Dubai Islamic Bank

Annual Report of the Internal Shari’ah
Supervision Committee for Dubai Islamic
Bank PJSC for the Financial Year 2021
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Issued on: 22 January 2022

To: Shareholders of Dubai Islamic Bank PJSC
(”D'B”)

Pursuant to requirements stipulated in the
relevant laws, regulations and standards (“the
Regulatory Requirements”), the Internal
Shari’ah Supervision Committee of the Bank
(“ISSC”) presents the I1SSC’s Annual Report for
the financial year ending on 31 December 2021
(“Financial Year”).

1. Responsibility of the ISSC & DIB

In accordance with the Sharia Governance
Standard (“SGS”) issued by the Higher Sharia
Authority (“HAS”) of the UAE Central Bank
(“UAECB”), and the Sharia Governance
Framework (“SGF”) approved by DIB’s Board,
the ISSC is the highest authority in DIB from
Sharia Governance perspective, and reports to
the General Assembly of the Bank from a
supervisory perspective.

In accordance with the Regulatory Requirements,
the ISSC’s charter and the SGS; the ISSC is
responsible to undertake Shari’ah supervision of
all businesses, activities, products, services,
contracts, documents and charters of the Bank; as
well as the Bank’s policies, accounting standards,
operations and activities in general (to the extent

presented to the 1ISSC), memorandum of
association, charter, financial statements,
allocation of expenditures and costs, and

distribution of profit & loss between holders of
investment accounts and shareholders (“Bank’s
Activities”) and issue Shari’ah resolutions in this
regard, and determine Shari’ah parameters
necessary for the Bank’s Activities, and the Bank’s
compliance with Shari’ah within the framework of
the rules, principles, and standards set by the HSA
to ascertain compliance of the Bank with Shari’ah.
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Fatwas and resolutions issued by the ISSC are
binding on DIB, and the members of the ISSC have
the obligation to issue their Fatwas and
resolutions in accordance with Guidance and
Standards issued by the HSA.

DIB’s Board is ultimately responsible for the
Bank’s compliance with Shari’ah oversight over
the Bank, establishment and implementation of
the SGF and ensuring it is commensurate with
the size and complexity of the operations of the
Bank and its risk appetite. The Board is expected
to be aware of Shari’ah non-compliance risk and
its potential impact on the Bank.

The Board Risk Management Committee shall
supervise and monitor management of Shari’ah
non-compliance risk, and set controls in relation
to this type of risk. It is also responsible to
review and approve the establishment of a
framework for managing Shari'ah non-
compliance risk as part of the overall risk
management framework of the Bank, and must
oversee its implementation by the Senior
Management.

The Board Audit Committee shall evaluate the
effectiveness of the Bank’s policies (approved
by ISSC) designed to monitor compliance of the
Bank with the principles of Shari’ah.

The Senior management shall execute and
manage the Bank’s activities and businesses in
compliance with the fatwas, resolutions and
decisions of the HSA and ISSC. The Senior
Management shall report to the Board
regarding the Bank’s compliance with the
principles of Shari’ah in all of its activities,
operations, policies, internal regulations and
code of conduct.

2. Shari’ah Standards

In accordance with the HSA’s resolution (No.
18/3/2018), and with effect from 01/09/2018,
the ISSC has, to the best of its judgment,
adhered to the Shari’ah standards issued by the
Accounting and Auditing Organization for
Islamic  Financial Institutions (AAOIFI) as
minimum Shari’ah requirements, in all fatwas,
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approvals, endorsements and
recommendations, relating to the Bank’s
Activities for the financial year 2021, except for
Shari’ah opinions expressed by the ISSC in
matters where there is no clear provision in the
Shari’ah Standards. This doesn’t include the ISSC
decision concerning one Syndicated Facility
under Commodity Murabaha structure, dated
on November 09, 2021. The ISSC will take the
appropriate steps to amend any resolution to
align it with the HSA’s Decisions.

3. Duties Fulfilled by the ISSC During the
Financial Year

The ISSC conducted Shari'ah supervision of the
Bank’s Activities by reviewing those Activities, and
monitoring them through the internal Shari’ah
Control Department and Internal Shari’ah Audit
Department, in accordance with the 1SSC’s
authorities and responsibilities, and pursuant to
the Regulatory Requirements in this regard. The
ISSC’s activities included the following:

a. Convening (11) meetings during the financial
year.

b. Issuing fatwas, resolutions and opinions on
matters presented to the ISSC in relation to the
Bank’s Activities.

c. Escalating, to the HSA Secretariat, any matters
where a decision by the HSA is required.

d. Reviewing policies, procedures, accounting
standards, product structures, contracts,
documentation, charters, and other

documentation submitted by the Bank to the
ISSC for approval.

e. Ascertaining the level of compliance of
allocation of expenditures and costs, and
distribution of profits between investment
accounts holders and shareholders with
parameters set by the ISSC.

f. Supervision, through the Internal Shari’ah
Control Department and the Internal Shari’ah
Audit Department, of the Bank’s Activities
including supervision of executed transactions
and adopted procedures on the basis of
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samples selected from executed transactions,
and reviewing reports submitted in this regard.

g. Providing guidance to relevant departments in
the Bank — to rectify (where possible) incidents
cited in the reports prepared by internal
Shari'ah Control Department and Internal
Shari’ah Audit Department - and issuing
resolutions with regard to forfeited income,
derived from transactions in which non-
compliance instances were identified, to be
applied in charitable purposes.

h. Approving corrective and preventive measures
related to identified incidents to preclude their
recurrence in the future.

i. The ISSC has reviewed and approved the Zakat
calculation for the Bank, in accordance with
AAOIFI  standards and the Articles of
Association and has notified the Bank for the
necessary action.

j. Communicating and meeting with the Board
and its subcommittees, and the Senior
Management of the Bank, as and when needed,

concerning the Bank’s compliance with
Shari’ah.
The ISSC obtained all information and

clarifications it deemed necessary in order to
reach a reasonable degree of certainty that the
Bank is compliant with Shari’ah.

4. Independence of the ISSC

The ISSC acknowledges that it has carried out all
its duties independently and with the support and
cooperation of the Senior Management and the
Board of the Bank. The ISSC received the required
assistance to access all documents and data, and
to discuss all amendments and Shari’ah
requirements.

5. The 1ISSC’s Opinion on the Shari’ah
Compliance Status of the Bank
Based on information and explanations provided
to us for the purpose of ascertaining compliance
with Shari’ah, the ISSC has concluded with a
reasonable level of confidence, that the Bank’s
Activities during the Financial Year, are in
compliance with Shari’ah, except for the incidents
of non-compliance observed, as highlighted in the
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