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Shari'a Certificate

Car Finance based on Murabaha

Murabaha-based Car Finance in ADIB (the “Bank") is executed
according to the overall Shari'a steps given below:

R/

% The customer submits to the Bank an application for Car
Finance along with the price quotation issued by the car
owner (the “Original Seller") and addressed to the Bank
wherein price of the car and its details, that are needed to
identify the car in particular (e.g., chassis or engine
number), are specified.

% The Bank ensures that the car has not already been sold
by the Original Seller to the customer and there is no
contractual relationship regarding the car between the
customer and owner of the car. In case such a contractual
relationship exists then it shall be terminated wholly or
partially (so that the Bank purchases a common share in
the car).

¢ Bank’s representative inspects the car and then the Bank

purchases the car from the Original Seller

% After purchasing the car, the Bank takes constructive
delivery of the car, so as per Shari'a it is owned by the
Bank and its risk is borne by it. The Bank leaves the car
with the Original Seller on a trust-based possession.

% The Bank sells the car to the customer (either wholly or a
common share, as shall be the case) on Murabaha basis,
after specifying car details that shall identify it
specifically, such as chassis or engine number. The sale
shall be for a known price by specifying in the Murabaha
contract: (a) the cost of owning the car by the Bank, and
(b) the amount of fixed and the agreed upon profit. The
Murabaha contract shall state the amounts of
instalments of the Murabaha sale price and their due
dates. By this sale, ownership of the car shall transfer to
the customer.

% It can be agreed with the customer to pledge the car as a

security for the instalments of Murabaha sale price. The

Bank can agree with the customer on any other securities

that are acceptable as per Shari'a. Similarly, the Bank may
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ask the customer to get insurance of the car with advice
to have Takaful-based insurance.

% The Bank handovers a delivery notice to the customer
which authorizes him to take delivery of the car from the
Original Seller. Once the customer takes actual (or
constructive) delivery of the car, so its risk is passed to
him.

Review was made of the modus operandi of financing based
on this Murabaha, the contracts and documentations used in
execution, and they were found to be acceptable as per
Shari'a and are in line with the resolutions of the Higher
Shari'ah Authority (of the Central Bank of the UAE) and the
Shari'ah Standard No. (8): Murabaha and other related
Shari'ah Standards issued by the Accounting & Auditing
Organization for Islamic Financial Institutions (AAOIFI).
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