Fatwa of the Shari’a Supervisory Board (SSB) On
the Product of Ijarah Muntahia Bittamleek Offered
By Bahrain Islamic Bank (BisB)

Praise be to Almighty Allah, the Lord of all the Worlds,
and peace and blessings be upon our Prophet,
Mohammed, the master of the first and the last, and
upon all his scion and companions.

The Shariah Supervisory Board (SSB) of Bahrain
Islamic Bank approved the ljarah Muntahia Bittamleek
or ljarah with the Promise to own. It also approved, the
residential financing product based on Ijarah Mawsufah
fi al-Dhimmah (described ljarah or forward ljarah) for
customers wishing to acquire a property from property
development companies or from individual owners.

Projects Listed Under the ljarah Product Offered by
the Bank

1. ljarah Muntahia Bittamleek

The lease is associated with the promise to own a leased
property to the lessee at the end of the lease period or
during it. This product is used in ready-made buildings
of all types, whether plots of lands, constructed
buildings or unoccupied buildings, and whether the
constructed building is owned by the customer or by a
third party, and in the event that it is established that
there is a prior contract between the customer and the
owner, then the contract between them is terminated and
the situation is restored to what it was, then the Bank
buys the property from the owner or the third party
under a sale and purchase contract (formal or informal),
and then leases it to the customer by way of ljarah with
the promise to transfer ownership to the customer,
according to rental periods of time which both parties
agreed, and it implement by two cases:

First: the bank owns real estate from the customer and
then leases it back to him, as the customer aims to obtain
cash, and in this case, the lease period must not be less
than one year.

Second: the bank owns a property owned by an owner
who is different from the customer, then leases it as a
lease ending with ownership to the customer, as the
customer aims by this to own the property in the future.

2. ljarah Mawsufah fi al-Dhimmah Muntahia
Bittamleek

It is located on a property to be constructed in the future

with a disciplined description, even if it is not owned

by the lessor, where the Bank finances customers

wishing to construct buildings on plots of land which
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they wish to develop, through ljarah Mawsufah fi al-
Dhimmah Muntahia Bittamleek. Moreover, the Bank
undertakes to construct the building according to the
agreed specifications, and pays the development
amount to the developing company constructing the
building. The Bank delegates the customer to obtain the
required permits and supervise the construction and
follow it up, and it obtains from the lessee customer,
during the construction period, an advance rent under
account, which is included in the actual rental agreed
upon for the building after it is completed, against
entering into an ljarah Muntahia Bittamleek contract.

3. Community Housing Projects

These are the projects that the Ministry of Housing
establishes to own the housing unit for citizens, with the
Ministry guaranteeing a part of the rent. The Shariah
Supervisory Board (SSB) has approved the financing of
this type of project through a under the ljarah financing
with the promise to own in community housing projects
which are provided in association with the Ministry of
Housing. Under this type of financing, the Bank
acquires the building, either partially or entirely, from
its owner or from its developer, after terminating the
previous contract between the buyer (customer) and the
seller, if any. The Bank then gives on lease its share in
the building to the beneficiary lessee and delegates him
in providing the services. The lessee pays the rent for
the building, while the Ministry of Housing undertakes
to pay part of its installments. In case the customer
wishes to obtain an additional finance to add to the
building, the Bank signs a second lease contract with
him for the additional part which is not part of the first
ljarah. Each contract is for a lease of a certain part of
the building in common, and then the Bank sells the
building at the end of the period to the customer for a
token amount.

4. The joint mortgage project

These are projects affiliated with housing finance
provided by the Housing Bank to eligible citizens, with
the possibility of the bank contributing to financing the
remaining amount to equip the housing unit, as the
Shariah Supervisory Board (SSB) approved the
mechanisms and procedures of financing for private
projects, (under what is called paripassu) with the
Housing Bank, and approved the Bank’s entry as party
to financing houses listed in it in case the customer
seeks an additional financing to that extended by the
Housing Bank. This financing is extended through
ljarah with the promise to transfer ownership. Under
this contract, the Bank is a party by giving on lease its

il Al 8 38yl Y DDA (e Lok
Giial) il gal) Cana Jlaall oL Sl & 5k s cclilally
il JS a5 ¢ laall dntiaall dgall skl dlaa pdsy 5 lgle
Ll ol 5 5 4 sllaall el )l &l il g s 3l
58 A el wall 0l (e il Jrany g cdlajlia
ladll 3 52 e crdiad Glual) chat dadia 3 el Sl
sola) die 8 Jaal) Jilia AdleiS) oy liall ggle étll

SladaY) oSl &y Lda 3

sas o) Ll S W1 5 ) 55 Ll ) g )3l A
A5 OQlag¥) G s 31 )l IS5 aa Gidal sall 4 l)
Lapa BA e @ liiall (e g il 138 Jy sl Ayl 3l
ol alasly el elidl ellay Cua cclilailly 2o )l aa 3 laY)
O Giasall 28lal) AE) 2y 0y haa o) AN (e Ada ¢ 3
O 4gpad il oAl g o @&l (sl g iiall
Ay leadlly Ay pdt el jali d) e lGal)
O e OIS 3 ) 5 JiSH ae Jliad) 3 a0 jali
GHlal disal o dsmanll gl 4 ) Al iy Akl
sl OB la) dde dma cli) algd jlEall il 5l
sie JS 3y e IV B aY) 8 Jay o I iyl
il o o8 g sl e Jlall 8 dime i iy
3 e om0 N e 3l Al die laall

& fdal) ca ) g9 ka4
iy Lany Al Al ) @Dl gaill A il oy L3l
b i) Laal e LlSa) e Ggintasall ikl gall S LY
L"\\A'.\r\ L:'\.:\ ‘:\J'\< m“ BJAJS\ .).."P'd. k! “,M._“ ‘ é,\AM ‘_LJJAS
Lo A—alal) ag b dall @il Jy g ) ghad 5 clall Al
(OS—Y) eliy ae (Paripassu < yidall ca ) e
Aa el Sl Jyga 8 Uk il Jsan e il
o sadll e Ll a) My sai o3 lla Jla 8 4be
e 5l aa 3 la ) aiie A e OIS iy (e 7 siadll
Daall (e Al an jualil )k el Jay Gua clilailly

22014 5 58 23 )i a2013/4-2-1/7823 a8 Aued) ) sy 3
Page 2 of 3




share in the building, by way of ljarah with the promise
to transfer ownership. During the ljarah period, the
Bank and the Housing Ministry mortgage their owned
share of the building in their favors by way of co-
ownership until the end of the contract as a security for
payment of the rental by the customer.

Shari’a Rulings Governing Ijarah with the Promise
to Transfer Ownership
The SSB emphasizes that the ljarah with the Promise to
Transfer Ownership operations, with their varying
applications by the Bank according to the projects and
cases, are not deviate from the ljarah with all its Shariah
rulings for the entire ljarah period. The rulings
governing operating lease are applied to them in
principle. However, they are different in that the
lessee’s ownership of the constructed building is
conditional upon the lessee’s payment of a rental which
is more than the prevailing market rent, in exchange for
buying the bank's share, and the customer's share is
estimated from the building in proportion to what he has
paid in case of termination.
The Bank, being the legal owner of the constructed
building, bears liability of its share when the property is
destroyed. It also bears the costs of major maintenance
and insurance of the property.
The SSB also permitted inclusion of a clause in the
contract providing for the promise to acquire the
property from the customer at the end of the term, or a
binding promise by the Bank to transfer the ownership
of the property at the end of the term. However, it did
not permit the bilateral promise by the two parties,
which is Shariah impermissible because it resembles a
concluded contract.
The SSB also permitted the mechanism of transferring
the ownership of the property to the lessee for a token
consideration through a new contract or a separate sale
contract, according to AAOIFI standards.
The SSB also permitted the Bank to collect a one-off
administrative fee representing a percentage of the
financing amount against the efforts made and the
services rendered.
The customer is committed, in case of late payment of
the monthly installment, to pay a donation of a certain
percentage of the installment to charities, which the
Bank pays to charities under the SSB’s supervision.
Allah the Almighty knows better.

Allah’s peace and blessings be upon our Master,

Mohammed, and upon his scion and companions.
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