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Introduction

Praise be to Almighty Allah, the Lord of all the Worlds, and peace and blessings be upon the
most honourable among all Prophets and Messengers, our master, Mohammed, and upon all
his scion and companions.

The Shari'a Supervisory Board (SSB) of Bahrain Islamic Bank is privileged to put forward to
the esteemed public and all interested parties its fatwas issued in respect of Islamic financial
products offered by the Bank and those which the SSB has discussed, examined and approved.
Some of these products have been on offer since the Bank’s inception in 1979, and are still
in use until today, after making some amendments thereto in order to cope with the changes
and improvements to these products. Other products have only been offered recently.

In response to the inquiries received by the esteemed public and the Bank’s valued customers
and such other people about the SSB's fatwas related to the products, the SSB is putting
forward its fatwas in this respect separately, after the SSB's resolutions have exceeded 1,000 in

number, making it difficult to refer to the main fatwa or the resolution related to the product.
We would like to note in this respect that the SSB has adopted the following methodology in
the process of issuing these fatwas:

1. The fatwas refer to the products applied at present only.

2. The fatwas in question explain the main rulings applicable to the product and its
mechanism in a brief way. The rulings and other issues can be referred to in the SSB’s
fatwas and resolutions which have been published in a separate book.

The SSB refers to the resolution which has been issued in respect of the product
as a resolution whereby the product was approved in its final form, with the
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contracts governing it, while adding some important remarks in the fatwa which
was subsequently approved.

The SSB would like to note that it is issuing its fatwas and resolutions with reference to
the Shari'a Standards of the Accounting and Auditing Organization of Islamic Financial
Institutions (AAQIFI) which are binding in the Kingdom of Bahrain. The SSB also uses as
authority the fatwas and resolutions of Islamic Figh academies, with due regard to the CBB's
laws and regulations in this regard and the resolutions of its Shari‘a Committee and to the
emergency situations arising. It is the responsibility of the Bank’s management to implement
these fatwas and resolutions.

In conclusion, the SBB would like to extend its deep appreciation and gratitude to the
management of BisB and to all its staff members for their excellent performance and keenness
to comply with the tenets of the glorious Islamic Shari‘a. It also extends its thanks to the
internal Shari‘a Review Department for its efforts made to compile these fatwas and publish
them.

May Almighty Allah guide all of us to righteousness and piety and to good deeds which
please Him. May peace and blessings also be upon our Prophet, Mohammed, and upon his
scion and companions.

Shari’a Supervisory Committee

11 Ramadan, 1438 H-Corresponding to 6 June 2017
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Murabaha

Fatwa of the Shari'a Supervisory Board (SSB)
On the Murabaha Product Offered
by Bahrain Islamic Bank (BisB)

Praise be to Almighty Allah, the Lord of all the Worlds, and peace and blessings be upon our Prophet,
Mohammed, the master of the first and the last, and upon all his scion and companions.

The Shari'a Supervisory Board (SSB) of Bahrain Islamic Bank has permitted, since the Bank’s inception,
the Murabaha Product for the purchase of properties, building materials, furniture, and new and second
hand automobiles by individuals and companies upon the request of the purchase orderer (customer)
with a promise by the customer to the Bank to buy what the Bank purchases, by signing the form of
purchase order and promise to buy from the Bank.

Mechanism of Ownership of the Property or Commodity by the Bank

The Bank buys the property or commodity from its owner by signing the purchase contract with him or by
contacting the seller and advising him of acceptance to buy the commaodity or sending the purchase order
and obtaining an acceptance from the buyer. The Bank’s SBB adopted the opinion permitting a binding
unilateral promise both according to religious and legal principle.

Conditions to be Fulfilled by the Purchased Commodity

The purchased commodity should be specified, and not Mawsufah fi al-Dhimmah (described), in order
for the Bank to possess it either actually or constructively, according to the type of commodity. The Bank
bears the liability of destruction of the commodity. The Bank may not buy the commodity in case it is
discovered that there is a previous contract between the customer and the owner of the asset, such as
a written contract or an amount paid as advance to reserve the commodity, etc. The two parties have
to terminate the previous contract or terminate the sale transaction between them in order to make it
permissible for the Bank to buy the commodity.

The Bank’s Sale of the Commodity

The Bank sells the asset to the customer through deferred payment Murabaha against monthly installments
while mortgaging the asset in the Bank'’s favour, if possible, or registering it with the customer’s name.
Alternatively, the Bank gets a mortgage for payment of its entitlements.

Late Payment

The customer is committed, in case of late payment of the monthly installment, to pay a donation of a
certain percentage of the installment due from him. The Bank pays this amount to charities under the
SSB's supervision. Allah, the Almighty, knows better.

Allah’s peace and blessings be upon our Master, Mohammed,

and upon his scion and companions.

Bahrain Islamic Bank Fatwa Products
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Fatwa of the Shari'a Supervisory Board (SSB)
On the Tas'heel Product Offered
By Bahrain Islamic Bank (BisB)

Praise be to Almighty Allah, the Lord of all the Worlds, and peace and blessings be upon our Prophet,
Mohammed, the master of the first and the last, and upon all his scion and companions.

In its Resolution No. Q192/3-L2/2006 dated 6 July 2006, the Shari'a Supervisory Board (SSB) of Bahrain
Islamic Bank approved Tas'heel Product for financing individuals and small and medium enterprises
(SMEs). This is a product based on Murabaha by the Bank in its capacity as buyer of a certain commodity
and selling it to the customer. The customer plays the role of Mutawarriq (Tawarrug or Monetization
beneficiary) by re-selling the commaodity to a trader other than the one from whom the commodity was
purchased.

Cases of Financing

The product is offered to the customers wishing to obtain cash for purposes which are difficult to finance
using other Islamic financial products whereby people need cash liquidity, such as marriage, medical
treatment, travel, education, debt settlements, purchase of building materials, settlement of contractors’
interim payments, investment and purchase of automobiles from outside Bahrain.

All Shari'a requirements and mechanisms which remove fictitiousness and suspected ‘Inah (the process
of purchasing the commodity for a deferred price and selling it for a lower spot price to the same party
from whom the commodity was purchased) have been given due regard. Under the process of Tas'heel,
the Bank buys a real commodity from the first trader and receives it, either actually or constructively, by
signing and stamping the commodity quotation, upon which ownership of the commodity is obtained by
the Bank, which subsequently bears the risk of its destruction in accordance with Shari‘a principles, after
which the Bank sells it to the Monetization beneficiary (customer) through Murabaha and delivers him a
document establishing his title to the commodity, upon which the Bank’s role terminates.

Immediately after that, the customer has the option of receiving the goods from the trader’s stores and
disposing of them by way of sale to another trader on the market or appointing a specialized company
acting as agent (which is a company completely independent from the Bank and has a separate financial
partrimonium or proprietary right) to sell the commaodity on his behalf to a trader who is not the first
trader, after which the trader issues his instructions to the Bank to transfer the amount from his account
to the customer’s account.

Types of Commodities

In this product, certain commodities are used, such as building materials, soil improvements, diamond,
sugar, etc. All these commodities are available in the Kingdom of Bahrain at present through licensed
traders selling them by way of wholesale. The SSB has inspected the stores of the commodities available
to them, and ascertained that they are adequate and spacious. The Bank also, through the Internal
Shari'a Department, conducts field visits and a regular Shari’a audit of commodities, traders and files to
ensure Shari'a-compliance in this transaction.

Bahrain Islamic Bank Fatwa Products




Tas'heel (Continued)

Administrative Fee

The Bank charges an administrative fee for opening the file, printing documents and for the staff's efforts.
In case the Bank’s finances this fee, it adds the fee to the financing amount, but it does not charge or add
any profit to it. As for the charges paid by the Bank to third parties, such as agents, and to cover shipping
costs, etc., they are included in the commaodity cost, and so they are added to the financing amount and
a mark-up is thus added to it.

Late Payment

The customer is committed, in case of late payment of the monthly installment, to pay a donation of
a certain percentage of the installment to charities, which the Bank pays to charities under the SSB's
supervision. Allah the Almighty knows better.

Allah’s peace and blessings be upon our Master, Mohammed,

and upon his scion and companions.
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Fatwa of the Shari'a Supervisory Board (SSB)
On Credit Cards/E-Cards/Pre-Paid Cards Issued
by Bahrain Islamic Bank (BisB)

Praise be to Almighty Allah, the Lord of all the Worlds, and peace and blessings be upon our Prophet,
Mohammed, the master of the first and the last, and upon all his scion and companions.

Definition of Cards

A card is an instrument issued by the Bank to the customer whereby he is able to pay the amounts due
from him representing the value of purchases, services or general benefits which he buys from other
parties.

By virtue of its Resolution No. Q372/2-L4/2008 dated 15 April 2008, the Shari’a Supervisory Board (SSB)
of Bahrain Islamic Bank (BisB) approved the issuance of credit cards of Visa Organization, and the issuance
of the e-Card of both types, credit limit and pre-paid, by virtue of its Resolution No. Q501/1-L10/2009
issued on 22 November 2009 and then the issuance of the Credit Card of MasterCard Organization by
virtue of its resolution No. 717/1-H4/2012 on 10 March 2013.

Shari’a Rulings for Credit Card

The Credit Card is based on the principle of extending Al Qard Hassan (interest-free loan) by the Bank to
the cardholder (customer) to pay for the goods, services and general benefits purchased by him.

Annual/Monthly Fee

The Bank also provides services to the cardholder which vary according to the advantages and privileges
of each type of cards. For issuing the cards and providing these services, the bank charges a fixed annual
fee which is paid in monthly installments to cover the costs of the card and provide the services to the
cardholders, including the fee paid by the bank to the organization issuing the card. The Bank may not
increase this fee, and the Bank alone has the right to waive it, either entirely or partially.

Fee on Cash Withdrawal

The Bank charges a flat service fee for the cash withdrawal services against the use of the ATM cards
inside Bahrain and elsewhere, if the cardholder withdraws cash from non-BisB ATM’s. The system does
not allow cash withdrawals from the Bank’s machines, and the cash withdrawal fee is deducted first from
the first installment in order not to be included in the monthly issuance fee for the following month. The
Bank also charges a separate fee related to the other services provided to the customer and the charges
related to the efforts made by the Bank.

Bahrain Islamic Bank Fatwa Products
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Cards (Continued)

Card Benefits

The benefits and privileges granted by cards for using them are permissible according to the principles of
Shari'a, such as airline mileage, discounts by some stores and insurance on luggage and goods, and they
are provided by Visa Organization and other organizations in agreement with such companies.

Prizes Won by Cardholders

The Bank grants points which entitle the cardholder to enter a draw for prizes offered by the Bank’s
shareholders as a donation to the winners. These prizes are given away by way of draw, and the prize
from the lender to the borrower is permissible according to Shari'a.

Late Payment

In case of late payment by the cardholder to pay the loan amount, or the minimum amount, during the
prescribed period, the Bank deducts from the card account a lump sum amount based on the cardholder’s
commitment to pay donation, and this amount is paid for charities under the SSB's supervision.

Shari’a Rulings Governing Pre-Paid Cards

The direct debit card used in e-banking transactions is a pre-paid card which the customer charges with
an amount and uses his funds to buy goods and services available. Allah, the Almighty, knows better.

Allah’s peace and blessings be upon our Master, Mohammed,

and upon his scion and companions.

Bahrain Islamic Bank Fatwa Products



ljarah with the promise to own

Fatwa of the Shari'a Supervisory Board (SSB)
On the Product of ljarah Muntahia Bittamleek
with the Promise to Own in Residential Financing
By Bahrain Islamic Bank (BisB)

Praise be to Almighty Allah, the Lord of all the Worlds, and peace and blessings be upon our Prophet,
Mohammed, the master of the first and the last, and upon all his scion and companions.

In its Resolution No. Q120/1-L3/2002 dated 6 May 2002, the Shari‘a Supervisory Board (SSB) of Bahrain
Islamic Bank approved the ljarah Muntahia Bittamleek with the Promise to Own Product. It also approved,
by virtue of its Resolution No. Q311/3-L8/2007 dated 4 November 2007, the residential financing product
based on ljarah Mawsufah fi al-Dhimmah (described ljarah or forward ljarah) for customers wishing to

acquire a property from property development companies or from individual owners.

Projects Listed Under the ljarah Product Offered by the Bank

1.

ljarah Mawsufah fi al-Dhimmah Muntahia Bittamleek

The Bank finances customers wishing to construct buildings on plots of land which they wish to
develop, through ljarah Mawsufah fi al-Dhimmah Muntahia Bittamleek. The Bank undertakes to
construct the building according to the agreed specifications, and pays the development amount
to the developing company constructing the building. The Bank delegates the customer to obtain
the required permits and supervise the construction and follow it up, and it obtains from the lessee
customer, during the construction period, an advance rent under account, which is included in
the actual rental agreed upon for the building after it is completed, against entering into an ljarah
Muntahia Bittamleek contract.

ljarah with the Promise to Own

This product is used in ready-made buildings of all types, whether plots of lands, constructed buildings
or unoccupied buildings, and whether the constructed building is owned by the customer or by a
third party. The Bank buys the property from the owner or the third party under a sale and purchase
contract (formal or informal), and then leases it to the customer by way of ljarah with the promise
to transfer ownership to the customer, according to rental periods of time which both parties agree
on the length and amount, provided that there should be a lease period of not less than one year in
respect of re-selling the property for the same customer.
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ljarah with the promise to own (Continued)

3. Community Housing Projects

In its Resolution No. Q282/1-H4/2013 dated 23 February 2014, the Shari'a Supervisory Board (SSB) of
Bahrain Islamic Bank approved the ljarah financing with the promise to own in community housing
projects which are provided in association with the Ministry of Housing. Under this type of financing,
the Bank acquires the building, either partially or entirely, from its owner or from its developer, after
terminating the previous contract between the buyer (customer) and the seller, if any. The Bank then
gives on lease its share in the building to the beneficiary lessee and delegates him in providing the
services. The lessee pays the rent for the building, while the Ministry of Housing undertakes to pay
part of its installments. In case the customer wishes to obtain an additional finance to add to the
building, the Bank signs a second lease contract with him for the additional part which is not part of
the first ljarah. Each contract is for a lease of a certain part of the building in common, and then the
Bank sells the building at the end of the period to the customer for a token amount.

4. Paripassu

In its Resolution No. Q934/5-L4/2015dated 8 December 2015, the Shari'a Supervisory Board (SSB)
of Bahrain Islamic Bank approved the mechanisms and procedures of financing for private projects,
(under what is called paripassu) with the Housing Bank, and approved the Bank’s entry as party to
financing houses listed in it in case the customer seeks an additional financing to that extended by
the Housing Bank. This financing is extended through ljarah with the promise to transfer ownership.
Under this contract, the Bank is a party by giving on lease its share in the building, by way of ljarah
with the promise to transfer ownership. During the ljarah period, the Bank and the Housing Ministry
mortgage their owned share of the building in their favour by way of co-ownership until the end of
the contract as a security for payment of the rental by the customer.

Shari’a Rulings Governing ljarah with the Promise to Transfer Ownership

The SSB emphasizes that the ljarah with the Promise to Transfer Ownership operations, with their varying
applications by the Bank according to the projects and cases, are not more than ljarah with all its Shari’a
rulings for the entire ljarah period. The rulings governing operating lease are applied to them in principle.
However, they are different in that the lessee’s ownership of the constructed building is conditional upon
the lessee’s payment of a rental which is more than the prevailing market rent, and he becomes entitled
to his share in the building in proportion to what he has paid in case of termination.

The Bank, being the legal owner of the constructed building, bears liability of its share when the property
is destroyed. It also bears the costs of major maintenance and insurance of the property. It may give the
customer an option of the Bank bearing insurance and maintenance costs, in which case the rental shall
be a certain amount, taking such costs in consideration, or that the customer bears such costs, and in this
case the rental is lower, provided that he should be given the option to choose.

The SSB also permitted inclusion of a clause in the contract providing for the promise to acquire the
property from the customer at the end of the term, or a binding promise by the Bank to transfer the
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ljarah with the promise to own (Continued)

ownership of the property at the end of the term. However, it did not permit the bilateral promise by the
two parties, which is Shari’a impermissible because it resembles a concluded contract.

The SSB also permitted the mechanism of transferring the ownership of the property to the lessee for a
token consideration through a new contract or a separate sale contract, according to AAOIFI standards.

The SSB also permitted the Bank to collect a one-off administrative fee representing a percentage of the
financing amount against the efforts made and the services rendered.

The customer is committed, in case of late payment of the monthly installment, to pay a donation of
a certain percentage of the installment to charities, which the Bank pays to charities under the SSB's
supervision. Allah the Almighty knows better.

Allah’s peace and blessings be upon our Master,

Mohammed, and upon his scion and companions.
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Diminishing Musharaka

Fatwa of the Shari'a Supervisory Board (SSB)
On the Product of Musharaka For Residential Financing Offered
By Bahrain Islamic Bank (BisB)

Praise be to Almighty Allah, the Lord of all the Worlds, and peace and blessings be upon our Prophet,
Mohammed, the master of the first and the last, and upon all his scion and companions.

Definition of Diminishing Musharaka for Residential Financing

The Bank, in its capacity as partner, provides financing to those wishing to obtain residential or investment
financing, and has a share in the profit, as agreed, while bearing losses in accordance with its proportion
to the capital.

In its Resolution No. Q64/2-14/1986 dated 18 June 1986, the Shari‘a Supervisory Board (SSB) of Bahrain
Islamic Bank approved the Diminishing Musharaka Product. At the same time, by virtue of its Resolution
No. Q311/3-L8/2007 dated 4 November 2007, it approved Musharaka financing for customers wishing
to obtain housing or investment financing for properties, whether under construction from property
development companies, or ready-made properties, or by participating in an investment project, and
sharing profit according to the partnership agreement, while losses are borne in accordance with its
contribution to the capital, considering that the diminishing musharaka is an ownership partnership. It
approved the mechanism and procedures of executing partnership in its Resolution No. Q430/6-L2/2009
issued on 1 March 2009.

Mechanism of Implementation
The mechanism of implementation of diminishing musharaka is as follows:

1. The Bank and the customer jointly purchase a property owned by a third party, or the Bank jointly
owns the property with the customer owning it.

2. The musharaka capital is distributed between them according to their respective shares.

3. The Bank sells its share to the customer, whether in the form of one lump sum or by more than one
payment over time, under separate contracts from the musharaka against the market price or for a
price agreed between them. The Bank may also give on lease its remaining share to the customer,
and it may enable the customer to benefit from its share for no consideration.

4. When the Bank buys a share from the customer, it gives on lease its shares to the customer, and
the sale takes place later after the lapse of a considerable period of time to take account of change
in prices.

5. Musharaka terminates automatically on the expiry of its period or when the price of the last sold
share is received.

6. Each party undertakes to bear the costs of major maintenance and insurance for its respective
share in the property, and they may appoint each other agent to undertake such maintenance and
insurance.
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Diminishing Musharaka (Continued)

Promise to Buy

The Bank may ask the customer to give a promise to buy its share in the ownership of the property
at the times agreed upon against a price to be agreed upon at that time, or against the market price,
accompanying the diminishing musharaka contract. This contract is a binding promise on one party, and
it is not a prohibited bilateral promise.

Administrative Fee

The SSB decided that it is permissible for the Bank to charge a one-off administrative fee, as a percentage
of the financing amount contributed in the musharaka, against the efforts made and the cost of the
services.

Late Payment

The customer is committed, under the contracts concluded between it and the Bank, in case of late
payment of its obligations, to pay a donation of a certain percentage of the installment due from him, on
sale or on giving the shares on lease. The Bank pays this amount to charities under the SSB’s supervision,
after deducting the actual expenses directly. Allah, the Almighty, knows better.

Allah’s peace and blessings be upon our Master,

Mohammed, and upon his scion and companions.
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Commodity Murabaha

Fatwa of the Shari'a Supervisory Board (SSB)
On the International Commodities Product Offered
By Bahrain Islamic Bank (BisB)

Praise be to Almighty Allah, the Lord of all the Worlds, and peace and blessings be upon our Prophet,
Mohammed, the master of the first and the last, and upon all his scion and companions.

The Shari'a Supervisory Board (SSB) of Bahrain Islamic Bank has approved the use of international
commodities in Murabaha, Reverse Murabaha and Tawarrug (Monetization) for companies and firms due
to the incapacity of the local market to accommodate the sheer size of the required amounts. Following
are the uses of the international commodities Murabaha Product:

First: Murabaha (the Bank Acting as Seller)

The Bank conducts Murabaha involving international commodities for short term investment purposes
for its account when it has a surplus cash, and so it buys a commodity against a spot price through an
approved agent which the Bank has previously dealt with, and on-sells it to another Bank on a short term
deferred Murabaha basis. The other bank then sells the commodity to its customer.

Second: Reverse Murabaha (the Bank Acting as Buyer)

The Bank conducts Reverse Murabaha for the customer who wishes to invest his amount against a
fixed and guaranteed profit. The customer deposits his amount, for investment purposes, in the Bank
with a power of attorney to the Bank to sell the commodity. The Bank buys a commodity, using the
deposited amount, from the international market by virtue of the power to buy granted to it by the
customer. The Bank then buys the commodity for its account, with an exchange of offer and acceptance
notices between it and the customer, and then sells the commodity on the international market against
a specified mark up.

Third: Tawarruq Operations

The Bank conducts Tawarrug operations for the account of its customers wishing to obtain cash in
huge amounts which are not provided on the local market using Tas'heel Product. The Bank buys a
commodity from the international market against a spot price and then sells it to the customer on a
deferred Murabaha basis against a deferred price (or buys it to the customer on a deferred basis in its
capacity as agent for the customer). The customer, or his agent, sells the commodity to a third party
against a spot price less than the purchase price.

The commodities in which the Bank deals at present are represented in the London Metals Exchange
commodities, such as aluminum, steel, zinc, platinum, etc. which are commodities internationally
approved for trading and are specified, numbered and existing at known stores. The rulings applicable
to sales also apply to such operations, including the buyer's bearing the liability of destruction of the
commodity and the fact that the commodity should be actually possessed, and the sale after possession
with a binding promise by the customer to buy the commodity.

Allah’s peace and blessings be upon our Master, Mohammed, and upon his scion and companions.
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Letter of Credit

Fatwa of the Shari'a Supervisory Board (SSB)
On the Letter of Credit Product Offered
By Bahrain Islamic Bank (BisB)

Praise be to Almighty Allah, the Lord of all the Worlds, and peace and blessings be upon our Prophet,
Mohammed, the master of the first and the last, and upon all his scion and companions.

The Shari'a Supervisory Board (SSB) of Bahrain Islamic Bank has approved, since the Bank’s inception,
the product of fully covered and uncovered documentary credit provided by the Bank to companies and
firms wishing to import goods from outside or inside Bahrain for the purpose of trading and importing.

First: Fully Covered Documentary Credit

The Bank acts as agent in fully covered documentary credits against an agency fee. The Bank’s role, in
this case, is restricted to communicating with the correspondent bank and delivering the documents and
papers to the documentary credit beneficiary when they are received by it, against an agency fee and
charges.

Second: Uncovered Documentary Credit

The Bank uses the Murabaha to the Purchase Orderer Product for uncovered credits against the customer’s
promise to the Bank to buy the goods. The Bank agrees with the customer, from the beginning, on
the execution mechanism through a general framework agreement explaining the general terms and
conditions of Murabaha and on the promise to buy and the insurance mechanism.

1. Bank’s Purchase of the Asset

After the uncovered credit is opened, the Bank buys the goods from the exporter directly, and it bears
liability for the goods immediately after their purchase and throughout the period of shipping, with
due regard to the agreements approved in this respect between the exporter and the Bank.

2. Bank’s Sale of the Goods Through Murabaha

The Bank sells the goods to the customer on a Murabaha basis, according to the general terms and
conditions agreed upon with the uncovered documentary credit applicant, when the title thereto is
transferred from the exporter to it, either actually or constructively.

Third: Appointment of the Customer as Agent by the Bank

If needed, the Bank may appoint the customer as agent, through a public or private power of attorney,
to buy the goods.

Allah’s peace and blessings be upon our Master,

Mohammed, and upon his scion and companions.
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Bills of Exchange

Fatwa of the Shari'a Supervisory Board (SSB)
On the Bills for Collection Product Offered
By Bahrain Islamic Bank (BisB)

Praise be to Almighty Allah, the Lord of all the Worlds, and peace and blessings be upon our Prophet,
Mohammed, the master of the first and the last, and upon all his scion and companions.

The Shari'a Supervisory Board (SSB) of Bahrain Islamic Bank has approved, since the Bank’s inception, the
product of fully covered and uncovered bills for collection provided by the Bank to companies and firms
wishing to import goods from outside or inside Bahrain for the purpose of trading.

First: Fully Covered Bills for Collection

The Bank acts as agent in fully covered bills for collection against an agency fee. The Bank’s role, in this
case, is restricted to communicating with the correspondent bank and delivering the documents and
papers to the importer, against an agency fee and charges.

Second: Uncovered Bills for Collection

The Bank uses the Murabaha to the Purchase Orderer Product for uncovered bills for collection against
the customer’s promise to the Bank to buy the goods. The customer offers to buy the goods from the
Bank, from the beginning, and promises to buy them from the Bank after the Bank owns them and
possesses them either actually or constructively. The Bank then sells the goods when it receives their
documents by way of Murabaha.

The Bank agrees, from the beginning, with the customer on the implementation mechanism through a
general framework agreement explaining the general terms and conditions of Murabaha, the promise to
buy the goods and the insurance mechanism. Implementation is carried out as follows:

1. Bank’s Purchase of the Asset

The Bank buys the goods for its account from the exporter, and it bears liability for the goods
immediately after their purchase and throughout the period of shipping, with due regard to the
agreements approved in this respect between the exporter and the Bank.

2. Bank’s Sale of the Goods Through Murabaha

The Bank sells the goods on a Murabaha basis after they arrive at the local port, or after they come
under its security.

Third: Appointment of the Customer as Agent by the Bank

If needed, the Bank may appoint the customer as agent, through a public or private power of attorney,
to buy the goods.

Allah’s peace and blessings be upon our Master,
Mohammed, and upon his scion and companions.
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Letter of Guarantee

Fatwa of the Shari'a Supervisory Board (SSB)
On the Letter of Guarantee Product Offered
By Bahrain Islamic Bank (BisB)

Praise be to Almighty Allah, the Lord of all the Worlds, and peace and blessings be upon our Prophet,
Mohammed, the master of the first and the last, and upon all his scion and companions.

Definition of Letter of Guarantee

Itis an undertaking by the Bank, upon the customer’s instruction, to pay up to a specified amount in cash
on the beneficiary’s demand to the Bank within a certain period of time.

In its Resolution No. Q191/2-L2/2006 dated 6 July 2006, the Shari'a Supervisory Board (SSB) of Bahrain
Islamic Bank approved the letter of guarantee product issued by the Bank after conducting the credit and
legal studies and the feasibility study on an annual basis, charging a consideration for it, whether such
consideration is a lump sum or a percentage of the required guarantee limit, against the actual and direct
services rendered by the Bank.

Shari'a Categorization

The remuneration in the Letter of guarantee It's Uncovered should only be for the actual and direct
services rendered.

It is not permissible to issue a letter of guarantee in favour of conventional banks, companies or firms
which will use it to acquire an interest-based loan or for a purpose repugnant to Shari‘a.

Allah’s peace and blessings be upon our Master, Mohammed,

and upon his scion and companions.
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Mudaraba

Fatwa of the Shari'a Supervisory Board (SSB)
On Investment Accounts of All Types and Current Accounts
By Bahrain Islamic Bank (BisB)

Praise be to Almighty Allah, the Lord of all the Worlds, and peace and blessings be upon our Prophet,
Mohammed, the master of the first and the last, and upon all his scion and companions.

The Shari'a Supervisory Board (SSB) of Bahrain Islamic Bank has permitted, since the Bank’s inception,
management of investment accounts for customers by conducting Mudarabah.

System of the Bank’s General Fund

1. The Bank separates, in terms of origin, the areas investment of its funds (shareholders’ funds) and
the funds of account holders (depositors). It may comingle its funds with those of capital providers
(account holders) in a special account called the (general fund).

2. The Bank invests the funds of depositors (who are the holders of savings accounts, Tejoori, Igra and
Vevo accounts and deposits of various tenors) in the Bank's general fund on the basis of Shari'a-
compliant Mudarabah, and it invests them in ljarah, Musharaka, Murabaha and Sukuk, etc.

3. Current accounts do not come under the general fund, and they are not included in it. A current
account is categorized as a loan from the account holder to the Bank, which the Bank is committed
to pay back on demand, with the right to invest the funds held in this account for its own benefit.

Investment Costs

The Bank does not invest all the shareholder’s monies in the general fund, and sets aside a certain
percentage of such funds as hedging for daily withdrawals and the reserves prescribed by the Central
Bank of Bahrain. The Bank (shareholders) bear the cost of investing its funds separately, while the costs
of investment of the account holders ‘funds are charged to their funds pro rata the share of each party.

Basis of Distribution of Profit of the General Fund

1. The Bank agrees with account holders on the common profit percentage according to the type of
account, and the Bank sometimes expects an estimated profit in view of the investment studies and
experience of previous years and according to market expectations, but the Bank is not committed
to this percentage.

2. The Bank makes a constructive accounting evaluation by estimating the investment profits on a daily
basis, but the Bank does not guarantee profit or the return of the principal amount except in cases
of negligence, trespass or violation of the conditions.
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Mudaraba (Continued)

3. Afterdeducting the direct expenses and profit is generated by the general fund, the Bank deducts the
profit evaluation reserve, which is a common right between the Mudarib and the capital providers,
and then the Mudarib (Bank) takes its share. The Bank also sets aside part of the depositors’ profit
after that for the investment risk account, which is an exclusive right for the capital providers, and
then profit is distributed among them.

In case loss is sustained, it is charged to the capital provider, except in cases of proven negligence or
violation of the Mudaraba conditions by the Mudarib, and the Mudarib bears the loss of his efforts.

4. The Bank conducts the constructive evaluation by estimating the investment profits on a daily basis,
and when the deposit is withdrawn (broken), the Bank pays part of the expected profit to the
account holder, as agreed. However, the treatment of the entitlement to any realizable profit or the
bearing of any loss by the depositors who withdraw their accounts before the audited annual final
account depends on the mutual release between outgoing account holders and incoming account
holders in waiving any profits to the others and to those who come after them while incoming
account holders bear any losses for their predecessors.

Igra Account

In its Resolution No. Q374/4-14/2008 dated 15 April 2008, the SSB approved the Bank’s provision of
Igra Investment Account service for educational purposes, etc. The account is primarily intended to help
parents to cover the future educational needs of their children. Under this account, the parent pays a
certain amount every month, and the Bank invests the account funds on a Mudaraba basis, while paying
the realized profit after the parent pays the monthly contribution for a period at least 18 months. The
Bank in this case grants the account holders life insurance cover from an Islamic takaful company for the
beneficiary to pay the specified contribution amount if the account holder dies.

Tejoori Account

In its Resolution No. Q394/2-16/2008 dated 24 August 2008, the SSB approved the Bank’s provision of
the Tejoori Islamic Account to encourage customers to save and invest. The Bank gives the savers in this
account of a certain amount an opportunity to be included in draws for weekly, monthly quarterly and
semi-annual prizes in addition to the profit they are entitled to which is accrued on their invested funds
in the Savings Account on the basis of Shari'a-compliant Mudaraba.

The prizes which are paid by the Bank to the savers in this account are not deducted from the profits due
on their funds, but are paid by the Bank from its share in the Mudaraba in the shareholders’ funds as a
donation to Tejoori account holders. This is not contrary to the principles of Islamic Shari‘a.
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Mudaraba (Continued)

Vevo Account

In its Resolution No.Q440/4-13/2009 dated 16 June 2009, the Bank’s SSB approved the provision of a
service dedicated to youths between the age of 15 to 25 years to encourage the youths to bear their
responsibilities and to become attached to, and interested in, Islamic financial institutions. The account is
managed on the basis of Mudaraba in accordance with the details set out in the Fatwa.

Allah’s peace and blessings be upon our Master, Mohammed,

and upon his scion and companions.
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Investment Wakala

Fatwa of the Shari'a Supervisory Board (SSB)
On Al-Wakalah Bi Al-Istithmar (Investment Agency) Product Offered
By Bahrain Islamic Bank (BisB)

Praise be to Almighty Allah, the Lord of all the Worlds, and peace and blessings be upon our Prophet,
Mohammed, the master of the first and the last, and upon all his scion and companions.

Investment Agency

Investment agency means appointing another person, by a natural person or corporate entity (companies,
firms, banks, etc.), to invest and grow one’s wealth, with or without a fee.

The Agent Acts in a Fiduciary Capacity

The investment agent acts in a fiduciary capacity in relation to the investment and therefore is not liable
for any loss in cases other than willful misconduct, negligence or breach of contract.

Agency Return

The Bank (agent) may specify an anticipated return not less than a certain percentage agreed upon on
the basis of studies and forecasts in respect of the performance of the Bank’s fund to give assurance to
the principal that his profit will not fall below the return specified in the contract. At the same time, the
principal may stipulate that the agent should not invest his funds except in what would realize certain
return expected by him.

If the investment results in profit more than that specified by the agent, it is for the principal or the agent,
or for both of them if they have agreed on this, or else it is for the principal without any prejudice to the
agent’s right to the incentive, if any, in addition to the fee if it is a remunerated agency.

In case the Bank discovers that the return will be less than what is agreed upon between the two parties,
it shall inform the principal accordingly, giving it the option of terminating the agency and returning the
capital or continuing with it with the lower return.

Inter-Bank Investment Agency

In its Resolution No. Q92/1-L2/1996 dated 18 November 1996, the Shari'a Supervisory Board (SSB) of
Bahrain Islamic Bank approved the Al-Wakalah Bi Al-Istithmar (Investment Agency) Product in inter-bank
operations, whereby the Bank acts as an agent for Islamic or non-Islamic banks in investment in its
general fund, or appoints another bank in the latter’s fund if it is an Islamic bank or in an investment that
is not repugnant to the principles of Islamic Shari‘a if it is a conventional bank or a company of mixed
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Investment Wakala (Continued)

business activities. The agent hands over the capital and the realized profit to the principal at the end of
the investment period, and receives the remuneration agreed upon and the incentive if it is agreed on
between both parties.

Investment Agency for Individuals and Companies

The SSB also approved, in its Resolution No. Q981/1-H2/2016 dated 29 August 2016, the Investment
Agency Product for companies and individuals wishing to invest their funds on the basis of agency instead
of Mudarabah in the Bank’s general fund, whereby the customer appoints the Bank as agent to invest his
funds in its general fund based on Islamic financings.

Allah’s peace and blessings be upon our Master, Mohammed,

and upon his scion and companions.
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