          Procedure for an Islamic Future exchange contract at The Islamic Financial Institution
The following are the sequencial steps that The Islamic Financial Institution and its client must follow in processing a Shariah forward exchange contract.

When a client of The Islamic Financial Institution wishes to utilize the Shariah forward exchange contract:

Step One:

The client shall inform The Islamic Financial Institution regarding the date the foreign currency is required.

Step Two:

The fund utilisation department shall contact ABSA Bank to negotiate a foreign exchange rate for the foreign currency required at a future fixed date.

Step Three:

The Islamic Financial Institution shall inform the client of the applicable rate and upon the approval by the client, The Islamic Financial Institution shall block the facility of the client up to the amount of the foreign currency required.

It is must be noted that The Islamic Financial Institution cannot charge a premium for its foreign currency as the cost price must be made known in a murabaha transaction but it is permissable for The Islamic Financial Institution to increasing its profit mark-up on Shariah FEC`s. 

Step Four:

The client shall sign a unilateral promissory agreement notifying The Islamic Financial Institution that in the event of any breach of contract to purchase the goods from The Islamic Financial Institution, it shall compensate The Islamic Financial Institution for any actual losses suffered.

The client shall be required to provide a 10% security fee(Hamish Jaddiya) upon signing the promissory undertaking.

Step Five: 

Upon The Islamic Financial Institution receiving the unilateral undertaking and security fee from the client, The Islamic Financial Institution shall sign a unilateral promissory undertaking to ABSA Bank that it undertakes to purchase a fixed amount of foreign currency on a stipulated future date.(Promissory undertaking document as attached). 

ABSA Bank shall debit The Islamic Financial Institution`s account with an amount equivalent to the Rand value of the foreign currency to be purchased as a commitment fee (security) for the actual purchase and sale agreement of the foreign currency transaction in the future.

Upon the stipulated date, The Islamic Financial Institution and ABSA Bank shall sign a purchase and sale agreement of the foreign currency and both parties shall take delivery of the different currencies.

The entire transaction shall be implemented as if The Islamic Financial Institution purchased the foreign exchange from ABSA Bank on spot.
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