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Shari'a Certificate

Covered Card of ADIB

The covered card mechanism at ADIB (the “Bank") is based
on the card applicant providing the card cover for an amount
that he would like the card to be available for use, so that
settlement of the due amounts will be as a result of using
the card from that cover.

% The card applicant can provide the cover limit from the
liquidity he has or other ways. In both the cases, the
amount shall be credited in an investment account
(Mudaraba account) which is opened at the Bank in the
name of the card applicant.

% In case the card applicant did not opt to cover the cover
limit from the liquidity he has, so he can purchase from
the Bank a share of allocated bulk quantity of a
commaodity owned and held at the risk of the Bank (via
constructive possession). If the card applicant purchased
a share of the commodity, then pursuant to co-
ownership (shirkat al-milk), he will become a partner
with the Bank (and other purchasers) in the ownership
of a common share in the bulk quantity, whereby the
card applicant shall bear the risk (i.e., risks to which
commodities may be exposed, including the price risk)
along with rest of the owners for the common share on
pro rata basis, as the case will be in the co-ownership.

« It shall be agreed in the Murabaha contract that the
buyer (the card applicant) shall deposit in the
investment account, held with the seller, an amount
equal to the original cost amount, stated in the contract,
as a security (in the form of pledge) for the Murabaha
sale price payable in instalments. The buyer may use the
security amount in a manner approved by the seller (the
Bank - pledgee creditor) provided on monthly basis the
buyer shall return a portion of the amount utilized from
the security.

% Once the card applicant has purchased a portion of the
commodities and took its risk, so he can choose between
(2) two things, either he demands, at his own expenses,
the actual delivery of what was purchased by him, as the
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case may be, as indicated in the Murabaha contract, or
he may choose to sell what he bought to a third party.

If the card applicant opts to sell, so he signs a notice of
offer to sell addressed to a party, advised by the Bank, or
to any party that the customer chooses with his
knowledge. The card applicant may send his offer in his
own manner or may ask the Bank to do so as a
messenger for transmitting the offer.

Once the offer notice is signed by the card applicant, so
he may sign a service contract (between the card
applicant and the Bank), wherein the following is agreed:

— The Bank shall collect the sale price from the party
to which the offer was addressed by the card
applicant, if the purchase was accepted by that
party.

— The Bank shall credit the proceeds of the sale price
in an investment account of the card applicant and
it shall be held, as agreed in the Murabaha contract,
as a security when the card applicant has not
deposited that amount from other sources, and if
the card applicant deposited the amount, then the
sale price will be credited in the current account of
the card applicant so he may dispose of the amount
since it is owned by him.

— The Bank allows the card applicant to use the
security amount through the card, and this amount
represents card's cover.

If the card applicant opted to provide the cover from the
liquidity he has, so he signs a bespoke service agreement
which enables him to use the cover through the card.

Pursuant to the service contract, the Bank will settle on
behalf of the cardholder all the amounts due on the
cardholder due to usage of the card in any way, and the
settlement shall be from the card cover credited in the
investment account.

In addition to usage of the card for purchasing goods and
services, the cardholder may ask its usage at the ATMs
for cash withdrawals out of the card cover owned by the
cardholder. In case the cardholder opts to use the card
for cash withdrawal, then the Bank will charge a
commission, as made public, for the withdrawal
transaction.

The Bank gets its profit in the form of Murabaha profit
(if there was a Murabaha contract) which shall be the
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remaining part of the monthly instalments of the
Murabaha liability (after set-off between the Murabaha
profit and the profit realized on the investment account
of the cover) that shall be payable by the cardholder. The
Bank may reduce the profit amount owed to it (i.e,
remaining portion of the instalment) as its discretion in
considering the usage of the card cover by the
cardholder.
Review was made of the modus operandi of the Covered
Card and steps outlined above, the contracts and
documentation used in execution, the fees and charges, and
they were found to be acceptable as per Shari'a and are in
line with the resolutions of the Higher Shari'ah Authority (at
the Central Bank of the UAE) and in compliance with the
Shari'ah Standard No. (61): Payment Cards and other related
Shari'ah Standards issued by the Accounting & Auditing
Organization for Islamic Financial Institutions (AAOIFI).
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