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Rules Governing Mudaraba Term Deposit Account
Clause 4 :

It is necessary to mention the percentage of the profit
allocated for the bank and the depositor either in this form or
the percentage is announced by the bank before the beginning
of the relevant term
Clause 5 :

As commented in the general Mudaraba Account and as
provided in clause 8.

Clause 6 :

In the case of withdrawal before maturity the depositor

should be treated as mentioned at the end of clause No. 6 of

General Mudaraba Account,
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Clause 16 :
As commented on clause 7 of general Mudaraba

Account,
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Hedging against the foreign currency risk

The Shariah Board discussed the problems regarding the
import Murabaha operations in which the Bank purchases the
commoditics for a foreign exchange and sells it to the clients
for a local currency - In such cases the Bank is exposed to the
risk of volatile currency. The forward contracts in the
exchange curréncies being impermissible in Shariah, the
Board suggests the following solution

The Bank acquires a commitment from another Bank or
from the Central Bank to purchase the foreign currency at an
agreed rate. This commitment will be unilateral, and therefore
despite its having a binding nature, it is not a forward sale,
because the Bank has an option, and in most cases the amount
of exchange is not specified.

Hence, this commitment is far from being a forward
exchange contract which 1s not allowed. The Bank
committing itself to purchase claims a fee for this
commitment which is not allowed in Shariah. Alternatively
the fee may be built in the exchange rate.

In this way the Islamic Bank may effect Murabahell
local currencies taking into Account the exchange rate on
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which it will purchase the foreign currency at the maturitv
date to the supplier.
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QUESTION: MURABHA TRANSACTION
INVOLVING ADMINISTRATION FEE

From the Shariah point view, the Bank acts as Mudarib
for the depositors, and therefore, all the functions relating to
purchase and sale are among its basic responsibilities as
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Mudarib for which it entitled to a percentage of the profit. It
is not therefore, allowed for the Bank to charge any additional

fees.
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'All instructions in connection with this credit are
(ransmitted entirely at the applicant's risk ¢
ol Jl gy ¢ 800 edgd apandl il Je Dadll caalbl LS
3 SSy el Loyl poubse a8 3 Ll o8 LS5 U5ty Juan)
I B 3 0o oyl iall o Lalll el 13y ¢t s
s LS el g Wl Gl
3-  Being agent of the Bank in owning purchasing the
merchandise covered under this credit on behalf of the
Bank, I shall be responsible for all damages arising out
of negligence or breach of the Bank's instructions and
shall not be responsible for any other damages.
Being agent of the Bank in owning purchasing the
merchandise covered under this credit on behalf of the
Bank, ! shall be responsible to arrange an appropriate

insurance cover at the bank's expense .
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QUESTION 1 : Legitimity of commission earned
from insurance companies on insurance arranged for client

Alb.araka bank is considering an arrangement with
certain insurance companies in South Africa where the Bank
will arrange insurance for its clients with the companics .
These are not Islamic Insurance Companies. The arrangement
could

include monitoring by the insurance company to ensure
that the asset is adequately insured and that premiums are
being paid timeously In return the Bank will earn a
commission on all insurance arranged for it's clients.

Can the income earned as commission in the above
circumstances be: considered as halaal , legitimate,

acceptable in terms of sharia ?

Yy,




Sheil wuiady g2

ANSWER | : It is not permissible for an Islamic Bank
to work as a broker for a conventional Insurance company
and charge a fee on this brokerage even in the cases
mentioned in the question. This income is not halal for the
Bank.

QUESTION 2 : FORWARD EXCHANGE
CONTRACT

Forward cover is not permissible . It is possible that the
sale to the client 1s based on the currency of the supplier in
which case the client will have to pay in that currency,
however, at the time of payment he can request to pay in the
local currency according to the rate of the day of payment.

QUESTION 3 : INSURANCE

If an Islamic insurance is not available and the insurance
is necessary, many contemporary scholars have ollowed to
obtain cover from a conventional insurance company on the

basis of necessity.
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