APPLICATION OF

TA’'WIDH AND

GHARAMAH AS LATE PAYMENT CHARGES

UNDER THE AIAC i-ARBITRATION RULES 2021

Ta'widh and gharamah are the Shariah compliant late payment charges primarily used for
Islamic financial contracts. In the context of financing, ta'widh refers to claim for
compensation arising from actual loss suffered by the financier due to the delays in payment
of financing or debt by the customer whereas gharamah refers to penalty charges imposed
for delays in financing or debt settlement, without the need to prove the actual loss suffered.

Amongst the outcomes of the workshop that will be discussed includes the correct ta’widh
rate, calculation, methodology and whether any instances relevant to these charges require
an escalation or reference to the Shariah Advisory Council (SAC) for a resolution or should
the arbitrator rely on available rulings and resolutions of the SAC and decide accordingly. The
Trainer will briefly cover the expectations of both the SAC of the Central Bank of Malaysia and
the Securities Commission Malaysia as well as of those in other jurisdictions.

Participants will also benefit from a better understanding of the procedural rules in the AIAC
i-Arbitration Rules 2021 relevant to ta’'widh and gharamah.
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