period. Any profit earned in
excess of the expected profit rate is given to
Islamic  Bank/Islamic Window as a
performance incentive (if any).

DOCUMENTS
1.Master Wakala Agreement
APPROVAL

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

SHARIAH GUIDELINES

1. The principal and the agent shall agree on
the Wakalah terms and conditions prior the
Wakalah deposit transaction.

2. The anticipated profit and agency fee (if any)
must be agreed upfront between the
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FAB( isLamic

principal and the agent before entering into
any Wakalah investment.

3. The Wakalah fund shall be invested in s Jsual s Al Dol i a3
Shariah-compliant assets or investments. Ay ) &= 438 gla ) Hlatin)

4. The Bank may not offer any guarantee onthe Jlll Ll ) e oo L;i iy ol 5y 4
principal nor the profit except in the event of (s yaill ¢ g of Jaa Yl Y (LG = B

negligence or misconduct or breach any of 14 o lele (3 elS;i} Ly i ol Sl f
the agreed terms and conditions by the bank. ' | . Sl

5. The agent shall deduct any financial loss laiiul ddayi e ddle il L;i Sl mady 5
associated with the Wakalah investment 3ale) Jié sliaiuy] e JS sall ) gal (pe DSl

from the principal’s fund upon maturity S gall ) JLall
before returning back the principal amount '
to the principal.

6. The Bank shall adhere to all the L;B odef due il Cleaa gl U el a6

abovementioned Shariah guidelines and any AV pa cpe daalll Wy jaiad L;Jsi Gilgaa o
other guidelines issued by the ISSC from time
to time.

Allah knows the Best and prayers and peace be 4l e 5 sass U e 23l 5 33all ?lr_i A
upon the last Prophet, and be upon his relatives man j daning
and all his companions.

First Abu Dhabi Bank Internal de ) 4y ) ddad
Shariah Supervision Committee Js¥) (ada gl it At



