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N/A

N/A

VIsA CREDT  VISA DEBIT  MASTERCARD CREDT  XTRACREDM  CREDM

7| -card type ~ PREMIER CLASSIC PREMIER CLASSIC GOLD SILVER  PREMIER/GOLD CLASSIC/SILVER

-Annual Fee SR450 SR225 . SR600 SR300 SR450 SR225 SR450 SR225

-Activation Fee None ‘None None None None None SR150 SR125

(1st year only}

-Subscription Fee None None SR600 SR225 None None None None

-Supplementary C.Fee Free SR150 Free SR150 Free SR150 N/A N/A

-Card Replacement Fee Free Free Free Free Free Free Free Free

-Service Charge Fee, 23% 23% N/A N/A 23% 23% 23% 23%

Annual Rate

-Cash Advance Fee, 2.50% 2.50% 2.50% 2.50% 2.50% -2,50% 2.50% 2.50%

per Transaction )

-Minimmm Monthly 5% 5% N/A N/A 3% 5% 5% 5%

Repayment )

-Late Payment Fee ~ SRS0- SR50 - Z_i Z\> SR50 " 'SRS0 SR350 SR350

-Over limit Fee SR50 SR50 . SR50  SRS0 SR50
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The Application of Credit Cards:
An Islamic Perspective

Prof. Dr. Abdul Wahab I. Abu Sulaiman

" | It is well known that transactions in Islamic law represent one of it main
: parts. Its practicality and flexibility are the main features as it is proposed to
setire the interest of the society. There is no argument, however, that Transactions
. in Islamic law based on permissibility in principle provided that it doesn’t include
- prohibited objects, usury or deception (Gharar). Full ddiscription to the object is
- essential for the validity of the contracts. j

" Those very limited principles let muslims to face no problem to decide on
. new invented transactions. Therefore, Muslim jurists consider legality of new con-
. tracts an initial stage in their thoughts. Investigation of applying conditions comes
next if it is so its validity is absolute. Credit card from Islamic perspective has no
- exeption at all. :

. . No doubt we all agree the need for the card, but in certain situations its ob-
. taining becomes a matter of necessity for so many reasons, not to mention safety.

The Islamic Figh Academy emenating from Orgainization of Islamic Confer-
ence had held conferences and seminars in different sessions for the study of cred-
. it card’s legality. Year 1412 A.H/1992 A.D had marked the beginning of its
. studies and discussions by Figh Academy O.1.C. There was no legal 'opinion es-
tablished at the Seventh Session in Jeddah, Saudi Arabia. It was due to the lack
. of information which introduced no further than the procedure. This didn’t help
- to 'prove for legal opinion on the issue. Therefore it éwas postponed to another
* session in- order to recourse to deeper research and more profound studies.

In the Eighth Session 1413 A.H/1993, A.D at Brunei Darussalam one re-

* search had been introduced and that 'wasn’t enough to announce a legal opinion -
* on the issue. Though, the floor had been opened for discussion. By that session a
. recommendation had been announced that: ;
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The General Secretariat of the Academy should activate to recruit research-
ers: jurists and economists in the subject in order to allow the Council of the
Academy to declare decisions.

In the Tenth Session held in Jeddah of Saudi Arabia 1418 A.H/1997 A.D
an extensive research had been introduced, titled «The Financial Transaction
Cards: Juridical Analytical Comparative Studies».

This research had provided jurists with new aspects and new legal vissions
as it depends on new foreign sources. It had one long day discussion with the
author. Finally, after conducting elaborate discussions the following was con-
cluded:

1. Requesting the General Secretariat of the Academy to collect forms of agree-
ments and conditions of the Cards issued by Banks as much as possible.

2. Establishing committee in order to study all prepared agreements concerned
and provide the Academy with the result in coming session.

In the meantime a resolution had been announced. But it had nothing to
do with its legality. It urges Islamic governments to do the following:

Preventing Banks to issue cards of interest.
Establishing committees consist of jurists, and Economists
Its task to protect people intercst and national economy

Those are not the sole efforts concerning the legality of credit card but there
are many other institute such as High Board of Jurists of Saudi Arabia and many
of Islamic Banks.

The delay of tasking legal decision on the credit card and the differences be-
tween jurists in the Academy had been due to the lack of information on aspects
of law. What had been introduced basically is more procedure which doesn’t help
in helping right legal opinion. This, however is the main reason for the differences
between jurists when they have no other sources for their studies.

This is the history of the past studies of credit card which proves jurists, ef-
forts and sinceritists to reach to an acceptable solution.

Credit Card by words and meanings is «a card from a bank etc. authorizing
the obtaining of goods and credit»®.

(1) The Concise Oxford Dictionary, Eighth Editional printed in U.S.A. 1990, p. 272,
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Courts and legal institutions in U.5.A. and Brltam have consndcred it
; mamly loan contract in the meantime it engages severa] other contracts with dif-
. ferent partics. To deiine those contracts and to have correct dicission rclatmg bc- ;
: tween the partles need to be explained.

: Flrst Relatlons Between Issumg Bank and Card Holder

;0 The issuer Bank entitles card holder the right tp withdraw to a maximum

* certain amount of money, whether in cash or through a transaction. In such a
‘ case there is no doubt that contract between the i 1ssuer ‘Bank and card Holder is a
; contract of loan in Islamic law ‘ '

" In such a case the issuer Bank is a creditor and the Card holder is a bor-
rower. If the card holder debits from his own account the relatom between the .
- two. contracting parties is of depository and depositor. |

.. The issuer Bank is authorized through the contract to withdraw from the
- card holder account all what he had disposed of by the card. In such a case the
~ contract between two partics is a contract of agcncy ;

;: " The difference between these two kind of cards is very clear from Islamic
: point of view. Credit card depends basically on interest or on a conditional inter-
. est. While in debit card no place for interest at all. '

In respect of the interest in credit card these are two categories;

| ‘ 1.‘ chuiar payment for certain installments with ﬁxcti percentage monthly.
2. Conditional interest due to the delay of the paymetlt in certain period.

l | Boti'l categories are forbidden for two reasons: |

o The interest is made because of the delay and that creth benefits of the bor-
. rower need. i

: Therefore the conditions are void.
But another question arises:
" Whether the contract of credit card in both forms is invalid?
Second: Relation between the Issuing Bank and Merchant or Supplier:

- The issuing Bank, however, has multi relations v\tith merchants or suppliers:

A guarantor to merchant or suppher to pay him for goods pnce or scmcc of-
" fered to the Card holder. -

2." An agent to the Merchant to receive merchant price and other, he also with-
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draws from his account an amount of money as a price of returned goods
which doesn’t comply with card holder satisfaction or when he finds out a de-
fect in the goods he had bought, Similarly it can be said with services.

Third: Relations between Card Holder and Merchant or Supplier:

Relations between these two contracting parties depend on the kind of the
deal. That is to say sometimes it is sale contract when the deal contains buying
an object by card holder.

Sometimes it can be hire contract where it is a matter of having the benefit
of an object and so on and so foster.

A conclusion from the above mentioned explanation made results several
contracts mainly:

1. A contract of loan between the issuing bank and card holder.

2. A contract of guarantee within the three parties i.e. issuing bank, merchant or
supplier and card holder.

3. A contract of agency i.e. issuing bank is an agent for both card holder and
merchant or supplier.

4. A Contract of sale or hire or any other contract between the card holder and
merchant or supplier.

This is an answer to an urgent question.
Whether credit card includes one contract or several?
Two another points need to be identified i.e. enrolment fee and creditors

commission.

First: Enrolment fee
This fee is for services for membership and has nothing to do with percent

of the running debt. It is universally well known custom in exchange for continu-
ing services.

Such a fee has been agreed in similar case by jurists of Figh Academy of
O.1C.

Therefore these is no need for questioning its legality. This acceptance is
conditioned not to be more than the cost of registration.

Second: Creditors’ Commission
This is one of the most significant item in the agreement between the issuing
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: bank and merchant or suppliers as it rcprcscnts one 1mportant avenue for the is-
; sumg bank iincomes and profits. '

ThlS commission is one of the disputable pomts among ]unsts some de-
nounce it as a sort of usury some consider it 2s a commlssmn for the guarantee
' Whlch is forbldden Some realize similarity between thls commission and the for-
" bidden case called. (Da’wa ta’ajjal) which means in this context the following ex-
; planatlon

. The issning bank bargaining a merchant on the total price he dcserves and
. tried him to'deduce some amount of his money in return of given his cash at
once. This sort of bargaining is not permitted in Islamrc Law.

~ Accordingly the creditors’ commission is forbidden.

This assumption is not true. ‘However, by the time the issﬁing bank receiv-
ing the receipts of the merchant in complete order prlce of the goods will be
transferred to the merchants account.

" The Commission in fact is for the service of co]lectmg money from card
: holder and to cover the expenses of administrative affairs.

. Lately the Figh Academy of OIC. held in R:yad the ngdom of Saudi
" Arabia its Twelfth Session from 25™ Jumada the Last 1421 A.H. till the begin-
ning of Rajab 1421 A.H. 28" Sept 2000, A.D.

) ~ Having referred to the previous resolutions and considered the research pa-
pets forwarded to Academy on credit card in this srmrlar and before, the follow- -
' mg resolution was concluded.

. It is not permissible to issue a credit card witholrt credit return of interest.
~ Nor to deal with it if there is a condition contains usury, through the card
: holder intends and decides to settle his debt on tlmc rcquxred

o2 It is permlSSlble to issue a credit card w1th no credit for card holder if the
* agreement contains no condition of usury for dclay of payment or any extra
. amount on the loan. However, this should not confuse the following matters:

- a) legality of enrolment fee on condition that it ié cut and he taking at issu-
ing or renewing the card. This is to cover the expense of the service of en-
rolment and nothing else.

~ b) It is legal for the issuing bank to take commission from the merchant or
- supplier for the good or services obtained by card holder and a condition
that price of the goods or service by card is same as by cash.
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3. Imposing certain amount of money for withdrawing cash by card holder is
permitted and is not an interest as long as it has no connection with the sum
of the loan, nor with its period. Any additional charge on the actual cost of
services is forbidden in accordance with Shari’ah instruction.

4. Transaction in gold or silver by credit card is not permitted as well as other
currency since the card holder has no credit to settle the price at the time of
concluding the contract.

In conclusion one could say, credit card gains universal acceptance and
soon will replace currency. Therefore it is necessary for muslim nation to educate
and introduce correct information about its advantages use and its risks. This will
protect our people, our religion and our economy.
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