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Overview of the Guidelines

These guidelines cover three areas in relation to Stellar:

1. Shariah compliance of the Stellar network
2. Shariah guidelines on trading XLM on Stellar

3. Shariah principles on trading other assets on Stellar

Shariah compliance of the Stellar network

(A detailed explanation of the stellar network can be seen in Appendix 1)

The Stellar network is technology that processes financial transactions. It is a network of decentralised servers in many locations that power a
distributed ledger. The ledger records every transaction in the system for people and companies. Stellar also offers a decentralized exchange
designed to provide liquidity for fiat currencies, cryptocurrencies, commodities, securities and other assets, and to make payment with one asset

and receiving another as frictionless as sending an email.

Considering the above, Stellar is just a network and technology. In and of itself, it is (z&</lawful) as the legal maxim in Islamic law states:
Permissibility is the original state of things' (*aly) ¢l & JaV). Therefore, the network is Shariah compliant. It is the use of this tool and

technology which needs to be considered for Shariah compliance.
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Shariah guidelines on trading XLM and Currencies on Stellar

(For information on XLM and currency credit on Stellar, see Appendix 2)

For XM you don’t need an anchor or issuer. For any other currency, it is the credit which you have deposited with an anchor that will be
exchanged. Other currencies are credit forms and IOUs.
From a Shariah perspective, depending on the nature of the transaction, one of the following applies:

1. Ifyou are unilaterally transferring a claim to an amount deposited with an anchor. This falls under the laws of (sl 4//ss)

The AAOIFI Standard 7 states:

The basis for the permissibility of (&> 4//ss) (transfer of a right) as advocated by the Hanafis is that its essence is similar to suretyship which is
permitted by all four schools of Islamic law, regardless of the name of the contract in this regard. Again, (&~ 4/s3) does not significantly differ
from restricted transfer of debt. If one looks at the change of creditor, then the transaction is one of transfer of rights, and if one looks at the
change of debtor, it is a restricted transfer of debt. The differences between transfer of debt and transfer of right are evident in some forms, such
as when the creditor makes a gift of the amount of his debt claim against the payer to a person who is not a debtor to the transferor. Here, there
are not two debts, hence there is a transfer of right and not a restricted Hawalah because of the lack of two debtors, as the transferor here is not a

creditor of the beneficiary.

2. If you are exchanging something in lieu of the credit, it will be a sale of a (~/) (right) to the redeemable asset/currency.

If currencies are being exchanged on Stellar, the following points must be kept in mind:

FA



Shari’a certificate ref#: SER-895-01-01-06-18

The scope of these guidelines are applicable to issues of both “actual and constructive possession of digital currencies, the use of modern means
of communication in currency trading, exchange of currencies in the context of the bilateral settlement of debts owed by the parties to the
exchange, dealing in currencies in money markets, bilateral promises to buy and sell currencies, deferment of the delivery of one of two counter-
values in currency trading, and some cases practiced by the institutions.” Please note that the scope these guidelines will not applicable to the
following cases: “those where there are no trading in currencies, the effect of goldsmithery in selling gold and silver; transfers of debts that do
not involve exchanges of currency,; and the discounting of bills of exchange.”

It is permissible to trade and exchange currencies, provided that it is done in compliance with the following Shariah rules and precepts.

1. Both parties must take possession of the counter-values before dispersing, such possession being either actual or constructive.

On the Stellar network, parties will be deemed to have constructive possession by the XLM having been transferred into their digital wallets.
Likewise, a transfer of the credit to one’s digital wallet will be considered as possession of the currency. This can be understood from the

following article in AAOIFI Standard No.1:

b) Receipt of a cheque constitutes constructive possession, provided the balance payable is available in the account of the issuer in the currency
of the cheque and the Institution has blocked such a balance for payment.

¢) The receipt of a voucher by a merchant, signed by the credit card holder (buyer), is constructive possession of the amount of currency entered
as payable on the coupon provided that the card issuing Institution pays the amount without deferment to the merchant accepting the card.

If there is a short delay due to verification on the blockchain, this will be overlooked and is excused. This is based on the following article in

W
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AAOIFI Standard No.1:
“A delay in making the transfer is allowed to the Institution, consistent with the practice whereby a payee may obtain actual
receipt according to prevailing business practices in currency markets. However, the payee is not entitled to dispose of the
currency during the transfer period, unless and until the effect of the bank transfer has taken effect so that the payee is able to

make an actual delivery of the currency to a third party.”

2. The counter-values of the same currency must be of equal amount. An exchange of XLM by both parties must be of equal amount.

3. The contract shall not contain any conditional option or deferment clause regarding the delivery of one or both counter-values.

4. The dealing in currencies and XLM shall not aim at establishing a monopoly position, nor should it entail any evil consequences to the interest
of individuals or societies.

5. XM or any currency transactions shall not be carried out on the forward or futures market.

AGENCY IN TRADING CURRENCIES

1. It is permissible to appoint an agent to execute a contract of sale of XLM with authorization to take possession of and deliver XLM.

2. It is permissible to appoint an agent to sell XLM without authorizing him to take possession of the amount sold, provided the principal or

another agent takes possession at the closing of the transaction, before the principal parties are dispersed.

3. It is permissible to authorise taking possession of the counter-values in an exchange after the execution of a contract of currency exchange,

provided such possession is completed by the authorised agents at the closing of the transaction, before the principal parties are dispersed.

5
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POSSESSION IN SALES OF CURRENCIES

1. When a contract is concluded for the sale of an amount of XLM or currency, possession must be taken for the whole amount that is the subject
matter of the contract at the closing of the transaction. However, a delay for a genuine reason such as verification on the blockchain is excused.
2. Taking possession of one of the counter-values by one party without taking possession of the other is not enough to make a currency dealing
transaction permissible. Likewise, taking partial possession is not sufficient. Taking possession of part of a counter-value is valid only in respect
of the part, possession of which is complete, whereas the remaining part of the transaction remains invalid.

3. Possession may take place either physically or constructively. Physical possession takes place by means of simultaneous delivery by hand.
Constructive possession of a currency is deemed to have taken place by the seller enabling the other party to take its delivery and dispose of it,
even if there is no physical taking of possession. Among other forms of constructive possession that are approved by both Shariah and business

customary practices are the following:

a) To credit a sum of money/XLM to the account of the customer in the following situations:

1. When the Institution deposits to the credit of a customer’s account a sum of money directly or through a bank transfer.

2. When the customer enters into a spot contract of currency exchange between himself and the Institution, in the case of the purchase of a
currency against another currency already deposited in the account of the customer.

3. When the Institution debits — by the order of the customer — a sum of money to the latter’s account and credits it to another account in a
different currency, either in the same Institution or another Institution, for the benefit of the customer or any other payee. In following such a

procedure, the Institution shall adhere to the principles of Islamic law regarding currency exchange.
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EXCHANGE OF CURRENCIES THAT ARE DEBTS OWED BY THE PARTIES

An exchange of amounts denominated in currencies that are debts established as an obligation on the debtor is permissible, if this results in the
settlement of the two debts in place of a bilateral exchange of currencies, and in the fulfillment of the obligations in respect of these debts, this
covers the following cases:
e Discharge of two debts when one party owes an amount from another party denominated in (say) Dollars and the other party owes an
amount from the first party denominated in (say) British Pound. In this context, both may agree on the rate of exchange between
the Dollar and the British Pound in order to extinguish the debts, wholly or partially. This type of transaction is known as (4{=li) (set-
off). The basis of the permissibility of an exchange of amounts denominated in currencies that are debts established as an obligation of the
debtor, on the condition that the two obligations are thereby settled, is that this would entail the settlement of the debt by discharging it. This
does not involve any prohibited transaction pertaining to debts either with regard to sale or purchase.
e The creditor's making payment of a debt due to him in a currency different from that in which the debt was incurred, provided the

settlement is effected as a spot transaction at the spot exchange rate on the day of settlement.

COMBINATION OF CURRENCY EXCHANGE AND TRANSFER OF MONEY

It is permissible to execute a financial transfer of money (remittances) in a currency different from that presented by the applicant for the
transfer. This transaction consists of a currency exchange effected through actual or constructive possession by delivering an amount of currency
that is evidenced by a bank draft, followed by the transfer of the amount using currency that is bought by the applicant for the transfer of money.

It is permissible for the institution to charge a fee for the transfer.

Wor
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FORMS OF TRADING IN CURRENCIES

Among the forms of trading that are not permitted is the customer of an institution entering into currency trading for an amount of money
exceeding the amount of money he owns, using credit facilities granted by the institution which handles the currency trading, thus enabling the
customer to enter into a transaction for an amount in excess of what he would otherwise be able to pay for. An alternative and permissible form
is that the institution lends the money to the customer so that the latter would then deal in amounts that he owns.

It is not permitted for the institution to lend the customer a sum of money on the condition that currency dealing must be effected with that
Institution and not with any other. If there is no such condition then there is no Shariah prohibition. The basis for the prohibition is that the
institution made it a condition of the loan that the customer must carry out the currency trading with the institution, and this involves

combination of both loan and contract of exchange. This is not permissible because it results in a benefit to the lender.

Shariah principles on trading assets on Stellar

When an asset is sold via Stellar network, one is transferring credit to the buyer. He can then redeem the credit from a trust line and take
possession of the actual asset. From a Shariah perspective, this credit represents the asset. It is similar to a sukuk certificate which is traded with

an underlying asset represented by the credit. The following principles apply for trading.
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Rule 1. The subject of sale must be existing at the time of sale.
Thus, a thing which has not yet come into existence cannot be sold. If a non-existent thing has been sold, though by mutual consent, the sale is

void according to Shari'ah.

Rule 2. The subject of sale must be in the ownership of the seller at the time of sale.
Thus, what is not owned by the seller cannot be sold. If he sells something before acquiring its ownership, the sale is void.
Example: A sells to B a car which is presently owned by C, but A is hopeful that he will buy it from C and shall deliver it to B subsequently. The

sale is void, because the car was not owned by A at the time of sale.

Rule 3. The subject of sale must be in the physical or constructive possession of the seller when he sells it to another person.

"Constructive possession" means a situation where the possessor has not taken the physical delivery of the commodity, yet the commodity has
come into his control, and all the rights and liabilities of the commodity are passed on to him, including the risk of its destruction. In the Stellar
network, constructive possession is realised by receiving credit in one’s digital wallet. This is understood by the following:

3/4 Constructive possession includes the registration of a mortgage of immovables and (hypothecation) of mobile movables like cars, trains,
steamers and airplanes through registration that is valid under the law. Registration stands in place of actual possession with respect to its rules
and legal effects.

3/5 The possession of documents, like bills of lading and warehouse receipts, issued in the name of the possessor or acknowledging his interest
therein is deemed constructive possession of what the documents represent if the ascertainment of commodities, goods and appliances is attained

through them along with the ability of the possessor to undertake transactions in them. W
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The gist of the rules mentioned in paragraphs 1 to 3 is that a person cannot sell a commodity unless:
(a) It has come into existence.

(b) It is owned by the seller.

(c) It is in the physical or constructive possession of the seller.

The rules mentioned apply to ordinary sales, however, Bai' Salam and Istisna' are exempted from the above.

Rule 4. The sale must be instant and absolute.
Thus a sale attributed to a future date or a sale contingent on a future event is void. If the parties wish to effect a valid sale, they will have to

effect it afresh when the future date comes or the contingency actually occurs.

Rule 5. The subject of sale must be a property of value.

Thus, a thing having no value according to the usage of trade cannot be sold or purchased.

Rule 6. The subject of sale should not be a thing which is not used except for a haram purpose, like pork, wine etc.

Rule 7. The subject of sale must be specifically known and identified to the buyer.

Rule 8. The delivery of the sold commodity to the buyer must be certain and should not depend on a contingency or chance.

Rule 9. The certainty of price is a necessary condition for the validity of a sale. If the price is uncertain, the sale is void.

Rule 10. The sale must be unconditional. A conditional sale is invalid, unless the condition is recognized as a part of the transactioSb\

according to the usage of trade.

10
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Appendix 1: Stellar Network

The Stellar network refers to the technology that processes financial transactions. The technology is open source, distributed, and community
owned.Stellar.org is the non-profit organization that contributes to the development of tools and social good initiatives around the Stellar
network and financial inclusion. Employees contribute code to the Stellar network, but the technology is independent of the organization. Stellar
is a platform that connects banks, payments systems, and people. It integrates to move money quickly, reliably, and at almost no cost. Stellar is
a network of decentralised servers in many locations that power a distributed ledger. The ledger records every transaction in the system for

people and companies.

Stellar is an open-source distributed ledger for facilitating peer-to-peer payments across geographies, countries, and asset classes. Stellar aims to
be protocol-level financial infrastructure that anyone can utilize to send and receive payments or use to create and exchange custom tokens.
Stellar also offers a decentralized exchange designed to provide liquidity for fiat currencies, cryptocurrencies, commodities, securities and other
assets, and to make payment with one asset and receiving another as frictionless as sending an email. Stellar facilitates near-instant payments
between parties and its network includes anchors, which are trusted third-parties who help on-board network participants using traditional means

like bank accounts and other fiat institutions.

Yo
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Appendix 2: Trading Currencies and XLM on Stellar

Lumens (XLM)

Lumens (XLM) are the native currency of the network. A lumen is the only asset type that can be used on the Stellar network that doesn’t
require an issuer or a trustline. Any account can hold lumens. You can trade lumens for other assets in the network. The internet is made up of
network servers containing our data, websites and applications. Like the internet, Stellar is a network of decentralised servers in many locations
that power a distributed ledger. The ledger records every transaction in the system for people and companies alike. A complete copy of the
global ledger exists on each Stellar server. Any entity can run a server. The network becomes more robust with more servers. The servers

communicate with each other to verify transactions and sync the ledger every 2-5 seconds. This mechanism is known as consensus.

The ledger records your money as credit, which is issued by anchors. Anchors act as bridges between a given currency and the Stellar network.
Banks and payment processes are good examples of real word anchors. Credit is issued to your online account — which acts like a virtual wallet —
in exchange for your deposit. Anchors have to be trusted to hold your money and honour your withdrawals. Issued credit can be sent and
received between people on the network. Stellar has a distributed exchange, so you can send EUR credits to your friends using your USD credit
balance. The network will automatically covert it at the lowest rate for you. Your friend will receive EUR credit, which they can withdraw using
an anchor supporting EUR.

In addition to supporting the issuing and movement of assets, the Stellar network also acts as a decentralized distributed exchange of any type of
asset that people have added to the network. Its ledger stores both balances held by user accounts and offers that user accounts make to buy or

sell assets.

12
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Appendix 3: Trading Assets

The Stellar distributed network can be used to track, hold, and transfer any type of asset: dollars, euros, bitcoin, stocks, gold, and other tokens of

value. Any asset on the network can be traded and exchanged with any other'.
Other than lumens (see below), all assets have

Asset type: e.g., USD or BTC

Issuer: the account that created the asset

Trust lines

When you hold assets in Stellar, you’re actually holding credit from a particular issuer. The issuer has agreed that it will trade you its credit on
the Stellar network for the corresponding asset—e.g., fiat currency, precious metal-outside of Stellar. Let’s say that Scott issues oranges as credit
on the network. If you hold orange credits, you and Scott have an agreement based on trust, or a trustline: you both agree that when you give
Scott an orange credit, he gives you an orange. When you hold an asset, you must trust the issuer to properly redeem its credit. Since users of
Stellar will not want to trust just any issuer, accounts must explicitly trust an issuing account before they’re able to hold the issuer’s credit. In the

example above, you must explicitly trust Scott before you can hold orange credits. To trust an issuing account, you create a trustline.

Trustlines are entries that persist in the Stellar ledger. They track the limit for which your account trusts the issuing account and the amount of

credit from the issuing account that your account currently holds.

! https://www.stellar.org/developers/guides/concepts/assets.html
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Anchors: issuing assets

Any account can issue assets on the Stellar network. Entities that issue assets are called anchors. Anchors can be run by individuals, small
businesses, local communities, non-profits, organizations, etc. Any type of financial institution—a bank, a payment processor—can be an anchor.
Each anchor has an issuing account from which it issues the asset. As an anchor, when you issue an asset, you give it an asset code. Assets are
uniquely identified by the asset code and the issuer. Ultimately, it’s up to the issuer to set the asset code. By convention, however, currencies
should be represented by the appropriate ISO 4217 code. For stocks and bonds, use the appropriate ISIN number. For your orange, goat, favor,

or beer anchors, you’re on your own—invent an appropriate code!

14 F/A



Disclaimer:

This Shari’a Certificate constitutes as a statement of opinion, interpreted in light of Islamic Jurisprudence, including, but
not limited to the AAOIFI Shari’a standards, as of the date they are expressed and no statements of fact or
recommendations to buy, hold, or sell any securities or make any other investment decisions and neither does it
address the suitability of any investment.

No content or any part thereof (“Content”) may be modified, reproduced or distributed in any form by any means, or
stored in a database or retrieval system, without the prior written permission of Shariyah Review Bureau (“SRB”). The
Content shall not be used for any unlawful or unauthorized purposes. SRB and any third-party providers, as well as
their directors, officers, managers, shareholders, employees, partners, scholars and Advisors (collectively SRB Parties)
do not guarantee the accuracy, completeness, timeliness or availability of the information upon which the Content has
been based. SRB Parties are not responsible for any errors or omissions (negligent or otherwise), and regardless of the
cause, for the results obtained from the use of the Content.

The Content is provided on an "as is" basis. SRB parties disclaim any and all expressed or implied warranties, including,
but not limited to, any warranties of merchantability or fitness for a particular purpose or use, or freedom from errors
or defects. In no event shall SRB Parties be liable to any party for any direct, indirect, incidental, exemplary,
compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without
limitation, lost income or lost profits and opportunity costs or losses caused by negligence) in connection with any use
of the Content even if advised of the possibility of such damages.

SRB assumes no obligation to update the Content following publication in any form or format. The Content is not a
substitute for the skill, judgment and experience of the user, management, employees, advisors and/or clients when
making investment and other business decisions. While SRB has obtained information from sources it believes to be
reliable, it undertakes no duty of due diligence or independent verification of any information it receives.

To the extent that regulatory authorities allow a Shari’a Advisory firm to acknowledge in one jurisdiction a Shari’a
Certificate issued in another jurisdiction for certain regulatory purposes, SRB reserves the right to assign, withdraw, or
suspend such opinion at any time at its sole discretion. SRB Parties disclaim any duty whatsoever arising out of the
assignment, withdrawal, or suspension of an opinion as well as any liability for any damage alleged to have been
suffered on account thereof.

Prospective Investors should note that different Shari’a Advisors, and Shari’a courts and judicial committees, may form
different opinions on identical issues and therefore prospective Investors may wish to consult their and Shari’a advisers
to receive an opinion if they so desire. Prospective Investors should also note that although Shariyah Review Bureau’s
own legal Shari’a Advisors have issued the Shari’a Certificate confirming that this opinion has been constructed in
compliance with Shari’a principles, such opinions would not bind a court or judicial committee, including in the context
of any insolvency or bankruptcy proceedings, and any Shari’a court or judicial committee will have the discretion to
make its own determination about whether the Documents and the related structure (or any part thereof) complies
with Shari’a principles and therefore is enforceable. Accordingly, no representation is made regarding the Shari’ah
opinion issued by Shariyah Review Bureau, as such opinions are subject to change and disagreement from other
Shari’ah scholars.

In any and all cases, the English version of this disclaimer shall prevail over the Arabic version.
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