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31° July 2016

M/S Siraj Finance
P.O.Box 63622

Abu Dhabi

United Arab Emirates

Kind Attention: Mr. Ahmed Bin Khalaf Al Otaiba

Dear Mr. Otaiba,

Re: Issuance of Letter of Guarantee by Siraj Finance

This Fatwa is being issued with regards to the Issuance of Letter of Guarantee (the “Guarantee
Product”).

In relation to the Guarantee Product, the following documents are required (the “Transaction
Documents™):

® Application Form
° Siraj Finance Terms & Conditions in relation to Letter of Guarantee
° Letter of Guarantees

Under the Relevant Product, the following process flow is adopted:

A. Procedures for issuance of a Guarantee

After scrutiny and approval of the customer's application (the “Applicant’) and signing the
required documents (including the terms and conditions), Siraj Finance will issue the
following types of guarantees for different transactions undertaken by their customers.

1. Financial Guarantee;

2 Bid Bond / Tender Bond;

3. Performance Bond;

4 Advance Payment Bond,

5. Retention Money Guarantee;

6. Maintenance Guarantee;

7. Counter Guarantee in favour of local/foreign banks; and
8. Shipping Guarantee.
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B. Procedure for utilizing the Letter of Guarantee

a)

c)

d)

f)

)

k)

Siraj Finance shall issue a guarantee in favour of a certain beneficiary pursuant to
ensuring that the purpose of guarantee is Sharia compliant. Siraj Finance will refer
the matter to Dar Al Sharia for further guidance should there be any doubt or
concern as to the purpose of guarantee.

Upon the scrutiny and approval of Siraj Finance to Applicant's request, the
Applicant shall sign the application form and the other related documents, if any,
provided by Siraj Finance, along with the counter-guarantee form, and to provide
any cash margin, fixed deposit under lien, pledges or mortgage over an asset or
property etc. as the case may be (the “Security”).

Siraj Finance will obtain the required fee and Security (if needed) from the
Applicant, or deducts it from Applicant’s account with Siraj Finance.

If the Applicant fulfills all its obligations towards the beneficiary and the guarantee
period gets completed without beneficiary’s claim against the guarantee, the
guarantee’s purpose will be achieved and guarantee will no more be valid. In such
case, the Applicant shall be responsible to collect the original guarantee from the
beneficiary to be returned to Siraj Finance.

If the Applicant is in breach of its obligations under the underlying contract for
which Siraj Finance has issued the guarantee, the beneficiary will claim under the
guarantee by sending a demand notice to Siraj Finance, together with the
stipulated document(s) if required under the Siraj Finance guarantee, for payment
of the guaranteed amount as per the terms of the letter of guarantee.

All claims received from the beneficiary are stamped for date and time as soon as
received and reviewed/checked by the designated Siraj Finance officers to ensure
that all required formalities and conditions have been fulfilled before the claim is
acknowledged and processed for payment.

The Applicant is also informed immediately regarding the demand/claim lodged by
the beneficiary.

Payment against the claim is made in accordance with the terms of the guarantee.

However, if the guarantee provides a condition that Siraj Finance shall be obliged
to pay to the beneficiary only after it is proved that the Applicant has not been able
to fulfill its obligation, the beneficiary will be requested to furnish such proof.

The Applicant is immediately, required to pay to Siraj Finance the amount which
Siraj Finance has paid to the beneficiary. The amount so paid by Siraj Finance is
recovered from liquidating the Security and the shortfall, if any, is recovered from
applicant’'s current account with Siraj Finance. If sufficient funds are not available
in the Applicant's account to cover the shortfall, the Applicant shall be asked by
Siraj Finance to provide the funds from Applicant’s other resources.

If the Applicant’s account with Siraj Finance does not have sufficient funds to cover
the claim and a s a result the account shall be overdrawn, Siraj Finance will not
charge the Applicant any amount on account of cost of funds on the overdrawn
balance since it will tantamount to interest.
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We hereby confirm that we have reviewed the Transaction Documents for the Relevant Product
and find the same to be in accordance with the principles of Sharia.

Allaho A’alam.

Yours truly,

Dr. Hussain Hamid Hassan, Chairman,
Sharia Committee

Page 3 of 3



AP
;I”‘ (\’ '“ll

i [} - "i“
NN
| m\}

il daxial dpell ol Lalfl gm0
CENTRAL BANK OF THE U.A.E.

|
|

Notice No. : CBUAE/BSD/N/2020/5329 CBUAE/BSD/N/2020/5329 o ey
Date 10 December 2020 2020 s 10 o
Class. Restricted Jshaa halll
To Al Banks & Finance i) Jygalll cilS i & i) ABS o
Companies Conducting All or =~ . elus] dis "
Part of Their Business In ¥ 55> 9 Yles CAg=a
Accordance With Islamic 4 day i) alSal d
tSl:l:{;ZE principles operating in ey A ga g& el
Subject The HSA Resolution No. ad) dze il Lilal) Aigl) ) 3 £ 5a gall
136/6/2020 2020/6/136
After greetings, dgadl) aay

The Central Bank is pleased to attach herewith
the Higher Shari’ah Authority (HSA)
Resolution No.  136/6/2020  Regarding
Parameters Governing the Fees in Letters of
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:

VA Jlas Y 13gr 33 O (5 3S el i maal) asy
o sads 2020/6/136 a8 due -8l Llall Al
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shariaauthority(@cbuae.cov.ae

Yours faithfully,

cpl siay) i J 9k ) gliadl g
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For/ Deputy Governor for Banking Supervision

Encl. The HSA Resolution No. 136/6/2020

E-mail uaecb@cbuaegovae 3,53 a !
www.centralbank.ae e SIV a2l

il inshituhior
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Resolution No.: 136/6/2020 2020/6/136 28 A
Date: 7/12/2020 2020/12/7 gl
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Regarding Parameters (L3 "5 psw ) layl gua 0 guady

Governing the Fees in (s Al SaiS Y1 g Glasial)

Letters of Guarantee and

Letters of Credit
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After greetings, (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 (“Guarantec”) if the subject matter
1s a prohibited activity, such as a guarantee of financing
arrangement, which does not comply with the
provisions of Islamic Shari’ah.

Second: IF], 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 Accounting and Auditing
Organization for Islamic Financial Institutions
(“AAOIFT”).

Third: It is impermissible to charge an additional
amount above the Actual Expenses in exchange for
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CBUAE Classification: Restricted

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. If IFI 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
ii. 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 [FI may retain the Additional Amount.

c. IfIFI 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 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:
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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 laall e 3353kl 5 2 3S5 ol e ¥ tlaudl
Guarantee to bq used as a pretext to co]legt intqrcst o3 Jalatall yfies Ja¥ Lt 3 3y oS ey 0y 328lal | jlis
(riba), such as increasing the fee on the Client (in a ¥ it
Guarantee) due to his default in other transactions. ok

Seventh: The above-mentioned parameters are an \ehli) Lal | ds oDlel 5 ) sSall Jay) gacall yiind slagbus

interpretation  of the corresponding provisions e il juladl b e o geaidl ASaY e
stipulated in the AAOIFI Shari’ah standards. ) = ot e ¢

ua_,j O Byalall

For more information, you may contact the HSA _u Akl au Jual sl 20 ccla ghaall (3a 2 3all

Secretariat via the following email: (I PRSIl IR (e Ao 1 Llall Agl)
shariaauthority(@cbuae.gov.ae

Your faithfully, cal iaWl (G0 J gy ) glicady

e il Llad) diggh) s Al
The Higher Shari’ah Authority Secretariat

*Copy the Chairman Internal Shari’ah Supervision )y dgdalall Lo Wil 408 G diad g ) dauik
Committee, the Head of the Internal Shari’ah Control e ,all 3831l Lu )5 dgdalall doe 30 448 )l ol
Department, and the Head of the Internal Shari’ah gl
Audit Department
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