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ABSTRACT

The study deals with the problems and difficulties of the application
and finance of documentary credits and documentary collections in
Islamic Banks with reference to Al Rajhi Bank and suggests some
solutions to these problems.

The methodology of this research is analytical and descriptive with
the help of statistical and inductive methods to analyze the work in
Al Rajhi Bank. Methodology tools such as interviews and

questionnaire also have been used.

The research hypothesized that there are many difficulties and risks
faces the bank clients and beneficiaries in application and financing
documentary credits and collections. Its also hypothesized the
Sharia committee of the bank is capable in setting Sharia controls in

all stages of executing the documentary credits and collections.

The research finding shows that the documentary credits and
collections faced many problems and risks. Chief among them
include, ignorance of documentary credits clients about Sharia
aspects, executive controls, the approval forms by the Islamic
Sharia Committee in Murabaha and Musharaka, the risk of
merchandise cheating and risk of client refusal to the imported

goods on the Murabaha conditions used on non-binding promise.

The research recommends the establishment of a department in the
bank to be concerned with enlightening the clients with the
jurisdiction of documentary credits and their application and to seek
to remove uncertainty and explain the risks of fraud against Sharia
verdicts and follow the mechanism of applications of documentary

credits with client. Its also recommends a qualify human cadres in



credits, financing departments as regards Islamic Law and
technically to cope with the cotemporary developments, and also to
establish external branches of Islamic Banks or establish Islamic
Banks in European and Asian countries to become as

correspondents and reimbursing banks for external trancsactions.



