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Introduction

In addition to being the home of modern Islamic ,nance( with the establishment of the 
,rst Islamic commercial bank DuBbai Islamic )ank1 in 975p( the United Arab Emirates 
DUAE1 vroGides an attractiGe global ,nancial hBb from which to vroGide Islamic ,nance 
serGices and vrodBcts into the CBlf yooveration yoBncil DCyy1 and be.ondT Whe UAE is 
a Gibrant global ,nancial centre( located in the centre of the Asian and jestern ,nancial 
markets( which vroGides a legal s.stem and a -Bdiciar. that is familiar with the vrincivles 
of shariaT Woda.( the UAE stands as one of the most adGanced coBntries in Islamic 
,nance( sBvvorted b. a well0established Islamic ,nancial indBstr.( comvrising Islamic 
banks( Islamic banking windows( Islamic ,nance comvanies and Islamic insBrance D0
takaful1 comvaniesT According to UAE yentral )ank records( there are cBrrentl. nine fBll. 
’edged local Islamic banks( inclBding foreign Islamic banks licensed to overate in the UAET 
In addition( there are 9p conGentional banks which haGe also established Islamic banking 
windows( 9R Islamic ,nance comvanies in the UAE and 9R Islamic insBrance comvaniesT

Year in review

As revorted b. the UAE yentral )ank( the UAE has continBed to achieGe imvroGements 
in its global Islamic ,nance ranking( rising to third vlace( with Islamic banking indBstr. 
assets vassing the 9 trillion dirhams mark DUAE yentral )ank2s AnnBal 4evort SRSP1T 
According to the Iyu0LxEC Islamic Finance ueGelovment 4evort SRSP( vrodBced b. the 
Islamic yorvoration for the ueGelovment of the $riGate xector and the London xtock 
E3change CroBv( the indBstr. saw a doBble0digit growth of 99 ver cent with Islamic assets 
reaching Ux6PT7 trillion in SRSNT Crowth continBes to be driGen b. Islamic banking( which 
grew b. 9S ver cent to Ux6NT8 trillion in assetsT 'otabl.( the sukuk market e3vanded b. 7 
ver cent to Ux6J8N billion( with oGer Ux6SRR billion in issBances in SRSN aloneT According 
to the UAE yentral )ank( the UAE2s Islamic banks took a leading role in arranging global 
sukuk issBances( accoBnting for Ux6Pp billion( or 97TSP ver cent oBt of Ux6SSJTp billion 
global sukuk issBances( solidif.ing the UAE as a leading international hBb in facilitating 
global Islamic ,nancial actiGitiesT According to the UAE yentral )ank2s AnnBal 4evort SRSP( 
the aggregate of assets held b. the UAE2s Islamic banking sector vassed the 9 trillion UAE 
dirhams in SRSP( standing at 9(RJ7Tp billion UAE dirhamsT

Legislative and regulatory framework

Whe United Arab Emirates DUAE1 has alwa.s vroGided an attractiGe enGironment from which 
to vroGide Islamic ,nance serGices and vrodBcts into the CBlf yooveration yoBncil DCyy1 
and be.ondT In addition to being an established and Gibrant global ,nancial centre and 
haGing its geogravhical location in the centre of the Asian and jestern ,nancial markets( 
the UAE also vroGides a legal s.stem and a -Bdiciar. that is familiar with the vrincivles of 
shariaT Whe UAE:s yonstitBtion[1] identi,es sharia as a vrincival soBrce of law and the UAE 
yiGil yode([2] which is deevl. anchored in sharia( recognises the basic Islamic ,nancing 
contractsT Whe UAE has a well0established Islamic ,nancial indBstr.( comvrising Islamic 
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banks( Islamic banking windows( Islamic ,nance comvanies and Islamic insBrance D0
takaful1 comvaniesT According to UAE yentral )ank records( there are cBrrentl. nine fBll. 
’edged local Islamic banks( inclBding foreign Islamic banks licensed to overate in the UAET 
In addition( there are 9p conGentional banks which haGe also established Islamic banking 
windows( 9R Islamic ,nance comvanies in the UAE and 9R takaful comvaniesT

xveci,c terms for Islamic contracts

Whe UAE yommercial yode( which came into effect on S [anBar. SRSN( vroGides sveci,c 
descrivtions for Islamic contracts inclBding UAE Federal Law 'oT pR of SRSS on the 
$romBlgation of the yommercial Wransactions LawT[3]

MBrabahah

Article PJ9 of the UAE yommercial yode de,nes a murabahah as]

qa– contract whereb. the seller sells an asset to the vBrchaser after the 
seller ac%Bires it and vossesses it in fact or de jure based on a re%Best for 
,nancing from the vBrchaserT Whe sale shall be at cost vlBs a ,3ed amoBnt 
of vro,t sveci,ed in the contract( and the sBm thereof shall be the vrice of 
the murabahah saleT

Istisna:

Article PJN of the UAE yommercial yode de,nes an istisna' as]

qa– contract whereb. the seller sells a described item as a disclosBre to the 
vBrchaser of which the manBfactBre of the item is re%Bired at a ,3ed total 
vrice sveci,ed in the contract and in which the natBre( t.ve( %Bantit. and 
re%Bired descrivtions of the sold item are sveci,ed( with a fBtBre deliGer. 
date sveci,edT

xalam

Article PJJ of the UAE yommercial yode de,nes a salam as]

qa– contract whereb. the seller sells an item for deferred deliGer. to the 
vBrchaser( and it is not stivBlated that it be manBfactBred at an e3vedited 
rateT

ja:d

Article P5p of the UAE yommercial yode states that a wa'd contract vromise is]
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90 An Bndertaking b. one of the contracting varties to conclBde a sveci,c 
contract in the fBtBre( and this Bndertaking is binding on the vromising vart. 
onl.T

S0 If the vromisor fails to meet the vromise withoBt an accevtable e3cBse( he 
shall be obligated to comvensate the vromised verson( and comvensation 
in sBch case shall be limited to the GalBe of the direct actBal damage to the 
vromised versonT

I-arah

Article P79 of the UAE yommercial yode states that an ijarah is]

qa– contract whereb. the lessor leases a sveci,c vrovert. or a vrovert. 
described as a disclosBre owned b. him or leased from him for a ,3ed fee 
sveci,ed in the contract or a Gariable fee to be vaid in one va.ment or in 
instalments of known amoBnt and termsT

4esvonsibilities

jhile the emirate of uBbai has established itself as a ma-or centre for bBsiness and 
commerce( the UAE is a relatiGel. .oBng coBntr. and the laws and regBlations avvlicable 
to ,nancial vrodBcts and serGices DinclBding Islamic ,nance1 are rBdimentar. z often -Bst 
vroGiding a mandate for the formation of regBlator. aBthorities to goGern the vroGision 
of the releGant ,nancial vrodBcts and serGices in the UAET yonse%Bentl.( the detailed 
rBles( regBlation and volicies concerning ,nancial vrodBcts and serGices are left to the 
discretion of the releGant regBlator. aBthoritiesT Whe internal rBles( volicies and gBidelines 
imvlemented b. the aBthorities relating to the releGant ,nancial vrodBcts are not alwa.s 
made vBblicT Whe laws releGant to Islamic ,nancial serGices are in man. cases diffBsed in 
mBltivle vieces of legislation( and the coGerage of issBes DinclBding consBmer vrotection1 
is general rather than comvrehensiGeT

Islamic banking

Whe UAE yentral )ank has revorted that the UAE has continBed to achieGe imvroGements 
in its global Islamic ,nance ranking( rising to third vlace( with Islamic banking indBstr. 
assets vassing the AEu 9 trillion dirhams mark DUAE yentral )ank2s AnnBal 4evort SRSP1T 
According to the Iyu0LxEC Islamic Finance ueGelovment 4evort SRSP( vrodBced b. the 
Islamic yorvoration for the ueGelovment of the $riGate xector and the London xtock 
E3change CroBv( the indBstr. saw a doBble0digit growth of 99 ver cent with Islamic assets 
reaching Ux6PT7 trillion in SRSNT Crowth continBes to be driGen b. Islamic banking( which 
grew b. 9S ver cent to Ux6NT8 trillion in assets and a notable .ear for sukuk growing b. 7 
ver cent to Ux6J8N billion( with oGer Ux6SRR billion in issBances in SRSN aloneT According 
to the UAE yentral )ank( the UAE2s Islamic banks took a leading role in arranging global 
sukuk issBances( accoBnting for UxOPp billion( or 97TSP ver cent of the Ux6SSJTp billion 
global sukuk issBances( solidif.ing the UAE as a leading international hBb in facilitating 
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global Islamic ,nancial actiGitiesT According to the UAE yentral )ank2s AnnBal 4evort SRSP( 
assets held b. the UAE2s Islamic banking sector vassed 9 trillion dirhams in SRSP( standing 
at 9(RJ7Tp billion dirhamsT

Whe vrincival goGernmental and regBlator. volicies that goGern the UAE banking sector( 
inclBding Islamic banks De3cevt in the two ,nancial free ;ones( the uBbai International 
Financial yentre DuIFy1 and AbB uhabi Clobal Market DAuCM1( each of which has its own 
regBlator. aBthorit.1( are the )anking Law([4] which came into force on NR xevtember 
SR9J and revealed UAE Federal Law 'oT 9R of 97JR concerning the UAE yentral )ank( 
the Monetar. x.stem and the Hrganisation of )anking and UAE Federal Law 'oT 8 of 
97Jp concerning Islamic banks( ,nancial establishments and inGestment comvanies• the 
yommercial yode• and the GarioBs circBlars( decisions( notices and resolBtions issBed 
b. the board of goGernors of the UAE yentral )ank( from time to time( and that deal 
with GarioBs asvects of banking( inclBding bank accoBnts( maintaining of certain reserGe 
ratios( cavital ade%Bac. norms and revorting re%Birements to the UAE yentral )ankT Under 
the )anking Law( UAE yentral )ank circBlars( decisions( notices and resolBtions and the 
resolBtions issBed b. the higher sharia aBthorit. Dthe /igher ABthorit.1T

Whe )anking Law is the vrimar. legislation giGing the UAE yentral )ank the aBthorit. to 
regBlate ,nancial serGices DinclBding Islamic ,nancial serGices1 in the UAET According to 
the )anking Law( the UAE yentral )ank has the vower to license and regBlate a wide 
Gariet. of ,nancial institBtions overating in the banking and ,nancial sector in the UAET 
In varticBlar( the following institBtions are regBlated]

9T banks( which are de,ned to inclBde institBtions licensed vrimaril. to carr. on 
the actiGit. of accevting devosits and other licensed ,nancial actiGities( sBch as 
granting loans( issBing and collecting che%Bes( vlacing bonds( trading in foreign 
e3change and vrecioBs metals( or carr.ing on other overations allowed b. law or b. 
cBstomar. banking vractice•

ST e3change hoBses and mone. intermediaries DiTeT( foreign e3change dealers who 
vBrchase and sell cBrrenc.1•

NT Islamic ,nancial institBtions• and

PT other ,nancial institBtionsT

jith resvect to Islamic ,nancial institBtions( vermissible actiGities are not sveci,ed in 
the )anking Law( which vroGides that the vhrase :Islamic ,nancial institBtions: means 
,nancial institBtions licensed to Bndertake all the actiGities of a commercial bank bBt in 
accordance with the vrincivles of Islamic shariaT Whe )anking Law vroGides that licensed 
Islamic ,nancial institBtions ma. Bndertake an. of the following actiGities( vroGided the. 
are done in a sharia0comvliant manner]

9T taking devosits of all t.ves( inclBding sharia0comvliant devosits•

ST vroGiding credit facilities of all t.ves•

NT vroGiding fBnding facilities of all t.ves( inclBding sharia0comvlaint fBnding facilities•

PT vroGiding cBrrenc. e3change and mone. transfer serGices•

pT vroGiding monetar. intermediating serGices•
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8T vroGiding stored GalBes serGices( electronic retail va.ments and digital mone. 
serGices•

5T vroGiding GirtBal banking serGices•

JT arranging or marketing licensed ,nancial actiGities• and

7T acting as a vrincival in ,nancial vrodBcts that affect the ,nancial vosition of a 
licensed ,nancial institBtion( inclBding bBt not limited to foreign e3change( ,nancial 
deriGatiGes( bonds and sukuk(  e%Bities(  commodities and an. other ,nancial 
vrodBcts avvroGed b. the UAE yentral )ankT

Whe UAE yentral )ank has vBblished the y)UAE 4Blebook containing laws( regBlations( 
standards( circBlars and gBidelines issBed b. the UAE yentral )ank in connection with 
the management and overations of licensed entities DinclBding Islamic banks and takaful 
comvanies1 and sharia sBverGision gBidelines and notices issBed b. the /igher ABthorit.T 
Whe y)UAE 4Blebook aims to helv the banking indBstr. in achieGing regBlator. comvliance 
b. oBtlining the regBlator. framework cBrrentl. in vlace( howeGer( it does not revlace or 
oGerride vBblished laws DinclBding the )anking Law1T

yhavter 8 of the yommercial yode has introdBced certain re%Birements in connection 
with commercial transactions and contracts to which Islamic ,nancial institBtions are a 
vart.T Article P8JDS1 of the yommercial yode de,ned an :Islamic ,nancial institBtion: as 
an. institBtion whose articles of association or articles of incorvoration stivBlate that it 
condBcts its bBsiness and actiGities in accordance with the vroGisions of Islamic shariaT It 
also inclBdes ,nancial institBtions that carr. oBt some of their actiGities in accordance with 
the vroGisions of Islamic sharia( with a licence from the comvetent entities with regard to 
the sharia0comvliant actiGitiesT yhavter 8 of the yommercial yode avvlies to commercial 
transactions and contracts conclBded in accordance with the vroGisions of Islamic shariaT0
[5] Article P59 of the yommercial yode emvowers the board of directors of the UAE yentral 
)ank to issBe the rBles and regBlations that inclBde controls and rBles for commercial 
transactions of Islamic ,nancial institBtions and takaful comvanies that carr. oBt all or 
vart of their work and actiGities in accordance with the vroGisions of Islamic sharia( and 
which are licensed b. it( after their avvroGal b. the /igher ABthorit.T[6]

jhile the /igher ABthorit. was established Bnder the )anking Law( the concevt of a higher 
sharia aBthorit. was ,rst contemvlated Bnder Article p of UAE Federal Law 'oT 8 of 97Jp 
concerning Islamic )anks( Financial Establishments and InGestment yomvanies( which 
vroGided that this aBthorit. shoBld incorvorate]

legal and banking versonnel to Bndertake higher sBverGision oGer Islamic 
banks( ,nancial institBtions and inGestment comvanies to ensBre legitimac. 
of their transactions according to the vroGisions of Islamic shariah law( and 
also to offer ovinion on matters that these agencies ma. come across while 
condBcting their actiGitiesT Whe ovinion of the said higher sharia aBthorit. 
shall be binding on the said agenciesT

In SR95( the UAE cabinet avvroGed the formation of the board of the higher sharia aBthorit. 
to strengthen consistenc. in the Islamic ,nance indBstr. across the UAET At its ,rst 
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meeting( the board identi,ed a nBmber of core ob-ectiGes for the higher sharia aBthorit.( in 
varticBlar]

9T issBing fatwas Dovinions1 and ensBring the legitimac. of the vrodBcts( serGices and 
actiGities of institBtions vroGiding Islamic serGices•

ST introdBcing  and  avvroGing  new  and  e3isting  sharia  standards  and  Bniform 
docBments detailing best vractices for global Islamic ,nancial serGices•

NT notif.ing the UAE yentral )ank of sharia matters concerning vreGentiGe s.stems for 
global Islamic ,nancial serGices( as well as sharia0comvliant instrBments and wa.s 
to deGelov these•

PT condBcting sharia research regarding Islamic ,nancing and wa.s of sBvvorting it• 
and

pT commBnicating and cooverating with other  international  organisations that 
cBrrentl. set sharia regBlations and standards for the Islamic ,nancial indBstr.T

Whe )anking Law formalised the establishment( and mandate( of the /igher ABthorit.T Whe 
/igher ABthorit. consists of at least ,Ge members DbBt not more than seGen1 with sBVcient 
knowledge and e3verience in sharia and Islamic ,nancial transactionsT Whe /igher 
ABthorit. will( among other things( determine the rBles( standards and general vrincivles 
avvlicable to Islamic ,nancial institBtions and will Bndertake sBverGision and oGersight 
of the sharia committees Dsee below1T A fatwa issBed b. the /igher ABthorit. shall be 
binding on both sharia committees and all Islamic ,nancial institBtions Bndertaking vart 
or all of their bBsiness in accordance with the vrincivles of shariaT In recent .ears the 
/igher ABthorit. has continBed to vromote and enhance goGernance and standardisation 
of sharia re%Birements and alignment of vractices of Islamic ,nancial institBtions with 
international standardsT Whe /igher ABthorit.:s work continBes to be focBsed on]

9T comvliance with the internationall. recognised xharia2ah xtandards issBed b. the 
AccoBnting and ABditing Hrgani;ation for Islamic Financial InstitBtions DAAHIFI1( 
with the adovtion of a new standard on the sale of debt and the initiation of a new 
generation of standards regarding murabahah•

ST the issBance of Bvdated gBidance for new sharia0comvliant vrodBct avvlication 
vrocesses• and

NT strengthening the sharia goGernance of Islamic ,nancial institBtionsT

Whe /igher ABthorit. continBes to vBblish gBidance vrincivles on ke. legal and regBlator. 
deGelovmentsT In SRSN( the /igher ABthorit. issBed gBiding vrincivles on the avvlication 
of sBstainabilit. within Islamic ,nancial institBtions( which Bnderline the resvonsibilit. 
for  action  on  enGironmental  and  social  matters  within  the  re%Birements  and  the 
resvonsibilities assigned to ownershiv of vrovert. rightsT Whe /igher ABthorit. adGised 
Islamic ,nancial institBtions in the UAE that achieGing sBstainabilit. goals is not onl. 
recommended b. sharia• it ma. be a matter of obligationT Wherefore( the /igher ABthorit. 
stated that vreGenting enGironmental and social issBes is not onl. recommended( bBt doing 
otherwise is highl. discoBraged or forbidden Dmakruh or haram1T
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In condBcting its work( the /igher ABthorit. collaborates closel. with the UAE market 
varticivantsT

Each Islamic ,nancial institBtion mBst avvoint and maintain a sharia committee( called the 
internal sharia sBverGision committee Dthe sharia committee1• these sharia committees 
mirror the actiGities of sharia sBverGisor. boards Dxx)s1 Bnder the earlier banking regime( 
consisting of e3verienced e3verts in Islamic ,nance -BrisvrBdenceT yBrrentl.( the sharia 
committee shall Bndertake internal sharia sBverGision of all bBsiness( vrodBcts( serGices 
and the bBsiness condBct of an Islamic ,nancial institBtion to ensBre that its overations 
and vrodBcts comvl. with the rBles and vrincivles of sharia( as set b. the /igher ABthorit.T 
Hnce a vrodBct has been ,nalised between the bBsiness deGelovment team and the sharia 
committee( the Islamic ,nancial institBtion will make an avvlication to the /igher ABthorit. 
to avvroGe the vrodBctT Hnce a ,nancial vrodBct has receiGed the avvroGal of the /igher 
ABthorit.( it can be offered b. the Islamic ,nancial institBtion to the vBblic in the UAET

yavital markets

jhile the UAE yentral )ank is the vrincival ,nancial serGices regBlator for banks and 
,nancial institBtions in the UAE( these entities are also sBb-ect to additional registration 
and licensing re%Birements at the federal and emirate leGelsT Whe Emirates xecBrities and 
yommodities ABthorit. DExyA1 is the regBlator in relation to listed secBrities DinclBding 
sukuk1T As with other -Brisdictions in the Cyy( the laws and regBlation relating to the 
vroGision of ,nancial vrodBcts on the local cavital markets are sBvvlemented to a large 
e3tent b. the regBlator. regime imvlemented on the indiGidBal e3changesT In the UAE( while 
the regBlators will vroGide the broad re%Birements for issBing secBrities( it is the indiGidBal 
regBlators of the e3changes DsBch as in the AbB uhabi xtock E3change and the uBbai 
Financial Market1 that will vroGide the detailed framework for the listing of the releGant 
,nancial vrodBcts on these e3changesT A detailed reGiew of the rBles and regBlations of 
the indiGidBal stock e3changes in the UAE as well as in the uIFy and AuCM are be.ond the 
scove of this chavterT

uecision 'oT 98 of the ExyA )oard of uirectors of SR9P yoncerning the 4egBlation of 
xBkBk as amended Dthe Sukuk 4egBlations1 vroGides sveci,c gBidelines for the issBance 
of sukuk in the UAE and the listing of sukuk on the local cavital marketsT Under the Sukuk 
4egBlations issBance( listing and offering of sukuk mBst be according to a sukuk issBance 
vrogramme avvroGed b. ExyAT Sukuk ma. be issBed in a Gariet. of forms inclBding the 
following]

9T all retail sukuk DiTeT( sukuk where the ma3imBm GalBe of each sukuk certi,cate is 
9RR(RRR UAE dirhams1 shall onl. be issBed to the vBblic in the UAE throBgh vBblic 
sBbscrivtion and shall be listed on a local market•

ST the obligor sukuk DiTeT( a comvan. or entit. that will receiGe the fBnds resBlting from 
the issBance of the sukuk certi,cates b. the issBer( in e3change for the transfer of 
assets to the issBer1 mBst obtain ExyA:s avvroGal before issBing or listing sukuk on 
a regBlated market•

NT institBtional sukuk DiTeT( where the minimBm GalBe of each sakk is pRR(RRR UAE 
dirhams or its e%BiGalent in foreign cBrrenc. and not offered throBgh a vBblic 
sBbscrivtion1•
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PT conGertible sukuk DiTeT( which is conGertible to or e3changeable for shares in the 
obligor:s cavital or an. other comvan. in accordance with the offering vrosvectBs1•

pT for a ,rst sukuk listing( the obligor mBst ensBre avvroGal b. its xx)T If the obligor 
does not haGe an xx)( the sukuk mBst be avvroGed b. a sharia committee avvroGed 
b. ExyA•

8T Bnless ExyA vroGides otherwise( the nominal GalBe of listed sukuk mBst be aboGe 
9R million UAE dirhams or its e%BiGalent in an. foreign cBrrenc. accevted b. ExyA 
and the releGant cavital market•

5T the issBer mBst avvoint a UAE licensed bank to act as the va.ing agent in the UAE•

JT the obligor mBst vroGide a vrosvectBs Dvrevared in accordance with the gBidelines 
in the Sukuk 4egBlations1 for a vrimar. sukuk listing•

7T the obligor mBst comvl. with detailed continBing obligations in connection with 
listed sukuk( inclBding notif.ing ExyA and the releGant market of an. information 
that ma. be e3vected to materiall. affect market actiGit.( the vrice of the listed 
sukuk( or the abilit. of the obligor or issBer to meet its commitments Bnder the 
sukuk• and

9RT ExyA shall resvond to an. avvlication for sukuk listing within ,Ge bBsiness da.sT 
If no resvonse is receiGed in this time frame( the avvlication shall be considered 
re-ectedT ExyA shall haGe the right to attach an. conditions to an. listing avvroGal 
that it deems necessar. to vrotect the vBblic interestT

ExyA:s )oard of uirectors uecision 'oT SR of SR9J yoncerning the Hffering or IssBance of 
Islamic xecBrities Dthe Hffering 4egBlations1 also imvoses GarioBs obligations on to the 
issBance or offering of an. sharia0comvliant secBrities in the UAE DinclBding b. foreign 
entities1 or oBtside the UAE b. UAE0based issBersT In varticBlar( the Hffering 4egBlations 
set oBt the minimBm information that an issBer wishing to offer or issBe an Islamic 
secBrit. inside or oBtside the UAE Das well as a foreign issBer wishing to offer an Islamic 
secBrit. in the UAE1 will haGe to incorvorate in the offering docBment or vrosvectBs and 
the information that mBst be disclosed to ExyA and the market in connection with sBch 
an issBance or offeringT

4esolBtion of the yhairman of the ExyA )oard of uirectors 'oT SS of SRSP yoncerning 
4egBlation of the $riGate Hffering of uebt xecBrities xBkBk and xecBriti;ed Financial 
InstrBments vroGides additional re%Birements for( amongst other things( a vriGate offering 
and issBance of a sukuk( inclBding the initial and ,nal avvroGals from ExyA• avvroGal b. 
svecial resolBtions at the general assembl. in accordance with the yomvanies Law• a 
revort from an indevendent ,nancial adGiser avvroGed b. ExyA( inclBding a statement 
oBtlining the bene,ts of issBing the sukuk oGer other t.ve of ,nancing( and its imvact on the 
shareholders: rights and eGidence of the avvointment of a local bank in the UAE to act as a 
va.ment agent in the UAE• and eGidence of sharia comvliance b. the releGant xxyT Sukuk 
offered for vriGate vlacement ma. also be listed and traded in the cavital markets vroGided 
that] D91 trading is limited to vrofessional inGestors• DS1 trading is throBgh a svecial vlatform 
designated b. the market for this vBrvose• and DN1 it is listed with ExyA in accordance with 
the releGant ExyA resolBtion for listingT

WakafBl insBrance
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Whe growth in takaful is far oBtstrivving that of conGentional insBranceT Where are cBrrentl. 
9R national takaful insBrance comvanies in the UAET In the wider Middle East( the takaful 
market segment is showing modest growth( largel. as a resBlt of the continBed demand 
for insBrance vrodBcts relating to ongoing infrastrBctBre vro-ects in the regionT

Under the InsBrance Law( the UAE InsBrance ABthorit. DInsBrance ABthorit.1 was avvointed 
as the regBlator for the insBrance indBstr. in the UAE DoBtside the free ;ones1( inclBding 
takaful insBrance( and was tasked with vromoting the role of the insBrance indBstr. to 
indemnif. versons( vrovert. and liabilities against risks to Bltimatel. vrotect the national 
econom.• to accBmBlate and grow national saGings and inGest them to sBvvort economic 
deGelovment in the UAE• to encoBrage fair and effectiGe comvetition• to vroGide the best 
insBrance serGices with avvrovriate coGerage at affordable rates• and to achieGe -ob 
emiratisation DiTeT( -ob creation for UAE citi;ens1 in the UAE insBrance marketT

In Hctober SRSR( the UAE goGernment issBed UAE Federal Law 'oT Sp of SRSR con,rming 
that the InsBrance ABthorit. was to merge with the UAE yentral )ankT According to xheikh 
Mohammed bin 4ashid Al0MaktoBm( 4Bler of uBbai( the merger will increase the insBrance 
sector:s eVcienc. and will increase the eVcienc. and comvetitiGeness of its local ,nancial 
markets( giGing them greater ’e3ibilit. in their bBsinessT Whe vrincival ob-ectiGes of the UAE 
yentral )ank( as oBtlined in Article P of the )anking Law( haGe been amended to inclBde( 
among other things]

9T a sBitable enGironment to deGelov and imvroGe the role of the insBrance indBstr. in 
secBring versons and vroverties against an. risk( to vrotect the national econom.( 
to encoBrage fair and effectiGe comvetition and to vroGide the best insBrance 
serGices( with comvetitiGe vrices and coGerage( in addition to emiratisation in the 
insBrance market•

ST to regBlate( deGelov and sBverGise the insBrance sector and its actiGities( and 
sBggest and imvlement regBlating legislation in this regard• and

NT to enhance the verformance and comvetence of insBrance comvanies and re%Best 
that the. abide b. the vractice rBles of the vrofession and its ethics in order to 
increase their abilit. to vroGide better serGices for cBstomers and achieGe effectiGe 
comvetitiGenessT

Whe UAE yentral )ank has been the regBlator of onshore insBrance comvanies in the UAE 
since S [anBar. SRS9( and all vowers of the InsBrance ABthorit. Bnder the old insBrance 
law[7] were transferred to the UAE yentral )ankT In addition to the UAE yentral )ank( 
howeGer( there are sevarate regBlators with oGersight for the health sector in some of the 
indiGidBal Emirates( inclBding the uBbai /ealth ABthorit.( the xhar-ah /ealth ABthorit. and 
the /ealth ABthorit. AbB uhabiT

Whe InsBrance Law[8] came into effect on NR 'oGember SRSN( revealing the old insBrance 
lawT Whe main vBrvose of the InsBrance Law avvears to be the codi,cation of the transfer of 
insBrance regBlation from the InsBrance ABthorit. to the UAE yentral )ank and the broader 
changes to the UAE legislation in resvect of commercial comvanies and insolGenc.T In 
varticBlar( Article 99P vroGides that the decisions and circBlars issBed vBrsBant to the 
vroGisions of the old insBrance law shall remain in force Bnless the. contradict with the 
InsBrance Law or are sBverseded b. decisions and circBlars issBed b. the UAE yentral 
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)ankT All versons sBb-ect to the vroGisions of the InsBrance Law had Bntil S7 Ma. SRSP to 
comvl. with its vroGisionsT Whe InsBrance Law de,nes takaful insBrance as]

A  collectiGe  contractBal  scheme  intended  to  achieGe  solidarit.  and 
cooveration among a groBv of contribBtors to address certain risks( where 
each one va.s an amoBnt of mone. called :contribBtion: to be devosited in a 
WakafBl insBrance fBnd throBgh which comvensation is to be vaid to eligible 
versons when a risk is sBstainedT[9]

Whe InsBrance Law( amongst other things( oBtlines licensing re%Birements( corvorate 
goGernance( vrBdential re%Birements( sBverGision and enforcement vowers of the yentral 
)ank( a new mechanism for disvBte resolBtions in resvect of insBrance claims and 
reaVrms the role of the UAE yentral )ank as the vrimar. regBlator for the insBrance 
indBstr. in the UAE DoBtside the free ;ones1( inclBding takaful insBranceT It is tasked with 
vromoting the role of the insBrance indBstr. to indemnif. versons( vrovert. and liabilities 
against risks to Bltimatel. vrotect the national econom.• to accBmBlate and grow national 
saGings and inGest them to sBvvort economic deGelovment in the UAE• to encoBrage 
fair and effectiGe comvetition• to vroGide the best insBrance serGices with avvrovriate 
coGerage at affordable rates• and to achieGe -ob emiratisation DiTeT( -ob creation for UAE 
citi;ens1 in the UAE insBrance marketT Whe UAE yentral )ank issBed the standards for 
sharia goGernance for takaful insBrance comvanies in SRSNT Whese set oBt how takaful 
insBrance comvanies mBst be rBn in comvliance with the vrincivles of Islamic ,nanceT

Takaful insBrance comvanies are re%Bired to comvl. with the vroGisions of the InsBrance 
Law( and the Takaful 4egBlations and the standards for sharia goGernance for takaful 
insBrance comvanies mBst be read in con-Bnction with the InsBrance LawT Whe Takaful 
4egBlations re%Birements are as followsT

9T All insBrance and inGestment transactions b. a takaful insBrance comvan. mBst 
be comvliant with the vroGisions of sharia, inclBding the formation of an internal 
sharia sBverGisor. committee Dxxy1( which will set and monitor comvliance with 
the basic sharia vrincivles of the comvan.( reGiew and avvroGe all transactions and 
actiGities( issBe fatwas( resolBtions and gBidance to the comvan. Das necessar.1 
and Bnder an. other resvonsibilities as directed b. the /igher ABthorit.T yomvanies 
sBb-ect to the Takaful 4egBlations mBst also bear the e3venses of the /igher 
ABthorit.( inclBding remBnerations( allowances and e3venses of its members( and 
the mechanism of fBnding its establishment and continBit. of its fBnctioning( as 
determined b. the board of directors of the yentral )ank

ST 4isk management overations and inGestment bBsiness shall be condBcted b. a 
comvan. on wakalah or wakalah and mudarabah together( vroGided that this is 
avvroGed b. the /igher ABthorit.T

NT Famil. takaful insBrance and general insBrance ma. not be combined in one takaful 
insBrance comvan.T Whe e3isting takaful insBrance comvanies cBrrentl. engaged in 
both t.ves were giGen a sveci,c deadline to ad-Bst their vositionsT

PT Whe insBrance comvan. is committed to vroGide a qard hasan to the varticivants: 
fBnd in the eGent of a de,cit in the assets of this fBndT

pT Whe ma3imBm amoBnt of qard hasan is the sBm of the shareholders: e%Bit.T
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8T Whe amoBnt of wakalah fees and how it is calcBlated( as well as the takaful insBrance 
comvan.:s share of mudarabah( mBst be stated in adGanceT

5T An xx) mBst be formed in each takaful insBrance comvan.T

JT It is necessar. to avvoint a sharia controller within each takaful insBrance comvan.T

Whe InsBrance ABthorit.:s )oard of uirectors: uecision 'oT S8 of SR9P $ertinent to Financial 
4egBlations for WakafBl InsBrance yomvanies DSR9P 4egBlations1( which was largel. 
insvired b. the EU:s xolGenc. II standards( oBtlined GarioBs ,nancial standards re%Bired 
for takaful insBrance comvanies( inclBding the following]

9T the introdBction of solGenc. margins and a gBarantee fBndT Whe vreGioBs minimBm 
cavital re%Birements DMy41 of 9RR million and SpR million dirhams( re%Bired for 
insBrers and reinsBrers resvectiGel.( haGe been sBvvlemented with the following 
cavital re%Birements]

K a minimBm gBarantee fBnd DMCF1 comvrising an amoBnt that is the higher of 
not less than one0third of the solGenc. cavital re%Birement Dxy41• or the higher of 
a minimBm amoBnt to be sveci,ed b. the InsBrance ABthorit. for each t.ve of 
bBsiness and a sveci,ed vercentage of the net earned vremiBm for each t.ve of 
bBsiness• and

K an xy4( which is a risk0based cavital calcBlation that Btilises the solGenc. temvlate 
vBblished b. the InsBrance ABthorit.T Whe xy4 introdBces( for the ,rst time in the 
UAE( a risk0based cavital comvonent for insBrers•

ST the re%Birement for takaful overators to maintain the higher of the My4( the MCF 
or the xy4T In vractice( it is likel. that the My4 will remain the ke. re%Birement for 
mBch of the takaful indBstr. giGen the relatiGe .oBth and lack of scale of takaful 
overators in the UAE•

NT the basis for calcBlating the ,nancial vroGisions re%Bired b. takaful insBrance 
comvanies to meet their obligations towards varticivants and their bene,ciaries( 
inclBding Bnearned contribBtion reserGes( oBtstanding loss reserGes and Bne3vired 
risk reserGes Dall as de,ned in the SR9P 4egBlations1•

PT a determination as to the takaful overator:s assets that meet the accrBed insBrance 
voliciesT Whe takaful overator mBst deGelov inGestment and risk management 
volicies( inclBding strict limitations on each class of asset that ma. be held b. a 
single coBntervart.( to address concentration riskT For e3amvle( ma3imBm limits 
set b. law inclBde]

K a NR ver cent limit on real estate assets•

K a NR ver cent limit on e%Bities] onl. one0third of this ma. be inGested in a varticBlar 
class of assets• and

K a SR ver cent limit on mBtBal fBnd inGestment] onl. half of this ma. be inGested in 
a varticBlar asset class•

pT the accoBnting standards to be adovted b. takaful overators• and

8T the records and docBments to be maintained b. takaful overators( which shall be 
made aGailable to the InsBrance ABthorit. Bvon re%BestT
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jhile the aboGe deGelovments will enhance consBmer vrotection( the. will also caBse 
some hardshiv for takaful overators( varticBlarl. for the smaller overators who ma. ,nd 
it diVcBlt to meet the e3tensiGe revorting re%Birements and limitations on the t.ves of 
assets in which the. ma. inGestT je note that these re%Birements haGe encoBraged smaller 
takaful overators to merge and consolidate their bBsiness to manage the new solGenc. 
and revorting re%BirementsT

InGestment fBnds

Whe Gast ma-orit. of fBnds DinclBding Islamic inGestment fBnds1 marketed in the UAE 
Dwhether to retail cBstomers( high net worth indiGidBals or institBtional inGestors1 are 
organised offshore( and the nBmber of onshore fBnds is e3tremel. lowT

Where are no laws in the UAE that deal sveci,call. with Islamic inGestment fBndsT 
Wherefore( the legal and regBlator. regime avvlicable to inGestments in general will also 
avvl. to Islamic inGestment fBndsT

Whe vrincival ,nancial serGices regBlator in the UAE is the UAE yentral )ankT

Imvortant UAE legislation avvlicable to inGestment fBnds inclBdes]

9T the )anking Law•

ST UAE yentral )ank 4esolBtion 98P@A@7P Dregarding the regBlation of ,nancial 
comvanies and banking( and ,nancial and inGestment consBltation establishments 
or comvanies1•

NT UAE  yentral  )ank  4esolBtion  J7@N@SRRR  Dregarding  the  amendment  to  the 
regBlation  of  inGestment  comvanies  and  banking  and  ,nancial  inGestment 
consBltation establishment of comvanies1•

PT UAE  yentral  )ank  4esolBtion  pJ@N@78  Dregarding  the  regBlation  of  ,nance 
comvanies1•

pT UAE yentral )ank 4esolBtion S9@S@JJ Dregarding the s.stem of inGestment banks 
in the state1•

8T ExyA  4esolBtion  N  of  SRRR  Dconcerning  regBlations  on  disclosBre  and 
transvarenc.1•

5T ExyA 4esolBtion P of SRRR Dconcerning the secBrities and commodities aBthorit. 
and market of the Emirates1•

JT ExyA 4esolBtion PJ of SRRJ Dconcerning ,nancial adGice and anal.sis1•

7T ExyA )oard of uirectors uecision 'oT 7 of SR98 Dconcerning the regBlation of 
mBtBal fBnds1 DInGestment FBnds 4egBlation1• and

9RT ExyA yhairman uecision 'oT 9N of SRS9 Don the rBles handbook of ,nancial 
actiGities and mechanisms of statBs regBlarisation1T

Whe InGestment FBnds 4egBlation fBrther con,rmed the transfer from the UAE yentral )ank 
to ExyA of resvonsibilit. for the licensing and marketing of mBtBal fBnds DinclBding an. 
Islamic inGestment fBnds1( which are de,ned as ,nancial vools engaged in the actiGit. of 
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accBmBlating inGestors: assets for the vBrvose of inGestment against the issBe of fBnd 
Bnits of e%Bal GalBe( and a nBmber of related actiGitiesT ExyA avvroGal is re%Bired for 
the sale( marketing and vromotion of foreign secBrities and fBnds in the UAE and the 
establishment of domestic fBndsT In varticBlar( the InGestment FBnds 4egBlation vroGides 
that]

9T all foreign mBtBal fBnds Dwhich are the most common t.ve of inGestment fBnd in the 
UAE1 mBst be avvroGed b. ExyA to be marketed in the UAET Whe fact that a foreign 
fBnd ma. onl. be offered to institBtional inGestors does not vroGide an e3emvtion 
from the re%Birement to obtain ExyA avvroGal•

ST a foreign mBtBal fBnd ma. not be marketed to the vBblic in the UAE Bnless the 
foreign fBnd is sBb-ect to the sBverGision of an aBthorit. e%BiGalent to ExyA in its 
-Brisdiction of incorvoration and is aBthorised to make offers to the vBblic in its 
-Brisdiction of incorvoration• and

NT all avvroGed foreign mBtBal fBnds( whether vBblic or vriGate( mBst be vromoted b. 
a local vromoter( which inclBdes banks and inGestment comvanies licensed b. the 
UAE yentral )ank and comvanies licensed to be local vromoters b. ExyAT Whe local 
vromoter will act as an intermediar. between the foreign fBnd and the versons to 
whom Bnits in the fBnd are vromoted in the UAET Whe local vromoter will also be 
resvonsible for a broad range of issBes( inclBding]

K continBoBs monitoring of the overations of fBnds to safegBard the inGestments of 
Bnitholders•

K keeving records of the Bnits distribBted b. the fBnd•

K vroGiding sBbscribers with covies of the foreign fBnd:s offering docBment•

K ensBring timel. disclosBre of material information and ,nancial statements relating 
to the foreign fBnd to inGestors in the UAE• and

K distribBting diGidends and redemvtion vroceeds to the Bnitholders in accordance 
with the foreign fBnd:s docBmentsT

An entit. establishing a local fBnd mBst be a UAE -oint0stock comvan. or a UAE branch of 
a foreign comvan.T Whe comvan. or branch mBst haGe a minimBm cavital of p million UAE 
dirhamsT

Whe inGestment  volic.  of  the  inGestment  fBnd mBst  svecif.(  among other  things( 
vrovosed inGestment instrBments( inGestment risks releGant to the vrovosed inGestment 
instrBments( restrictions on t.ves of inGestments and borrowing controlsT Whe InGestment 
FBnds 4egBlation also vrescribes certain restrictions on inGestment of the fBnd:s assets( 
in line with the inGestment natBre of the fBnd( coGering]

9T inGestment in tradable secBrities Dstocks( bonds and cash instrBments1 or high 
li%Bid non0tradable secBrities•

ST ,nancial deriGatiGes on tradable secBrities to control the leGel of risk set oBt in the 
fBnd:s vrosvectBs or for hedging in an amoBnt not greater than the total net asset 
GalBe and sBb-ect to disclosBre•

NT
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declared inde3es or bank devosits to ensBre li%Bidit. with a ma3imBm matBrit. of 
9S months with licensed banks•

PT oven0ended mBtBal fBnds( sBb-ect to determining the inGestment ratio DsBch fBnds 
mBst be licensed b. an entit. similar to ExyA1• and

pT immoGable assets of high li%Bidit.T

An. avvlication for a licence from ExyA for either the establishment of a fBnd or 
the establishment of a local vromoter comvan. re%Bires the sBbmission of a letter of 
avvlication( GarioBs constitBtional docBments from the avvlicant and a bBsiness vlan 
of some sortT Whe e3act docBments are not vrescribed b. the releGant aBthorit.• rather( 
the normal vractice is for ExyA to notif. the avvlicant of sBch additional docBments as 
it might re%Bire on an ad hoc basisT ExyA re%Bires an avvlicant seeking avvroGal for 
vromotion of a foreign mBtBal fBnd to sBbmit the fBnd:s ke. information( an Bndertaking 
from the local vromoter( a signed vromotion agreement( the fBnd offering docBment and 
the constitBtional docBments( and the avvlicant:s vreGioBs two .ears: aBdited ,nancial 
statements DalthoBgh additional docBments ma. be re%Bested1T

4egBlator. and sBverGisor. aBthorities

jhile the aBthorities identi,ed aboGe haGe the vower to regBlate the vroGision of ,nancial 
serGices in and from the UAE( in vractice( da.0to0da. sharia sBverGision and comvliance 
is still left to indiGidBal Islamic ,nancial institBtionsT HGer the vast coBvle of .ears( the 
decisions and regBlations issBed b. the /igher ABthorit. haGe become the dominant 
aBthorit. in the regBlator. regime goGerning Islamic ,nancial institBtionsT

$reGioBsl.( adherence to the GolBntar. standards issBed b. standard setting bodies sBch 
as the AAHIFI and the Islamic Financial xerGices )oard Garied among indiGidBal Islamic 
banks and ,nancial institBtions in the UAET /oweGer( this has changed following the 
recommendation b. the /igher ABthorit. that all banks and ,nancial institBtions offering 
sharia0comvliant vrodBcts in the UAE comvl. with the re%Birements of the AAHIFI:s 
standards with effect from 9 xevtember SR9JT jhile Islamic ,nancial institBtions in 
the UAE are re%Bired to sBbmit avvlications for the avvroGal of ,nancial vrodBcts( 
the.  continBe  to  seek  gBidance  from their  internal  sharia  committee  on  sveci,c 
transactionsT Whis can be vroblematic when arranging s.ndicates of Islamic banks or 
,nancial institBtions( as there ma. be differences of ovinion between the different sharia 
committees on the avvlication of sharia vrincivles to the ,nancing strBctBreT

In determining whether an Islamic ,nancial instrBment is sharia0comvliant( the sharia 
scholars generall. adhere to the following vrocess]

9T reGiew the vrodBct concevt descrivtion created b. the vrodBct deGelovment team•

ST reGiew the market conditions identi,ed b. the vrodBct deGelovment team•

NT reGiew the vrodBct deGelovment team:s Giews on the Islamic vrincivles on which the 
transactions will be based• and

PT consider the vrodBct deGelovment team:s vrovosals and issBe a fatwaT

Islamic Finance and Markets Law | United Arab Emirates E3plore on Lexology

https://www.lexology.com/indepth/islamic-finance-and-markets-law/united-arab-emirates?utm_source=TLR&utm_medium=pdf&utm_campaign=Islamic+Finance+and+Markets+Law+Edition+10


 RETURN TO SUMMARY

yBrrentl.( the scholars: resBlting fatwa is then reGiewed b. the vrodBct deGelovment 
team( and this can be followed b. a discBssion between the scholars and the vrodBct 
deGelovment team to ,nalise a vrodBctT Whe need for a constant dialogBe between the 
vrodBct deGelovment team and the scholars throBghoBt this vrocess shoBld be stressedT 
Hnce a vrodBct has been ,nalised between the bBsiness deGelovment team and the sharia 
committee( the Islamic ,nancial institBtion will make an avvlication to the /igher ABthorit. 
to avvroGe the vrodBctT Whe /igher ABthorit. has the vower to re-ect( avvroGe or re%Best 
fBrther amendments to the vrodBct Das a condition for avvroGal1T Whe establishment of 
the /igher ABthorit. has resBlted in the UAE becoming the latest coBntr. to adovt a 
near0centralised sharia comvliance regime( like those in vlace in other -Brisdictions sBch 
as Mala.sia and xBdan( where sharia comvliance is centralised within the central bankT

Hriginall. vioneered b. the Mala.sian yentral )ank D)ank 'egara Mala.sia1( other central 
banks DeTgT( in Hman( 'igeria and $akistan1 haGe established a centralised xx) within 
their central bank or ,nancial regBlatorT Whe central xx) is resvonsible for the avvroGal 
of all sharia0comvliant ,nancial transaction strBctBres in the coBntr.T Whe resvonsibilit. of 
the xx)s of the indiGidBal ,nancial institBtions is to ensBre the transactions Bndertaken 
b. institBtions are comvliant with these rBlesT An. amendments re%Bested b. indiGidBal 
institBtions will haGe to be vresented to the central xx) for rati,cationT Whe centralised 
xx) and )ank 'egara Mala.sia maintain a register of avvroGed scholarsT xcholars cannot 
be a member of more than one board ver t.ve of ,nancial institBtionT As a resBlt( a scholar 
coBld( for e3amvle( be a member of the xx) of a retail bank and an inGestment bank( bBt 
not of two retail banksT

Common structures

yonsBmer ,nance

Islamic banks vroGide a comvrehensiGe range of core consBmer banking serGices similar 
to those offered b. their conGentional coBntervartsT In varticBlar]

9T
Islamic banks accevt devosits into cBrrent accoBnts for safe cBstod. of their fBnds( 
as well as conGenience and BseT A bank ma. leG. a charge for vroGiding this serGiceT 
Whese devosits are not sBb-ect to an. conditions on drawing or devositingT Whe bank 
ma. Bse these devosits at its own risk and resvonsibilit. in resvect of vro,t or loss•

ST saGings accoBnts are overated similarl. to cBrrent accoBntsT /oweGer( cBstomers 
ma. be restricted as to the fre%Benc. with which the. can withdraw their fBnds( or 
ma. be re%Bired to giGe notice to the bank and obserGe a notice veriod vrior to the 
withdrawalT Whe bank( at its discretion( ma. reward its cBstomers with a vro,t0share 
generated from their devosits at the end of its ,nancial .ear•

NT Islamic banks oven inGestment accoBnts into which the. accevt devosits from 
cBstomers seeking inGestment ovvortBnities for their fBnds Bsing the mudarabah 
contractT uevosits are held for a sveci,ed veriodT jhile the vro,ts generated b. 
the bank from the inGestment of the fBnds are shared between both the bank and 
the cBstomer( according to a vredetermined ratio( an. losses mBst be borne b. the 
cBstomer( Bnless the loss was attribBted to an. faBlt b. the bank•
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PT Islamic banks are Bnlikel. to giGe an oGerdraft facilit. to their cBstomers as the. will 
not charge interest for sBch a serGiceT Instead( the bank ma. giGe a qard hasan to 
cBstomers in cases of hardshiv to enable them to meet certain obligations• and

pT to vroGide trade ,nance facilities( Islamic banks Bse either a conGentional letter of 
credit or the murabahah contractT In vractice( Islamic banks tend to oven a letter 
of credit onl. for cBstomers who haGe an e%BiGalent credit balance with the bank 
and in retBrn for a feeT An Islamic bank is likel. to Bse the murabahah contract for 
trade ,nancing where a cBstomer does not haGe ade%Bate credit with the bankT As 
mentioned( Bnder a murabahah contract( the bank earns its retBrn from the markBv 
vro,tT

/ome ,nance

For the ac%Bisition of comvleted vroverties an Islamic bank will generall. vroGide fBnding 
b. Bsing the murabahah strBctBreT /oweGer( for vroverties Bnder constrBction( banks 
generall. Bse the istisna' and forward ijarah strBctBreT

For a murabahah ,nancing( the bank will ac%Bire title to the asset from a third vart. and 
then transfer title to the cBstomer DsBb-ect to a mortgage oGer land or a ’at( etcT1T

Under an ijarah ,nancing( once the asset is comvleted the title will ,rst vass to the 
cBstomer and then Dfollowing entr. into the ijarah ,nancing1 vass to the bankT Hnce 
the lease term is comvleted( the title shoBld reGert to the cBstomer DassBming that the 
cBstomer has comvlied with its obligations Bnder the ijarah1T

InsBrance

$articivants -ointl. donate fBnds Don a basis1 to a vool for the vBrvose of vroGiding mBtBal 
indemnit. and vrotection to the varticivants e3vosed to de,ned risks Bnder the tabarru' 
takaful volic.T Whe takaful contract is a combination of( on one hand( tabarru' Ddonation1 
and dhaman Dindemnit.1 contracts between the indiGidBal insBred and the vool of insBred 
Dvolic.holders1 as revresented b. the takaful and( on the other hand( agenc. Dwakalah1 or 
vro,t0sharing Dmudarabah1 contracts between the insBred and the takaful overatorT

$ro-ect ,nance

Man. inGestors get together to become shareholders in large ,nancial vro-ects throBgh 
the mechanism of the mudarabahT Whe Islamic bank:s role in these fBnds is to act as the 
mudarib and to Bse these fBnds to ,nance a large vro-ectT Whis mudarabah fBnd can be 
Btilised b. the bank in condBcting its bBsiness Bsing an. of the Islamic contracts( sBch as 
murabahah( ijarah( salam or istisna'T

Asset ,nance

Islamic banks ,nance ac%Bisitions of assets b. Bsing the ijarah contract and the ijarah wa 
iqtina for longer0term assetsT Whis techni%Be is varticBlarl. vovBlar for Gessel ,nancing b. 
Islamic banksT Whe title to the asset will vass from the cBstomer to the bankT Whe asset will 
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be leased back to the cBstomer for the term of the leaseT At the end of the lease veriod( 
the title to the asset will reGert to the cBstomerT

InGestment fBnds

Whe Islamic strBctBre Bsed for a fBnd will devend on the Bnderl.ing ob-ectiGes of the 
fBndT Fi3ed0income fBnds BsBall. inGest in murabahah Dcommonl. commodit. murabahah1( 
sukuk and ijarah( with the inGestors inGesting their fBnds with mudarib Bsing a mudarabah or 
wakalah contract Dwhich goGerns the relationshiv between the inGestors and the mudarib1T 
Whe ijarah fBnd strBctBre is faGoBred as it can generate higher retBrnsT

Taxation

Whe UAE introdBced a framework for corvorate ta3 Bnder UAE yorvorate Wa3 Law and 
corvorate ta3 became effectiGe from 9 [Bne SRSNT Islamic ,nance bBsiness overations 
will be sBb-ect to corvorate income ta3 at 7 ver cent for their ,rst ta3 veriod commencing 
after NR [Bne SRSNT Under the cBrrent legislation( there is no re%Birement for withholding 
or dedBcting for or on accoBnt of UAE ta3ation in resvect of va.ments of accrBed retBrn 
or vrincival on inGestmentsT

Whe yonstitBtion of the UAE sveci,call. reserGes to the federal goGernment of the UAE the 
right to raise ta3es DsBch as OAW1 on a federal basis for the vBrvoses of fBnding its bBdgetT 
It is not clear how or if sBch ta3es will affect Islamic ,nance agreements or institBtionsT 
Whis will onl. become clear once the releGant laws are vassedT

Insolvency

Where is no sevarate insolGenc. regime for Islamic ,nance varticivants in the UAET

Whe InsBrance Law vroGide a sveci,c framework for dealing with distressed or insolGent 
onshore insBrance or reinsBrance comvaniesT Whe UAE yentral )ank has the aBthorit. to 
li%Bidate or restrBctBre the comvan.( and can also oblige the comvan. to li%Bidate its 
inGestmentsT FBrthermore( Bnder the )ankrBvtc. Law the UAE yentral )ank and ExyA 
haGe been designated as :sBverGisor. entities: that will be resvonsible for imvlementing 
the )ankrBvtc. Law for entities that the. sBverGise Dbanks and insBrance comvanies 
woBld come Bnder the aBthorit. of the UAE yentral )ank1T CiGen the ke. role regBlated 
entities DvarticBlarl. banks and insBrance comvanies1 vla. in the econom.( it makes sense 
that these two bodies will oGersee their bankrBvtc. vroceedings for entities that the. 
are regBlating( as the. BsBall. haGe the most detailed information on the overations and 
,nancial conditions of those entitiesT As .et neither the UAE yentral )ank nor ExyA has 
issBed an. detailed gBidance on imvlementation of the )ankrBvtc. LawT

)anks and InsBrance comvanies established in the uBbai International Financial yentre 
and AbB uhabi Clobal Market are sBb-ect to a sevarate regBlator. framework with their 
own rBles on insolGenc.T
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Judicial framework

yoBrts

AlthoBgh the UAE has sharia coBrts( these coBrts onl. deal with famil. law0related 
issBes( inclBding marriage( diGorce and intestac.T An. commercial disvBtes in the UAE 
DinclBding Islamic ,nance disvBtes1 are resolGed throBgh litigation in the UAE ciGil coBrts 
or arbitrationT yonse%Bentl.( shoBld a commercial disvBte be broBght before a UAE coBrt( 
the coBrt is Bnlikel. to avvl. a different treatment to the disvBte solel. on accoBnt of the 
transaction being sharia0comvliantT Whe disvBte will be sBb-ect to the same vrocesses and 
vrocedBres as a conGentional ,nancing coBntervartT Whe coBrts will also avvl. the laws 
of the UAE in determining a caseT FBrthermore( if a docBment vBrvorts to be goGerned 
b. sharia law( coBrts will likel. disregard this choice of law and will instead avvl. the 
avvlicable UAE lawsT

Whe UAE is a federation of seGen emiratesT All member emirates( e3cevt uBbai and 
4as al0Phaimah( are vart of a federal -Bdicial s.stem• uBbai and 4as al0Phaimah haGe 
indevendent -Bdicial s.stemsT In eGer. emirate( the coBrt s.stem consists of a coBrt of 
,rst instance( a coBrt of avveal and a coBrt of cassation D4as al0Phaimah( howeGer( does 
not haGe a coBrt of cassation1T

yommercial disvBtes in the UAE DinclBding Islamic ,nance disvBtes1 are generall. resolGed 
throBgh litigation in the UAE ciGil coBrts or arbitrationT It is common for UAE banks and 
,nancial institBtions to choose UAE law Dor the law of a varticBlar emirate1 as the goGerning 
law of the transaction docBments and the UAE coBrts as haGing e3clBsiGe -Brisdiction oGer 
all related disvBtesT

Whe UAE overates Bnder a ciGil law s.stemT Whe ciGil coBrt Dor coBrt of ,rst instance1 hears 
all claims ranging from commercial matters DinclBding debt recoGer. cases1 to maritime 
disvBtesT After -Bdgment has been deliGered( the varties haGe the right to avveal to a ciGil 
coBrt of avveal on factBal or legal groBnds( or both( within NR da.s of the date of -BdgmentT 
It is vossible to introdBce additional eGidence to the coBrt of avveal and re%Best that 
additional witnesses be called to testif.T Whereafter( varties ma. avveal on voints of law 
alone to the coBrt of cassation Dthe highest coBrt in uBbai1( which is BsBall. comvosed of 
,Ge -BdgesT An avveal mBst be ,led within NR da.s of the date the varties were noti,ed of 
a -Bdgment of the coBrt of avvealT All decisions of the coBrt of cassation are ,nal and are 
not sBb-ect to avvealT

Each case is decided on its own merits and factsT All coBrt vroceedings are in ArabicT All 
non0Arabic docBments ,led in coBrt b. the litigants mBst be translated into Arabic b. a 
translator licensed b. the Ministr. of [BsticeT Whe -Bdicial s.stem in the UAE is essentiall. 
in%Bisitorial in natBreT In each case( the -Bdge will inGestigate the facts and avvl. the law 
to the facts in reaching his or her -BdgmentT Where is no concevt of a -Br. trialT

All vroceedings in UAE ciGil matters are based on the written vleadings of the varties( 
sBvvorted b. docBmentar. eGidenceT In general( there is no oral hearing in ciGil casesT 
Where is a widesvread vractice for both the federal and uBbai coBrts to refer matters 
to coBrt0avvointed e3verts for ,ndings of fact in a Gariet. of areas( inclBding ,nance( 
accoBnting and other technical mattersT E3verts: revorts DinclBding revorts from sharia 
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scholars1 are not binding and can be challenged b. the varties( bBt the. are BsBall. 
considered versBasiGe b. the coBrtsT Hral eGidence can onl. be giGen to establish a fact in 
a ciGil case with the vermission of the coBrt( and the right to cross0e3amine witnesses is 
seGerel. restrictedT

Whe UAE coBrts do not adhere to the traditional common law standards of vroof sBch as 
the balance of vrobabilit. test in ciGil claims or the be.ond all reasonable doBbt test in 
criminal mattersT Whe ,nal decision in an. case is at the discretion of the -Bdge or -Bdges 
hearing the caseT

All commercial cases are heard b. the ciGil coBrts( BsBall. consisting of three -Bdges in 
the coBrt of ,rst instance( three -Bdges in the coBrt of avveal and ,Ge -Bdges in the coBrt 
of cassationT Whese -Bdges ma. not haGe svecialist knowledge of commercial mattersT 
/oweGer( commercial disvBtes mBst ,rst be referred to a reconciliation and settlement 
committee Dcommittee1 avvointed b. the Ministr. of [Bstice Bnder the 4econciliation 
yommittee LawT[10] Whe committee facilitates settlement and BsBall. hears varties in 
versonT If a claim cannot be settled( the claimant can ,le a claim in the coBrt of ,rst 
instanceT If the varties reach a settlement( the. record and sign its termsT Whis agreement 
is binding and enforceableT Whis vrocedBre does not avvl. in uBbai or 4as al0PhaimahT 
uBbai recentl. vassed a law creating the yentre for Amicable xettlement of uisvBtes( to 
which certain cases mBst be referred before initiating coBrt actionT[11]

Wo maintain the legal enforceabilit. of an agreement( it is adGisable for all the elements 
necessar. for shariah0comvliance vBrvoses to be incorvorated into the agreement itselfT 
Under the UAE yiGil yode( where the intention of the varties is clear from the langBage 
of the contract( the coBrts will not imvl. an. fBrther meaning or additional terms to the 
contrar.T xaGe in cases where a contract was Bnclear and the vroGisions of the law and 
cBstomar. vractice are silent on an issBe( the UAE coBrts are Bnlikel. to e3amine the sharia 
asvects of a docBmentT

In addition to the ciGil coBrts( the varties ma. choose to resolGe a disvBte throBgh 
the International Islamic yentre for 4econciliation and yommercial Arbitration DIIy4yA1T 
Whe IIy4yA is a disvBte resolBtion forBm for the Islamic ,nance indBstr. based in 
uBbaiT Whe IIy4yA was established for the vBrvose of assisting in resolGing ,nancial 
and commercial disvBtes that ma. arise between ,nancial and commercial institBtions 
or between sBch institBtions and their clients or third varties throBgh reconciliation or 
arbitration in accordance with the vrincivles and rBles of the Islamic shariaT Whe IIy4yA 
handles commercial disvBtes in the Islamic ,nancial indBstr. from across the Cyy as well 
as Mala.siaT Whe agreement of the varties is re%Bired for the IIy4yA to haGe -BrisdictionT 
Whe IIy4yA is not commonl. BsedT

Where are other regional arbitration centres( in xhar-ah and 4as al0Phaimah( sBch as the 
xhar-ah International yommercial Arbitration yentre and the 4as al0Phaimah yentre of 
4econciliation and yommercial ArbitrationT Whese arbitration centres are not commonl. 
BsedT

yases

Whe uBbai yassation yoBrt issBed a ke. rBling on J [Bl. SRSp in yase 'oT p7p@SRSp 
regarding the legalit. and enforceabilit. of late va.ment interest DinclBding statBtor. 
interest avvlied b. the coBrts1 in connection with facilities granted Bnder Islamic ,nance 
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strBctBresT Whe case inGolGed a disvBte between an Islamic ,nancial institBtion and its 
cBstomer in connection with a murabahah ,nancingT jhen the cBstomer failed to make 
reva.ments in accordance with the murabahah contract( the Islamic ,nancial institBtion 
,led a claim with the uBbai coBrts to recoGer the oBtstanding amoBnt along with statBtor. 
late va.ment interest DcBrrentl. avvlied at p ver cent1T Whe yoBrt of First Instance rBled in 
faGoBr of the Islamic ,nancial institBtion bBt re-ected the claim for statBtor. interest on the 
basis of Article PN5D91 of the yommercial yode( which vroGides as follows]

It shall not be vermissible for Islamic ,nancial institBtions to borrow or lend 
with interest or bene,t( in an. wa.( nor to arrange or charge interest or bene,t 
on an. amoBnt of debt of which settlement is dela.ed( inclBding the dela.ed 
interest( eGen as comvensation( and an. agreement to the contrar. shall be 
nBll and GoidT[12]

Whe Islamic ,nancial institBtion ,led an avveal to the yoBrt of Avveal( which oGertBrned 
the yoBrt of First Instance2s -Bdgement and awarded interestT Whe cBstomer ,led a case 
with the uBbai yassation yoBrt argBing that Article P5N clearl. vrohibits all forms of 
interest or ,nancial bene,t associated with dela.ed reva.ment( regardless of whether this 
interest is contractBal or statBtor.T Whe uBbai yassation yoBrt oGerrBled the -Bdgement 
of the yoBrt of Avveal and reinstated the decision of the yoBrt of First Instance( stating 
that the vrohibition Bnder Article P5N shoBld be intervreted broadl. and literall.( so 
as to e3tend to an. interest or ,nancial bene,t arising from the dela. in reva.ment 
Bnder the sharia0comvliant ,nancing( regardless of whether it is classi,ed as contractBal 
late va.ment venalties or statBtor. interestT Whe -Bdgement of the yoBrt of Avveal 
demonstrates the local coBrts2 commitment to enforcing sharia vrincivles to Islamic 
,nancing in the UAET Whis case revresents a lesson for Islamic ,nancial institBtions 
to ensBre that the strBctBres and docBmentation for ,nancial vrodBcts are thoroBghl. 
reGiewed to ensBre strictl. adhere to the vrincivles of sharia( and that in reGiewing the 
vrodBcts the sharia adGisers and their sharia committees adovt a broad avvlication to the 
vrincivles of sharia and not oGerl. rel. on legal classi,cationT

Whe UAE does not follow the vrincivle of stare decisis( and -Bdgments of the UAE coBrts 
are not alwa.s vBblishedT

Special considerations

Waking secBrit. in the UAE can be a challenging and time0consBming e3erciseT Whis is 
becaBse] D91 Bnlike other deGeloved -Brisdictions where it is vossible to take one secBrit. 
charge oGer GarioBs different t.ves of rights and assets of a borrower@obligor( in the 
UAE different t.ves of secBrit. assets and secBrit. DeTgT( accoBnts vledges( assignment 
of receiGables and land mortgages1 ma. be sBb-ect to different re%Birements and need 
to be docBmented sevaratel.• DS1 in addition to onshore UAE there are oGer Pp free 
;ones in the UAE( each of which ma. haGe its own sveci,c re%Birements for a secBrit. 
interest DeTgT( registration1( eGen if the secBrit. interest is secBrit. oGer assets of the 
UAE borrower@obligor that are located oBtside the UAE• and DN1 certain t.ves of secBrit. 
DeTgT(  share vledges oGer the shares of an onshore comvan. and some free ;one 
entities@comvanies1 ma. onl. be aGailable for local licensed banksT Wherefore( foreign 
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lenders ma. need to avvoint a UAE yentral )ank0licensed bank in order to act as a local 
secBrit. agentT Whis can be a challenging and costl. e3ercise( as most of the local banks 
haGe limited their secBrit. agenc. serGices to international Dor sometimes -Bst Cyy1 banksT

In relation to enforcement of secBrit.( note that there is no concevt of :self0helv: remedies in 
the UAE( and enforcement of secBrit. interest DeGen in the case of secBrit. registered with 
an onshore or free ;one aBthorit.1 will vrobabl. need to be enforced Gia the local coBrtsT 
xometimes eGen the secBrit. docBment or the free ;ones2 regBlations will sveci,call. state 
that the secBrit. interest can onl. be enforced in the local coBrtsT Whe local coBrts are 
rather Bnvredictable( and there is no doctrine of case vrecedent• this can create a degree 
of Bncertaint. when enforcing an. interest in the local coBrtsT xecBrit. interest -Bdgments 
issBed b. a foreign coBrt will not be aBtomaticall. enforced in the local coBrts DBnless 
there is recivrocit. in enforcement of coBrt -Bdgments between the UAE and the foreign 
-Brisdiction z BsBall. eGidenced b. a formal treat. for the mBtBal recognition of coBrt 
-Bdgments between the UAE and the foreign -Brisdiction1( and instead the disvBte will need 
to be relitigated in the local coBrts( in which case the local coBrts will almost certainl. 
avvl. UAE law( eGen if the varties haGe chosen a foreign law to goGern the releGant secBrit. 
agreementT

Outlook and conclusions

UAE yentral )ank as insBrance regBlation

Whe /igher ABthorit. is actiGel. embracing its roles as a central vla.er in the Islamic 
,nance landscaveT In SRSP the /igher ABthorit. continBed to enhance the standardisation 
and harmonisation of sharia comvliance( and vromote sBstainabilit. vractices in the UAET 
In collaboration with other goGernmental aBthorities( it addressed seGeral issBes related 
to imvortant vrodBcts for Islamic ,nancial institBtions( inclBding the standardisation 
and issBance of gBidance regarding the sharia asvects of sukuk( revo transactions and 
s.ndicated dealsT yhavter 8 of the yommercial yode has emvowered the UAE yentral 
)ank:s )oard of uirectors to issBe b.laws and regBlations on sharia0comvliant contracts 
and vrodBcts and serGices based on the /igher ABthorit.:s recommendation to ensBre 
comvrehensiGe coGerage of Islamic ,nancial transactionsT It remains to be seen( howeGer( 
what recommendations the /igher ABthorit. makes in the coming .earsT Whe /igher 
ABthorit. continBes to assist the UAE yentral )ank as the new regBlator of insBrance 
comvanies and is Bndertaking a detailed reGiew of the regBlations concerning takaful to 
ensBre comvliance with sharia standardsT

yr.vtocBrrencies

Whe UAE yentral )ank is actiGel. driGing the deGelovment of the UAE2s Islamic ,nance 
indBstr. to vosition the UAE as a global hBb in Islamic ,nance( aligned with the UAE 
yentral )ank2s xtrateg. SRSNzSRS8( which sets oBt the avvroach for market deGelovment( 
comvetitiGeness and sBstainabilit.T In Ma. SRSp( the UAE yabinet avvroGed a strateg. for 
Islamic Finance and /alal IndBstr.( with the aim of deGeloving the Islamic ,nance sector( 
lead global Islamic ,nance actiGities( and boost the e3vort of halal vrodBcts worldwideT 
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/T/T xheikh Mohammed bin 4ashid stated that the UAE shall aim to increase assets of 
UAE Islamic banks to STp8 trillion UAE dirhams within si3 .ears and raise the GalBe of 
listed Islamic sukuk in the UAE to oGer 88R billion UAE dirhams b. SRN9T Whe UAE yabinet 
also avvroGed the formation of a committee chaired b. the UAE yentral )ank goGernor to 
imvlement the strateg.T Whis demonstrates the UAE2s continBed commitment to sBvvort 
and deGelov its Islamic ,nance indBstr. as vart of its oGerall goal to continBe to diGersif. 
and e3vand its local econom. across all sectorsT

Whe UAE yentral )ank( in its role in sBvvorting li%Bidit. management of the banking sector 
and fostering the deGelovment of a reference UAE dirham .ield cBrGe throBgh the eVcient 
issBance of Islamic certi,cates of devosit DIyus1T As at N9 uecember SRSP( the total 
oBtstanding amoBnt of Iyux was PSTP billion dirhamsT Whe UAE yentral )ank has also 
commenced the deGelovment of a xBstainable Islamic M0)ills vrogrammeT Whis aims to 
deGelov a sharia0comvliant and sBstainable0e%BiGalent to e3isting M0)ills( which can be 
vosted as collateral to access the UAE yentral )ank2s standing and li%Bidit. insBrance 
facilitiesT It is hoved that sBstainable Islamic M0)ills woBld also sBvvort collateralisation 
among market varticivants and facilitate varit. between conGentional licensed ,nancial 
institBtions and those condBcting their bBsiness in comvliance with sharia lawT Whe ,rst 
vhase of the initiatiGe focBsed on assessing the feasibilit. and votential si;e of sBch a 
vrogrammeT FBrther deGelovments are e3vected dBring the coBrse of SRSpT

yr.vtocBrrencies

jhile some varts of the Islamic world haGe raised doBbts aboBt the sharia comvliance 
of cr.vtocBrrencies and assets DeTgT(  Indonesia:s 'ational Ulema yoBncil declared 
cr.vtocBrrencies as haram in 'oGember SRS9 eGen thoBgh the Indonesian goGernment has 
allowed cr.vto assets to be traded alongside commodit. fBtBres as an inGestment ovtion 
and vBshed to set Bv a cr.vto0focBsed e3change b. the end of SRSP1( other coBntries 
haGe been %Bick to adovt and attract cr.vto assetsT uBbai has been %Bick to recognise the 
GalBe of the cr.vto indBstr. and has adovted a vro0cr.vto avvroach in a vBsh to establish 
uBbai as a regional and international destination in the GirtBal assets svhere and attract 
entrevreneBrs and inGestors of blockchain technolog.T Wo this end( uBbai issBed Law 'oT 
P of SRSS on the 4egBlation of OirtBal Assets and established the uBbai OirtBal Assets 
4egBlator. ABthorit.T In the coming .ears( we e3vect the UAE yentral )ank Dwhich is alread. 
considering issBing a digital cBrrenc.1 and the /igher ABthorit. to take an actiGe role in 
standardising the UAE:s avvroach to sharia comvliance of cr.vtocBrrencies and assetsT
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