FAB ISLAMIC

FAB INTERNAL SHARIAH SUPERVISION
COMMITTEE RULING

In the Name of Allah the Most Gracious the Most
Merciful

Shariah Ruling
Subject: Islamic Profit Rate Swap

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 Islamic Profit Rate Swap
(“Product”) submitted by the Bank as follows:

DESCRIPTION

The Product is a Shariah-compliant profit rate
hedging product that allows the Customer to
manage their Islamic floating or Fixed Profit Rate
liability by exchanging with the Bank their
Floating Rate for the Fixed Rate or vice versa
through Shariah-compliant arrangement and
documentations.

STRUCTURE

For example, the Customer has an existing Islamic
Floating Profit Rate liability and wishes to hedge
itself against unfavorable profit rate movements
by swapping its Floating Profit Rate liability with a
fixed profit rate liability.

The Bank gives an undertaking (wa’d) to pay the
Customer the difference between the Floating
and Fixed Profit Rate through a Commodity
Murabaha transaction when Floating Profit Rate
is greater than the Fixed Profit Rate on each
settlement date.
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The Customer gives an undertaking (wa’d) to pay
the Bank the difference between the Fixed and
Floating Profit Rate through a Commodity
Murabaha transaction when Fixed Profit Rate is
greater than Floating Profit Rate on each
settlement date.

For the execution of the Commodity Murabaha
transaction, the Customer appoints the Bank as
its agent to complete on its behalf any
offer/acceptance required to be executed by the
Customer to conclude a transaction under the
terms of the Bank Undertaking or Customer
Undertaking respectively which have been
agreed upon upfront.

DOCUMENTS

1. Master Terms and Conditions for Islamic
Hedging Transactions

2. Bank Undertaking

3. Customer Undertaking

4. Election Schedule

5. Islamic Hedging — Agency Agreement
For Each Trade

1. Form of Customer Undertaking Supplement
(Profit Rate Hedging Transaction)

2. Form of Bank Undertaking Supplement (Profit
Rate Hedging Transaction)

3. Form of Bank Transaction Confirmation (for
each IPRS period settlement) or Form of
Customer Transaction Confirmation (for each
IPRS period settlement)
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APPROVAL

Upon revision and deliberation of the submitted
proposal, the ISSC thereupon has decided that
the Islamic Profit Rate Swap is permissible and in
accordance with the Shariah principles.

Allah knows the Best and prayers and peace be
upon the last Prophet, and be upon his relatives
and all his companions.

First Abu Dhabi Bank Internal
Shariah Supervision Committee
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