Fatwa of the Shari’a Supervisory Board (SSB) On
the Product of Musharaka For Residential
Financing 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.

Definition of Diminishing Musharaka for
Residential Financing

The Bank, in its capacity as common partner in the
project, provides financing to those wishing to obtain
residential or investment financing, and has a share in
the profit, as agreed, while bearing losses in
accordance with its proportion to the capital.

The Shariah Supervisory Board (SSB) of Bahrain
Islamic Bank approved the Diminishing Musharaka
Product. At the same time, it approved Musharaka
financing for customers wishing to obtain housing or
investment financing for properties, whether under
construction from property development companies,
or ready-made properties, or by participating in an
investment project, and sharing profit according to the
partnership agreement, while losses are borne in
accordance with its contribution to the capital,
considering that the diminishing musharaka is an
ownership partnership. It approved the mechanism
and procedures of executing partnership.

Mechanism of Implementation
The mechanism of implementation of diminishing
musharaka is as follows:

1. The Bank and the customer jointly purchase a
property owned by a third party, or the Bank
jointly owns the property with the customer
owning it in common.

2. The musharaka capital is distributed between
them according to their respective shares.

3. The bank implements the partnership through
participation and then leasing for the entire
period, so that the customer pays the bank’s share
instilments throughout this period. Taking into
account the paid installments within the property
that is taken into account in the fare, so that the
bank’s shares gradually decrease, and the
customer’s shares gradually increase in return.

4. The Bank sells its share to the customer in the
form of one lump sum, under separate contracts
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from the musharaka against the market price or
for a price agreed between them, at the end of the
term or upon early settlement. The Bank may
also give on lease its remaining share to the
customer to benefit from its share for no
consideration.

5. Musharaka terminates automatically on the
expiry of its period or when the price of the last
sold share is received.

6. Each party undertakes to bear the costs of major
maintenance and insurance for its respective
share in the property, and they may appoint each
other agent to undertake such maintenance and
insurance.

Promise to Buy

The Bank may ask the customer to give a promise to
buy its share in the ownership of the property at the
times agreed upon against a price to be agreed upon at
that time, or against the market price, accompanying
the diminishing musharaka contract. This contract is a
binding promise on one party, and it is not a prohibited
bilateral promise.

Administrative Fee

The SSB decided that it is permissible for the Bank to
charge a one-off administrative fee, as a percentage of
the financing amount contributed in the musharaka,
against the efforts made and the cost of the services.

Late Payment

The customer is committed, under the contracts
concluded between it and the Bank, in case of late
payment of its obligations, to pay a donation of a
certain percentage of the installment due from him, on
sale or on giving the shares on lease. The Bank pays
this amount to charities under the SSB’s supervision,
after deducting the actual expenses directly.

The bank also has the right, when the customer is late
in paying the share rental instalment, to impose the
rent for the shares that the customer did not purchase,
and it is due to the bank in its entirety because the
customer has benefited from it in full.

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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