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

It is 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.

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.

Shariah ruling

The SSB considers that the letter of guarantee granted
to customers requesting it in all its types represents an
agency if it is a covered letter, an agency and
guarantee if the letter is partially covered, and a
guarantee if the letter is not covered.

Shariah Categorization

1. The remuneration in the Letter of uncovered letter
of guarantee should only be for the actual and
direct services rendered.

2. 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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