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Shari'a Certificate

Under-construction Property
Finance via

Forward ljarah Ending in
Transfer of Ownership

At ADIB (the “Bank”), Under-construction
Property Finance, via Forward ljarah Ending in
Transfer of Ownership (Muntahia Bi Tamleek), is
executed according to the overall Shari'a steps
given below:

« The customer submits to the Bank an
application for under-construction property
finance, whereby he provides descriptions
that specify the property and its cost.

% The customer extends to the Bank a binding
promise to take the property on lease from
the Bank via ljarah Ending in Transfer of
Ownership. Such a lease will be done after
the Bank constructs the property and takes
it in Bank's risk.

% The Bank enters into the Istisna

(construction) contract with the contractor
or with the customer himself (either as a
contractor or buys it from the developer) to
construct the property. The latter purchase
can be done via tripartite agreement signed
by the developer, the customer and the
Bank if the customer has purchased the
property from the developer and pursuant
to this agreement, the existing contractual
relationship between the developer and the
customer is terminated and is replaced by a
direct relationship between the developer
and the Bank. Specifications of the
property, that negate any absence of
knowledge, purchase price, pattern of
payment, delivery date shall be specified in
the contract. Upon the specified date of
delivery, the Bank shall receive delivery of
the property.
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Pursuant to Forward ljarah contract, the
Bank leases the property either for specified
rental payments or for variable rental
payments in line with the Shari'a rules of
variable rent. Specifications of the property,
the tenure of ljarah, dates of settling the
rental payments, the date of delivery of the
property and effective date of ljarah shall be
specified in the contract. As per Shari'a, this
contract can be signed before to or after the
previous contract (Istisna contract).

The Bank promises the customer a binding
and a stand-alone promise to sell the
property to the customer at the end of
ljarah tenure for a price as stated in the
promise or as per the manner determined in
promise. Also, the customer promises the
Bank to purchase the property from the
Bank in specified cases, which include
failure to settle any of the rental payments,
and the price is determined as per the
manner indicated in the promise.

Pursuant to an independent contract, an
agreement will be made with the customer
to appoint him as an agent to provide
property services on the account of the
Bank, such as: basic (major) maintenance
and repair and insurance of the property.
However, ordinary maintenance and repair
shall be the responsibility of the customer
(i.e., the lessee) and it shall be on the
account of the customer. The Bank can by
itself obtain Takaful insurance for the
property and include what is equal to
insurance premium in the rent from the
outset of the contract.

An agreement can be made with the
customer to pledge the property as a
security to avoid disposal of the property by
the customer (because usually the property
shall be formally registered in the name of
the customer), and the Bank may agree
with the customer on any securities, which
are acceptable as per Shari'a, to guarantee
settlement of the outstanding rental
payments.

Upon the end of ljarah and settlement by
the customer of whatever owed by him, the
Bank shall act upon its promise to sell by
selling the property to the customer
pursuant to an independent contract. In
case the sale contract was not signed within
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a specified period then ownership of the
property shall transfer to the customer
pursuant to a gift contract from the Bank.

Review was made of the modus operandi of the
Under-construction Property Finance (via ljarah
Ending with Transfer of Ownership), the
contracts and documentation used in
execution, and they were found to be
acceptable as per Shari'a and are in line with the
resolutions of the Higher Shari’ah Authority (at
the Central Bank of the UAE) and in compliance
with the Shari'ah Standard No. (9): ljarah and
ljarah Muntahia Bittamleek, and other related
Shari'ah Standards issued by the Accounting &
Auditing Organization for Islamic Financial
Institutions (AAOIFI).
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