
ATTACHMENT I 

Issued on: 17 December 2012  1 

Frequently Asked Questions 
 
Scope of application 
 
1. How is the scope of application of the Guidelines on Late Payment 

Charges for Islamic Banking Institutions (“Guidelines”) different from 
the Guidelines on Fees and Charges on Financial Products and 
Services? 

The Guidelines on Fees and Charges on Financial Products and Services are 
applicable to fees and charges levied on financial products and services 
offered to individuals and small and medium-sized enterprises (SMEs) only. 
These Guidelines as stated in paragraph 6.2 shall apply to all types of 
contracts that result in a financial obligation or commitment between the 
Islamic banking institution (IBI) and the customer. This includes all financial 
transactions provided to all types of customer be it an individual, SME, 
corporate or government. 
 
However, the following requirements in the Guidelines are only applicable to 
late payment charge levied on individuals and SMEs: 
 
(a) Paragraph 5.2.1(ii)(a) relating to combined rate determination; and 

(b) Paragraph 5.2.1(iv) relating to application process for the imposition of 
late payment charge. 

Identification of actual cost 

2. Is the IBI required to quantify and/or justify the amount of actual loss 
incurred per customer as prescribed in paragraph 5.2.2 of the 
Guidelines? 

The Guidelines in paragraph 5.2.2 have stated that in determining the ta’widh 
or compensation rate, the IBI is required to observe the reference rate as 
prescribed by the Bank. The Guidelines do not require the IBI to quantify 
and/or justify the actual cost on a per customer basis. 

Example of different ta’widh rates that may be imposed: 

(i) House financing product: Bank A imposes ta’widh of 0.75% on the 
overdue instalments whilst Bank B imposes ta’widh of 1% on the 
overdue instalments. 

(ii) Trade financing product: Bank C imposes ta’widh of 3.5% on 
outstanding balance after maturity whilst Bank D imposes ta’widh of 
2.0% on the outstanding balance after maturity. (Assume the IIMM rate 
is 3.5%).  
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Limit for accumulated late payment charge 

3. How should the IBI apply the limit for accumulated combined late 
payment charges? 

The limit for the accumulated late payment charge shall not exceed 100% of 
the outstanding principal amount. The limit refers to the current accumulated 
combined late payment charge balance which is due from the customer. The 
limit shall be a moving balance1, which shall reduce in tandem with the receipt 
of payment from the customer.  

However, any late payment charge already accrued and due from the 
customer shall continue to be owed by the customer until payment is 
received. The late payment charge shall not be compounded.  

The limit ensures that the amount due from the customer for late payment 
charge does not increase to become greater than the outstanding principal on 
the financial transaction itself.  

Illustration: 

 

 

 

 

 

(Assume late payment charge imposed is ta’widh only and ta’widh on the 
overdue instalment is RM5 per month) 

During the 1st instance of overdue instalments, the accumulated ta’widh for 
the 3 months (April - June 2011) i.e. RM15, shall not exceed the outstanding 
principal as at 1 June 2011 i.e. RM20,000.  

Assuming payments were regularised and a 2nd instance of overdue 
instalments was observed, the accumulated ta’widh for the 3 months (July - 
September 2012) i.e. RM15, shall not exceed the outstanding principal as at 1 
September 2012 i.e. RM8,000. If payment received is not sufficient to cover 
the late payment charge of RM15, the amount will continue to be owed by the 
customer until payment is received. 
1Moving balance refers to the outstanding principal amount on the specified 
period of default.  

Maturity  
Date 

Ta’widh: RM5 RM5 RM5 

Outstanding principal 
1/6/11 = RM20,000 

1/4/11 1/5/11 1/6/11 

Accumulated ta’widh 

RM5 RM5 RM5 

Outstanding principal 
1/9/12 = RM8,000 

1/7/12 1/8/12 1/9/12 

Accumulated ta’widh 

1st instance of 
overdue 
instalments 

2nd instance of 
overdue 
instalments 

Regular payments 
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Ta’widh rate on “recalled” facilities 

4. The Guidelines have identified different ta’widh rate to be applied on 
defaults prior to maturity and after maturity. In the case of “recalled” 
facilities where the account is deemed to have matured, can the IBI 
charge the ta’widh rate after maturity which is the prevailing daily 
overnight Islamic Interbank rate (IIMM)? 

The Guidelines in paragraph 5.2.2(i)(b) have stated that the ta’widh reference 
rate in the case of default causing the entire facility to be recalled or brought 
to court for judgement prior to maturity shall be 1% per annum. The maturity 
period is strictly in reference to the contractual maturity agreed in the contract. 
Recalling the facility does not constitute the contract to have “matured” in the 
context used in the Guidelines. Diagram 2.5 in the Guidelines provides 
illustration on the applicable ta’widh rate used in the different time periods.  

Late payment charge on post judgement debt 

5. The Guidelines in paragraph 9.3.2(i) seemed to require the IBI to only 
submit a claim on ta’widh in the “Statement of Claim” to the courts. Is 
this practice consistent with the established practice by the industry 
and the judiciary? 

The Guidelines in paragraph 9.3.2 stated that the IBI as judgment creditor 
may only be compensated for ta’widh based on the prevailing IIMM rate. If the 
amount of ta’widh is less than the late payment charge awarded by the court, 
the remaining will be treated as gharamah and must be channelled to charity. 

Therefore, the IBI may submit a claim on ta’widh considering the IBI is only 
entitled to the amount. If the entire late payment charge is claimed then the 
IBI is required to distribute any gharamah (if applicable) to charity. 

This practice has been endorsed by the Statutory Rules Committees as Order 
42 Rule 12A in the new Rules of Court which comes into effect on 1 August 
2012. The rule shall address late payment charge on post judgement debt for 
financial transactions in accordance with Shariah. 

6. What is the difference between the description of “basic judgement 
sum” as in the Guidelines and “settlement amount” in the Guidelines on 
Ibra’ (Rebate) for Sale-Based Financing? 

The term “judgement sum” in the Guidelines refers to the term accepted by 
the Judiciary to mean the amount awarded to the judgement creditor2 and 
would include the outstanding balance (subject to ibra’ if applicable), late 
payment charges due from customer prior to judgement and other court 
awarded costs.  
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The term “settlement amount” in the Guidelines on Ibra’ refers to the amount 
that the judgement debtor3 would have to pay to fully settle the debt. This 
would include the judgement sum and late payment charges post judgment. 

The “basic judgement sum” as stated in the Guidelines only refers to the 
outstanding balance (subject to ibra’ if applicable) at the settlement date.  
2Judgement creditor refers to the IBI. 
3Judgment debtor refers to the customer. 
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Late payment charges for post judgement debt before maturity                                                                                                                                                                                                                                              

Selling Price   : RM365,135.97       
Cost of Purchase (COP)/Principal : RM200,000       
Instalment amount   : RM2,028.53       
Contracted Profit Rate  : 9%         
Financing Period    : 15 years (180 months)       
First due date   : 31 July 2009       
Final due date   : 30 June 2024       
                

No. Payment 
date Installment  Profit 

payment  
COP 

payment 
Outstanding 

Selling 
Price 

Outstanding 
COP 

Deferred 
Profit 

0 30/06/2009 - - - 365,135.97 200,000.00 165,135.97 
1 31/07/2009 2,028.53 1,500.00 528.53 363,107.44 199,471.47 163,635.97 
2 31/08/2009 2,028.53 1,496.04 532.50 361,078.91 198,938.97 162,139.93 
3 30/09/2009 2,028.53 1,492.04 536.49 359,050.38 198,402.48 160,647.89 
4 31/10/2009 2,028.53 1,488.02 540.51 357,021.85 197,861.96 159,159.87 
5 30/11/2009 2,028.53 1,483.96 544.57 354,993.32 197,317.40 157,675.91 
6 31/12/2009 2,028.53 1,479.88 548.65 352,964.79 196,768.74 156,196.03 
        

48 30/06/2013 2,028.53 1,277.62 750.91 267,766.53 169,598.40 98,167.98 
49 31/07/2013 2,028.53 1,271.99 756.55 265,738.00 168,841.85 96,895.99 
50 31/08/2013 2,028.53 1,266.31 762.22 263,709.47 168,079.63 95,629.68 
51 30/09/2013 2,028.53 1,260.60 767.94 261,680.94 167,311.70 94,369.08 
52 31/10/2013 2,028.53 1,254.84 773.70 259,652.41 166,538.00 93,114.24 
53 30/11/2013 2,028.53 1,249.04 779.50 257,623.88 165,758.50 91,865.20 
54 31/12/2013 2,028.53 1,243.19 785.34 255,595.35 164,973.16 90,622.01 
55 31/01/2014 2,028.53 1,237.30 791.23 253,566.82 164,181.92 89,384.71 
56 28/02/2014 2,028.53 1,231.36 797.17 251,538.29 163,384.75 88,153.35 
57 31/03/2014 2,028.53 1,225.39 803.15 249,509.76 162,581.61 86,927.96 

        

171 30/09/2023 2,028.53 146.05 1,882.49 18,257.34 17,590.58 666.23 
172 31/10/2023 2,028.53 131.93 1,896.60 16,228.81 15,693.98 534.30 
173 30/11/2023 2,028.53 117.70 1,910.83 14,200.28 13,783.15 416.60 
174 31/12/2023 2,028.53 103.37 1,925.16 12,171.75 11,857.99 313.23 
175 31/01/2024 2,028.53 88.93 1,939.60 10,143.22 9,918.39 224.30 
176 29/02/2024 2,028.53 74.39 1,954.15 8,114.69 7,964.25 149.91 
177 31/03/2024 2,028.53 59.73 1,968.80 6,086.16 5,995.44 90.18 
178 30/04/2024 2,028.53 44.97 1,983.57 4,057.63 4,011.88 45.21 
179 31/05/2024 2,028.53 30.09 1,998.44 2,029.10 2,013.43 15.12 
180 30/06/2024 2,028.53 15.10 2,013.43 0.57 0.00 0.00 
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Customer failed to pay monthly instalments for the months of June, July and 
August 2013. The case was brought to court in September 2013 and 
judgement was received on 26 November 2013. The customer makes full 
settlement on 2 March 2014. The calculation for late payment charges and 
ibra’ are as follows: 

(a) From first date of non-payment to court date @ 1% per annum on 
overdue instalments: 

Payment 
date On the date 

No of 
overdue 

days 
Overdue instalments 

(RM) Calculation 
Ta’widh 

(RM) 
30/06/2013 1/06/2013 - 

30/06/2013 
30 2,028.53 2,028.53x1% 

x(30/365) 
1.67 

31/07/2013 1/07/2013 - 
31/07/2013 

31 4,057.06 4,057.06x1% 
x(31/365) 

3.45 

31/08/2013 1/8/2013 - 
31/08/2013 

31 6,085.59 6,085.59x1% 
x(31/365) 

5.17 

 
(b) From court date to judgement date @ 1% per annum on outstanding 

balance (outstanding principal + accrued profits): 

Payment 
date On the date 

No of 
overdue 

days 

Outstanding principal + 
accrued profits 

(RM) Calculation 
Ta’widh 

(RM) 
30/09/2013 1/09/2013 - 

30/09/2013 
30 169,598.40 +1,271.99 

+1,266.31 +1,260.60 
173,397.29x1% 

x(30/365) 
142.52 

31/10/2013 1/10/2013 - 
31/10/2013 

31 169,598.40 +1,271.99 
+1,266.31 +1,260.60 

+1,254.84 

174,652.126x1% 
x(31/365) 

148.33 

25/11/2013 1/11/2013 - 
25/11/2013 

25 169,598.40 +1,271.99 
+1,266.31 +1,260.60 
+1,254.84 + 1,249.04 

175,901.18x1% 
x(25/365) 

120.48 

 
(c) From judgement date to settlement date @ IIMM%4 per annum on basic 

judgement sum (outstanding balance subject to ibra’ at settlement date): 

Payment date On the date 

No of 
overdue 

days 

Outstanding balance 
subject to ibra’ at 
settlement date5 

(RM) Calculation 
Ta’widh 

(RM) 
26/11/2013 

(Judgement date) 
26/11/2013 - 
25/12/2013 

30 182,867.10x3.5% 
x(30/365) 

526.06 

26/12/2013 26/12/2013 - 
25/01/2014 

31 182,867.10x3.5% 
x(31/365) 

543.59 

26/01/2014 26/01/2014 - 
25/02/2014 

31 182,867.10x3.5% 
x(31/365) 

543.59 

26/02/2014 
(Settlement date) 

26/02/2014 - 
2/03/2014 

4 

249,509.76 + 
(2,028.53x10) - 

86,927.96 
 

182,867.10x3.5% 
x(4/365) 

70.14 

Total late payment charges pre and post judgement upon settlement 2,104.99 
4     Assume that IIMM on payment due date is unchanged at 3.5% per annum. 
5     Based on illustration provided in the Appendix of Guidelines on Ibra’ (Outstanding selling price at settlement date 

+ instalment(s) due - ibra’ at settlement date). 


