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The ISSC reviewed the structure and documentation
related to the product “Tjara of Under Construction
Asset by way of [jara ending on ownership (Forward
Ijara)” (the ‘“Product™) offered to customers by
Ajman Bank (the “Bank”) and hereby issues the
Sharia pronouncement based on the structure and

documentation provided in this pronouncement.
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With reference to the Higher Sharia Authority
resolution and UAECB Notice related to adoption of
Sharia Standards issued by the Accounting and
Auditing  Organization for Islamic Financial
Institutions, the product has been reviewed and
prepared in line with the AAOIFT Sharia Standards.
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Y UAECB Notice CBUAE/BSD/N/2018/1369 — HSA Resolution: 18-3-2018, dtd:4/7/2018

2 Sharia Standards (1-61). 2022

Bittamleek”;

AN

Incomplete Performance;

Shari’a Standard No. 53 “Arboun”;
Shari’a Standard No. (54) “Cooling-Off Option”;
Sharia Standard No. (5) “Guarantees”;

Commissioned Agent”;
Shari’a Standard No. (37) “Credit Agreement”;
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Applications”;
Other standards

AN

v Sharia Standard No. (09) “Tjarah and Ijarah Muntahia
Sharia Standard No. (11) “Istisna and Parallel Istisna™;

Shari’a Standard No. (49) “Unilateral & Bilateral Promise”;
Shariah Standard No. (51) “Option to revoke contract due to

Shari’a Standard No. (52) “Options to Reconsider”;

Shari’a Standard No. (23) “Agency and the Act of Un-

Shari’a Standard No. 39 “The Mortgage and its Contemporary
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Application stage:

The customer submits an application to the Bank
stating in detail of all the specifications of the assct he
wants to construct.
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Purchase stage (the Bank owns the asset or the
usufruct):

The Bank must own the land on which the property
will be built or rent it from its owner. Accordingly,
the Bank, before initiating the contract and after
obtaining the necessary guarantees/ collaterals from
the customer, must do the following:

* Buying the land on which the property is to be
built from its owner (whether the customer is the
owner or owned by others),

o Or renting the land from its owner (e.g. Musataha)
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Registration of Asset:
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In the event that the Bank purchases the asset from its
owner, it is preferred to register the property in the
name of the Bank, but in some cases the property can
be kept registered in the customer name as a Wakil on
behalf of the institution, and in this case the property
must be mortgaged in favor of the Bank with the
relevant authorities to ensure that the customer will
not be able to dispose of the property owned by the
Bank without its permission.
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Conclusion of the Istisna contract:
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The Bank concludes an Istisna’ contract with the
customer to make him a contractor to build and
construct the property for the benefit of the Bank
(Al-Mustisna’).

In the event that the owner of the land is the
customer, it is permissible to purchase the land
and property described in the Istisna’ contract
without the need for a separate purchase contract
for the land.

In the event that the land owner is a third party,
the land must be purchased with a separate
purchase contract, and then enter into the Istisna
contract with the customer for building and
construction.

In the event that the customer has entered into a
purchase and construction contract with a
developer, all rights in the Istisna contract must be
transferred from the customer to the Bank, by
entering into a Tripartite Agreement under which
the Bank, with the consent of the developer, will
replace the customer in the Istisna contract in all
rights and obligations. The tripartite agreement
must be compatible with the provisions of Islamic
Sharia.
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The stage of concluding the Forward Lease:
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The customer with the Bank concludes a Forward
Lease contract ending with ownership to lease an
under-construction property from the Bank with
the specifications mentioned in the contract for a
specific period, provided that the lease and
entitlement of the rent begin at a an agreed date in
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future coinciding with the Bank receiving the
property from the contractor (the customer),
where the Bank shall hand over the same to the
customer for usufruct.
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e The rental includes the capital incurred by the
lessor in purchasing the asset (the fixed
component) and the return of the Bank (the profit)
during the lease term (the variable component).

Gl o1l G a sl bakiJle ul )3 2 W JaZs -
50 A () el il 5 (il paiall)
(osdl paiall) 3 laY)

e The Bank, in agreement with the customer, has
the right to receive an advance rental or periodic
rent under the account during construction period,
but the rent does not become owned by the Bank
until after the property is handed over to the
customer and enables him to benefit from the

Usufruct.
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e The customer submits a unilateral purchase
undertaking in favor of the Bank to purchase the
property from it in cases of breach/ default or
early termination of the lease by the customer, by
concluding a purchase contract with the Bank at
the time of breach or early termination of Ijara
contract at the price stipulated in the customer’s
purchase undertaking.
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¢ The Bank submits a unilateral Sale Undertaking
to sell the asset after full and final settlement of
rentals and due amounts as per the agreement; or

e Enter into a Conditional Hiba (gift) Contract to
gift the asset to the customer subject full and final
settlement of rentals and due amounts as per the
agreement.
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¢ The ownership of the asset could be transferred to
the customer by the Bank in any Sharia compliant
way mentioned above.
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e The Bank (as Mustasni’e) pays the Istisna
Purchase Price to the contractor (the customer) as
agreed in the Istisna contract.

e It is permitted to transfer the construction cost in
tranches to the contractor appointed by the
customer based on progress certificates as per the
agreement with the customer.
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e After completion of the construction of property,
the customer (Sawi’e) hands it over physically or
constructively to the Bank (Mustasn'e). Then the
Bank (the lessor) notifies the customer (the
lessee) to take possession of the property to start
the lease contract, and then the lease applies, and
the customer pays the rent according to the
payment mechanism agreed upon in the Forward
Lease Contract.
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e The asset can be owned by the client by any
Sharia compliant way, including the following:

a. Concluding a Conditional Hiba (gift) Contract
contingent upon the condition of the customer
paying all dues incurred by him under the lease
contract, or by suspending the gift upon the
fulfillment of that condition, or

b. Concluding an independent sale contract
transferring the ownership of the property to the
customer in implementation of the Bank’s Sale
Undertaking at a symbolic price in the event that
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he fulfills all his obligations under the lecase
contract,

The customer, as a lessee, is responsible for the
operational and periodic maintenance of the
property throughout the lease term. As for major
maintenance and insurance, it is the responsibility
of the Bank, and the Bank can authorize the
customer to carry out insurance and major
maintenance at its expense, by concluding a
service agency contract with the customer. The
amount of insurance and maintenance may be
added to the rental amount of the next period’s rent
within the supplementary rent, It is also possible
to keep part of the due rent with the lessee to carry
out the above-mentioned functions on behalf of
the Bank.
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Contracts and documents:

1.

Asset Purchase Contract or Land Usufruct Lease
(Musataha) in case the land is owned by a third
party (between the purchaser “the Bank™ and the
seller “the owner™).

Tripartite Agreement in case the property to be
constructed by a developer (between the seller
“developer” and the first purchaser “the customer”
and the final buyer “the Bank™).

Agency Agreement to appoint the customer as the
Bank agent for purchase of property from the
owner in case owner is not willing to sell it to the

Bank.
Istisna’ contract (between the customer “the

Sani’e” and the Bank “Mustasni’e”™).
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10.

11.

Forward Lease Contract (between the Bank
“Lessor” and the customer “Lessee”)

Title Agency Contract to register the property in
the name of the agent (between the Bank as the
owner of the property (the principal) and the
customer (as the agent)

Service Agency Contract (between the Bank, the
owner of the property as a principal, and the
customer as an agent for services)

Conditional Hiba (gift) Contract dependent on the
condition of full payment of the dues under Ijarah
contract (between the Bank (the giver) and the
customer (the beneficiary).

Unilateral Purchase undertaking issued by the
customer to purchase the property from the Bank
in cases of breach/ default or early termination of
the lease by the customer under an independent
sale contract).

Unilateral Sale Undertaking issued by the Bank to
sell the property to the customer in case of full
rental and due amounts payment as per the Lease
Contract,

Sale Contract to transfer the ownership of the
property from the Bank to the customer exercising
the purchase undertaking or sale undertaking.
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ISSC Resolution:
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We hereby declare and pronounce that the above

structure and documentation in respect of the product

“Ijara of Specific Ready Asset by way of Ijara
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Muntahia bi Tamlik” offered by Ajman Bank comply
with the provisions and principles of Sharia. The
product is complying with the Sharia standards issued
by AAOIFL

And Allah knows what is right.
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