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In the Name of Allah, the Most Gracious, the Most Merciful

Findings & Recommendations of the 16™
Symposium on Future of the Islamic Banking

All Praise is due to Allah, the Lord of all worlds. May His
peace and blessings be upon our Master and Prophet Mu-
hammad, and upon his household and companions.

On Wednesday & Thursday 10-11 of Jumada Al-Thani 1446
AH (corresponding to 11-12 of December 2024), the Saudi Na-
tional Bank (SNB) held the 16® Symposium on Future of the
Islamic Banking at the Mévenpick Hotel in Riyadh, to discuss
the following topics regarding “The Recent Developments of
Finance in the Financial Technology (Fintech)”:

Deferred Payment Service (Buy Now, Pay Later)
Salary Advance Service.
Digital Savings Associations.

The Symposium was attended by a number of honorable schol-
ars and researchers in the field of Figh and Islamic economics,
as well as experts and practitioners in financial technology
from both inside and outside the Kingdom of Saudi Arabia.

Over two days, the participants reviewed the researches pre-
pared for the Symposium topics and listened to comments and
discussions thereon, which were characterized by serious and
constructive discussions. The Symposium concluded with the
following findings and recommendations, which represent
the opinion adopted by the majority of the participants:"

(1) Methodology for preparing the findings and recommendations:

The Symposium’s scholarly committee adopted a methodology

for preparing the findings and recommendations, as follows:

1- The scholarly committee requested the honorable research-
ers to prepare a draft of the findings and recommendations
related to their researches.

2- The scholarly committee reviewed the draft findings and rec-
ommendations submitted by the researchers and prepared a
draft of the Symposium’s findings and recommendations.

3- Drafting subcommittees were formed for each topic, con-
sisting of researchers, commentators and some partici-
pants, which convened after each session.

4- The results of the sub-committees’ works were presented in
the Symposium’s closing session and discussed in an open
session.

5- The initial version of the findings and recommendations was
sent via e-mail to the Symposium participants to receive
observations within two weeks of the sending date.

6- Within the prescribed period, the scholarly committee re-
ceived a number of observations.

7- The scholarly committee held a series of subsequent meet-
ings to examine the received observations, taking such ob-
servations into account in the final results.
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First Topic
Deferred Payment Service (Buy Now, Pay Later)

First: Definition of Deferred Payment Service (Buy Now,

Pay Later)

1- The deferred payment service, commonly known as
“Buy Now, Pay Later” (BNPL), is a financial service
whereby the BNPL company (the company) pays the
price of goods and services on behalf of the buyer (the
customer) to the merchant, then the customer repays the
company the purchase price in one or multiple install-
ments. The company receives a commission from the
merchant, calculated as a percentage of the purchase
price, in exchange for the services provided. This busi-
ness model is similar to unsecured credit cards when the
card issuer is the merchant’s bank.

2- There are various forms for deferred payment service
(PNPL), including: forms where the company simply
lends to the customer without adding any fees, or im-
poses fees on the customer for installment payments if
they exceed a certain period, or imposes fees on the cus-
tomer for late payment of installments or for reschedul-
ing payments.

Second: Figh-Based Characterization of Contractual
Relationships in the Deferred Payment Service (BNPL):

The contractual relationships in the deferred payment ser-

vice (BNPL) can be characterized as follows:

1- The relationship between the merchant and the cus-
tomer is a sale contract with an immediate price, where
the customer is the buyer of goods or services, and the
merchant is the seller.

2- The relationship between the company and the cus-
tomer is a loan contract with an agency for payment, or a
guarantee contract (Kafalah), or an unrestricted Hawalah.

3- The relationship between the company and the merchant
is a paid agency contract, or a guarantee contract, or a com-
bination of both an agency contract and a guarantee contract.

Third: Ruling on the Deferred Payment Service (BNPL):

The participants expressed two different approaches regard-
ing the ruling on the deferred payment service (BNPL):
First approach: The service is permissible based on the
basic principle that transactions are generally permissible.
It argues that the commission taken by the company is in
return for valid benefits and valuable services that are recog-
nized in Shari’ah, such as settlement of payments, mediation
in carrying out transactions, and agency for collection. Fur-
thermore, the customer repays the company only the exact
amount borrowed from it, without any increase.

Second approach: The service is impermissible based on
the argument that it is analogous to the stipulation of an in-
crease (interest) on a loan in favor of the lender (the com-
pany), as the lender provides the loan to the customer only
in return for the commission received from the merchant,
which constitutes a loophole for usury (Riba). Or it involves
the transfer of a right that arose from the merchants selling

) J 93l ) gxall
(WY adalg oY sil) 1 adul deus

(V> adlg oY) sidl) J>8) adull dods 5 ggde ¥l

b doast o (LY ol s 0V ) oW1 @bl st )
Al el bty (S ) oY1 bl 38,5 Lgd p 5
3y OF e ol (Jpand1) (5 il (s oladid
oS g colads sliais ool 8l 3 38,80 el
Jolie ol 2 el e By oWl e A gas 5,0
Slal 1lglos =5 503 b Sl o5 o) dadiall ladssl
ol ey g BULl jaaas OIS 13] callanall b dsLaz V)
38 10l ab paas Lo lgned ¢ Jr V1 bl dakst oS 5 g p g5 =Y
4 2 5 Lo gy cade p g BLEL O 3 Jeandl (51 3] e
igna5a e 31313] Ja il i oaall o U gy 35 211
ot e Jeaall o U pman 38 201 48 5 585 Lo tlgi s
A gdadl ke dze of LLEYI sl
a0 dods 2 duBlal! BSkal) gl g sl 1
: o>l
[P R P RN RV E Y EER JERC W Pl
SPaaldd e feandls e e 2 Jranly o) g B )
Bl s cdeasdl

SN @A o 1 3 Ao Joaadl 5 35 201 o B -
Aallas Dl of ((WUS) Plos i
,Tgkﬁiﬁ:—ﬁcﬁﬂéﬂsﬂ\b:J;,-L:JI‘,ZS,:JIOQZSMI -v

.owl.xz;,ms,ﬂm&ﬁ”@?

:J2Y adull dous WS> W

1ol e Jor V1wl Lo oS- (3055, Lall il

OV 5 cMalall 3 S Lol 15 et 31 50 1 5N 1 oL 2YS
Lo e Sladst 5 6 me wile flie 3 201 Ladst T 1 & sanll
A 15 collandl dis 3 dblu gl cole bl &y puS (s 5
MW g s 31 Lo o VI ES 2l p Y eandl OY 5 ¢ Jemaoilly
.85L )

oo A G a3l Bl sl oS 8 LY e Gl oL £Y)
Uyl o V] Jrondl 55 L GBS 200) LG 2 20
G D LY ST e N e Al 0555 ¢ bl oy dlamed
G o) 0555 382l ] pgae O ) ol iy e Lo
oo Gedill SLead OV ST el et df ) il st (S



their customers’ debts to the company. So, the commission is
analogous to discounting a debt sold to someone else other
than the debtor. Or the services provided by the merchant in
return for compensation involve the combination of a Salaf
(loan) and sale (in one contract). Further, the loan is primari-
ly given as a means of support (Irfaq) rather than profit-mak-
ing, and it must be repaid in the exact amount borrowed.

Fourth: Shariah Standards for the Deferred Payment

Service (BNPL):

Those who permit the deferred payment service stipulate a

set of Shariah-compliant conditions, as follows:

1- The service should be limited to goods and services that
are permissible in Shariah.

2- The loan contract should be devoid of any stipulated in-
crease, late payment penalties, or rescheduling fees.

3- There should be a separation of the loan contract be-
tween the company and the customer, the sale contract
between the merchant and the customer, and the service
contract between the BNPL company and the merchant,
so that each contract remains independent in its effects
and rulings.

4- The merchant should commit to selling goods and ser-
vices to the customer at the same price as when selling
for cash, without any increase.

5- The administrative fees, if imposed on the customer,
should not exceed the actual cost, and should not be
based on the amount of loan or its duration.

Fifth: Recommendations:

The participants in the Symposium recommend the following:

1- Innovating and developing Shariah-compliant models,
avoiding forms that involve prohibitions or Shariah-re-
lated concerns, paying attention to documenting con-
tracts and regulating contractual relationships, as well
as developing alternatives based on Shariah-compliant
deferred sales, in consideration of the principle of dis-
senting opinions.

2- Calling on supervisory authorities to establish standards
for regulating the service in accordance with Shariah
governance principles, monitoring the practical applica-
tion of the product, and protecting customers from prac-
tices that violate Shariah.
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Second Topic
Salary Avance Service

First: Definition of Salary Advance Service:

1-

The salary advance service is a financial service that al-
lows an employee to obtain financing from a third party
(the company) equivalent to the portion of the employ-
ee’s salary due before its payday, provided that the em-
ployer undertakes to repay the amount to the company by
deducting it from the employee’s salary on its payday.

Companies receive fees for this service: some compa-
nies charge fees on withdrawals, and others receive fees
on subscription. These fees may be borne by either the
employee or the employer.

Second: Figh-Based Characterization of Contractual
Relationships in Salary Advance Service:

The contractual relationships in the salary advance service

can be characterized as follows:

1-

The relationship between the employee and the em-
ployer is a contract of lease (Ijarah) for employment
(employment contract).

The relationship between the employee and the com-
pany is a loan contract (Qard) from the company to the
employee, equivalent to the amount that the employee
specifies from his due salary.

The relationship between the employer and the com-
pany is a suretyship contract (Kafalah) or an agency
contract (Wakalah).

Third: Rulings on the Salary Advance Service:

1-

It is permissible to provide the loan-based salary ad-
vance service, provided that the employee does not
bear, under any circumstances, any fees on the loan that
exceed the actual cost, whether these fees are collected
from the employee by the company or the employer.
The participants expressed two different approaches re-
garding the ruling on the fees borne by the employer in ex-
change for the company granting the loan to the employee:
First approach: The permissibility of these fees based on
the basic principle that transactions are generally permissi-
ble. This approach argues that fees provide a valid benefit
for the employer, provided that these fees are not passed
on to the employee in any way, directly or indirectly.

Second approach: The impermissibility of these fees
based on the argument that it is analogous to the stip-
ulation of an increase (interest) on a loan, as the lender
provides the loan only in return for the fees received
from the employer, and this constitutes a loophole for
usury (Riba). Furthermore, the loan is primarily given
as a means of support (Irfaq) rather than profit-making.
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Fourth: Recommendations: sl g sl
The participants in the Symposium recommend the following: sl g oSl o n

1- Encouraging companies to provide alternatives based b i . 15 BIl s ols \i.:- _y
on financing employee though deferred sales, in accor- s Jesed e Jh = e -

dance with their Shariah-compliant standards. Ao il oyl gy o Y C:‘M‘

2- Calling on supervisory. authorities 'to rc'egulate the work o A Lot S 3 fos s J)as) sVl olenllsges Y
of salary advance service companies, in a manner that
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way that ensures fairness and transparency in these fees, L e .S LG
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Third Topic
Digital Savings Associations

First: Definition of Digital Savings Associations:

1- Digital savings association (the association) is a collec-
tive savings product managed by a financial technology
company (the company). It operates by managing period-
ic subscriptions from a group of subscribers (association
members), each of whom receives the total subscriptions
in a predetermined order. The company provides its ser-
vices for such an association in return for fees.

2- The company provides a range of basic services, includ-
ing: a financial technology platform for managing and
operating the associations, a credit study for subscribers
and risk management, an automated system for collect-
ing subscriptions and distributing payouts. It also allows
various supporting services, including: the selection of
payout order, and taking guarantees such as issuing and
executing promissory notes.

3- The company receives fees from subscribers for manag-
ing the platform and the services it provides. Some com-
panies may also impose additional charges, such as late
payment penalties. In some cases, companies may grant
rewards or benefits to subscribers, which are estimated
based on the subscriber’s payout order.

4- These companies operate under different business mod-
els. In some models, the company’s role is limited to
collecting subscriptions within savings circles, and the
association is only formed once the savings circle is
complete, without the company itself subscribing to the
association or guaranteeing the default of subscribers. In
other models, the company subscribes to the association
to cover any shortfalls in subscriptions and guarantee
the default of subscribers.

Second: Figh-Based Characterization of Contractual

Relationships in Digital Savings Associations:

The contractual relationships in the digital savings associa-

tions can be characterized as follows:

1- The relationship between the company and subscrib-
ers (association members) is primary based on a lease
(Ijarah) contract, whereby the company undertakes to
provide services for organizing and managing the asso-
ciation in return for a specified fee. In some business
models, this relationship may also involve a suretyship
contract (Kafalah).

2- The contractual relationship among the subscribers
(association members) is based on a loan (Qard) con-
tract, in which each subscriber is considered a borrower
from those who are following him in payout order, and
a lender to those who are preceding him in payout order.
A subscriber is only a lender if he is the last in payout
order, or only a borrower if he is the first in payout order.
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Third: Rulings on the Digital Savings Associations:

1-

It is permissible to establish digital savings associations
where the company would not undertake to subscribe to
the association to complete the subscription cycle, nor
does it undertake to cover the shortfall in subscriptions
due to subscriber defaults. Transactions with such associa-
tions are allowed, as they align with the employee savings
associations that most contemporary Figh scholars have
permitted. The company may receive fees in return for its
management (of the association), and it may consider the
subscriber’s payout order when determining these fees.
The participants expressed two different approaches
regarding the ruling on the digital savings associations
in which the company subscribes to the association to
complete the subscription cycle or to cover the shortfall
in subscriptions due to subscriber defaults, and receives
fees for its services:

First approach: These associations are permissible as
long as the company does not receive separate fees in
return for subscription or guarantee; because they are
deemed secondary to the overall services it provides,
and a matter that is impermissible independently may
be permissible when being secondary.

Second approach: These associations are impermissi-
ble; because the fees received by the company consider
the loan or guarantee, and are not restricted to the actual
cost, and are affected by the subscriber’s payout order.
It is not permissible for the company to receive late payment
penalties or fees from the subscriber in return for covering
the amount of his subscription in the case of default. How-
ever, the collection and litigation expenses may be passed
on to the subscriber; because he is the causer of this issue.
The participants expressed two different approaches re-
garding the ruling on rewards that the company offers
to subscribers, which consider the subscriber’s payout
order when determining these fees:

First approach: These rewards are permissible, in con-
sideration of being a compensation amount (Ju‘l) from
the company to incentivize subscribers to select later
payout orders; which are easier to manage than earlier
ones, or in consideration of being a reduction from the
company on the fee. Some proponents of this approach
restrict the permissibility to the condition that the re-
wards should not be in the form of cash, while others
restrict the permissibility to the condition that the com-
pany should neither be a subscriber nor obligated to cov-
er the default of subscribers.

Second approach: These rewards are impermissible, be-
cause they are fallen due as a result of lending itself; given
that they increase based on the number of borrowers and
the increase in the loan duration, so they fall under a loan
that brings a stipulated benefit (interest-bearing loan).
Furthermore, even though they are apparently paid by the
company, they are in reality paid by the subscribers, so the
company receives higher fees from early-order subscrib-
ers and deducts from these fees rewards for the late-order
subscriber, thus making the transaction akin to an increase
over the loan, repaid by the borrowers himself.
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Fourth: Recommendations: sl g sl

The participants in the Symposium recommend the follow- t bl asdl 3OSl o s
ing: - i -
1- Calling on researchers and specialists to study recent = Oldastamadl Ll s (| maseadly p-Uli e -
developments in digital savings associations, and to as-  {g5la Jas g Lgar3les - 85 9 o5 SOV sV ool
sess their models and applications from a Shariah per- Lo 2 AUl -
spective. oE ° v
2- Urging financial technology (fintech) companies to de- 4585 St wlaetin ;o olay Je dJlLI L@l ols o e Y

velop innovative products based on the principles of sol- Jod o2 of NI Lol sbmaN 1 LS i
idarity (Takaful) and collective savings, while adhering A2l f A & s e

to Shariah standards in product design and operation. Lehadsy ool ol g’ i il

3- Calling on supervisory authorities to develop a regu- Slanad) o ) C" 5 A3V lgalsses Y
latory framework for digital savings associations that N . .. .
defines the business models aligning with the reality =~ “%* & G gzl Jorl Gl adina i S i sy
of savings associations, ensures their compliance with 4 ,~&J} Jal gl Lgal 3201 ooy 9y sl N olmazedl

Shariah standgrds, protects subscribers, and promotes o 3o g s il b @w‘ﬁﬁ@ oS il g
transparency in contracts and fees. -
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