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CENTRAL BANK OF THE U.A.E.

Notice No. : CBUAE/BSD/N/2020/5329 CBUAE/BSD/N/2020/5329 o) e
Date 10 December 2020 2020 a2 10 Fea il
To : Al Banks &  Finance Al Jugall) culS iy ol giid) 8 o
Companies Conducting All or =, . i ledes bLs "
Part of Their Business In %85>3 las e
Accordance  With  Islamic  dpad—uy) day &) alSa¥ Bd g
tsr?eaUZ EprlnC|pIes operating in i jLay) A ga uﬁ el
Subject The HSA Resolution No. ad dus dd) Llad) dingd) ) @ £ 342 gal)
136/6/2020 2020/6/136
After greetings, dadtl) sy

The Central Bank is pleased to attach herewith
the Higher Shari’ah Authority ("HSA")
Resolution  No.  136/6/2020

Guarantee and Letters of Credit, which applies
to licensed financial institutions that conduct all
or part of their activities and businesses in
accordance with the provisions of Islamic
Shari’ah (Islamic Financial Institutions).

Please bring this Resolution to the attention of
the board of director of your institution at their
next meeting. Note that the HSA Resolution is
mandatory and effective starting from 1/7/2021.

For more information, you may contact the
HSA Secretariat via the following email:
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Parameters Governing the Fees for Letters of

D18 ¥ g 38 o (S all i) sy
2 3az1 2020/6/136 &) dae -8l Llall Al
Aaie Yy laall lad 8wyl s n
Al el e Gadaiy (sl g gaii )
ol ikl g Lellae | 48K jlai il Aad
A Dl Yl Ay il ALSaY Lay Lgia le
(MDY A il 5l

(&8 A 50 8 ) Gulae e ) AN 8 (a je (o
iy e ) Llall Zgll ) 8 o Lale canlal) ac Laial
2021/7/1 g o 2103 O gmiall (5 ks Lual )

‘)—w:\.iu\cdd—*d\jmes.\&; sC'.\Lq}LuA\QA J-j}qﬂj
Y1 s 3 YA (e e 8 Ulal) gl

shariaauthority@cbuae.gov.ae

Yours faithfully, cpl i) (38 J gy | gluad g
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For/ Deputy Governor for Banking Supervision
Encl. The HSA Resolution No. 136/6/2020 2020/6/136 ad e Hal) Lial) Aisgl) ) B 1l 8d
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Resolution No.:  136/6/2020 2020/6/136 8y 1A
Date: 7/12/2020 2020/12/7 gl
Subject: The HSA  Resolution i, Uil dugd g 32

Regarding Parameters _y: | 3o o .

Governing the Fees for anle ?f“J"‘ L.jpm‘ua.: . ‘

Letters of Guarantee and e} i) g Glasdl

Letters of Credit

S 55 4l das ) 5 aSile 2Dl

After greetings, (x g

The Higher Shari’ah Authority (“HSA”) has

reviewed the following:

a. various applications regarding parameters that
govern fees in letters of guarantee and letters
of credit in some licensed financial institutions
that conduct all or part of their activities and
businesses in accordance with the provisions
of Islamic Shari’ah (“Islamic Financial
Institutions” or “IFIs”), and

b. best practices and the relevant Shari’ah
standards.

Premised on the above, the HSA issued the

following parameters:

First: It is impermissible to issue a letter of
guarantee or a letter of credit (“Guarantee”) if the
subject matter is a prohibited activity, such as a
guarantee of financing arrangement, which does
not comply with the provisions of Islamic
Shari’ah.

Second: IFI, as issuer of the Guarantee, may
charge an amount equal to the value of actual
expenses it has incurred in the process of issuing
the Guarantee (“Actual Expenses”). The Actual
Expenses must be calculated in accordance with
the Shari’ah Standard No. 19 issued by
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Accounting and Auditing Organization for Islamic
Financial Institutions (“AAOIFI”).

Third: It is impermissible to charge an additional
amount above the Actual Expenses in exchange
for issuing a Guarantee (“Additional Amount”) if
the Guarantee resulted into a loan. A Guarantee is
deemed to have resulted into a loan if the
Guarantee is liquidated or paid (“Liquidation”)
with no available financial cover from which the
IFI could pay the guaranteed amount (to the
beneficiary).

Fourth: In case of Liquidation, distinction (in
relation to treatment of the Additional Amount)
must be made between the following cases:

a. IfIFI pays full amount of the Guarantee to the
beneficiary from its own funds, the IFI must:
i. return the Additional Amount to the client
who applied for the Guarantee (“Client”),
or
il. transfer the Additional Amount to the
charity account, provided that this is
stipulated in the contracts and documents.

b. If IFI pays full amount of the Guarantee to the
beneficiary directly from the funds of the
Client, the IFI may retain the Additional
Amount.

c. If IFI pays part of the Guarantee to the
beneficiary from its own funds and the balance
is paid directly from the Client’s funds, in such
case the IFI must:

i. return to the Client part of the Additional
Amount equivalent to the proportion of the
guaranteed amount paid from the IFI’s
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funds (in relation to the total guaranteed
amount), or

ii. transfer the part of the Additional Amount
(as per 4/c/i) to the charity account,
provided that this is stipulated in the
contracts and documents.

Fifth: IFI may stipulate a provision that the Client
should provide full or partial (cash) coverage of
the Guarantee, on condition that the Client has the
choice to place the coverage amount in an
investment account or a current account. It is
permissible for the coverage to be non-cash asset,
such as real estate, sukuk, or shares (“Non-cash
Assets”) that are compliant with Islamic Shari’ah,
whereby the Client authorizes the IFI to:
a. sell Non-cash Assets (used for the coverage)
upon the Liquidation, and
b. settle amounts (due to the beneficiary) from
the proceeds of the sale of the Non-cash
Assets.

Sixth: It is impermissible for the fee imposed in a
Guarantee to be used as a pretext to collect interest
(riba), such as increasing the fee on the Client (in
a QGuarantee) due to his default in other
transactions.

Seventh: The above-mentioned parameters are an
interpretation of the corresponding provisions
stipulated in the AAOIFI Shari’ah standards.

For more information, you may contact the HSA
Secretariat via the following email:

) s o sl el Al b guss

b el e il Ty e pdll il

OF deliall de Lo i o)) dgall slaald
do e o AWK dudaat Jare Glecall 66
Gloa A adiall o1 A Jalaall iy off e
OsSE Ol s s Slea ) (gl
S Sa gl 1l &8 A e ddaatl
JS 55 Cumn Aol Tyl gual) e 4881 gia Logead
Olecall Jund die Ly dngadl Jalaial)

Lexn Aias (e adall

oe 33 salall 5 2l s ol S Y slaala
JaY et 3 5 ol i sy 3aslal | i lanal)
(A COllane 8 Jalaiiall i

L) i o)l 5y oS0l Jasl guzall yuint slasbo
ol i Lle (a geaial) ALY e Ll
(sl e 3kl dge il

pe Gl sl aS€ay claslrall a3y 3l
3l JYA e due 8l Ll 380 daLl
BN PR

shariaauthority@cbuae.gov.ae

Your faithfully,
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The Higher Shari’ah Authority Secretariat

*Copy the Chairman Internal Shari’ah Supervision — _u s caalalall 4o 3l 408 1 daad e )l Ak
Committee, the Head of the Internal Shari’ah Control e &l g8l Lt )5 cAdalall due &N 448 1) a8
Department, and the Head of the Internal Shari’ah Sl
Audit Department )
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