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DIB PROPERTY FINANCE - JARAH

DIB Property Finance (main product) is based on the
principles of ljarah. Under this product DIB will purchase
a property or an undivided share thereof (the Property)
from a third-party seller or the Customer and then lease
the same to the customer for a certain period of time on
“ljarah Muntahiya bittamleek” basis. At the successful
completion of the lease period, DIB will be obliged to sell
the Property to the customer for a nominal value. To
implement this structure, the following process flow shall
be followed:

1. The Customer approaches DIB with a request to avail
Property Finance and signs an application along with
a Promise to Lease the Property upon DIB’s getting
the title to and possession of the same.

2. Based on this promise, DIB, pursuant to a Sale &
Purchase Agreement, will purchase the Property
from the third party or from the Customer (as the
case may be) at the prevailing market rate.

3. The Property will be owned by DIB throughout the
financing period but may remain registered in the
Customer’s name. However, the Property will remain
mortgaged with the land department in favor of DIB
as a security.

4. After purchasing the Property, DIB and the Customer
will enter into a Lease Agreement whereby the
Customer will take the Property on lease from DIB for
a certain period of time (which shall not be less than
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a year) against rentals determined in accordance with
the Lease Agreement.

The Bank shall obtain an irrevocable purchase
undertaking from the Customer obliging itself to
purchase the Property from the Bank, for the
consideration of the exercise price, upon exercise by
the Bank of the purchase undertaking following an
event of default.

The Bank shall also issue a sale undertaking in favor
of the Customer promising to sell the Property to him
at a nominal price at the successful end of the Lease
Agreement.

DIB, being the owner of the Property, will be
responsible for all ownership risks and rewards of the
Property, however it will appoint the Customer as
Service Agent to perform some of the ownership
duties such as obtaining Takaful cover etc. on behalf
of the Bank under a service agency agreement.

The Customer starts paying the rentals as per the
agreed rental payments and terms of the Lease
Agreement.

At the end of the lease term and upon the Customer
having duly performed its obligations under the Lease
Agreement, the Customer can oblige DIB to sell the
Property to the Customer for a nominal value
pursuant to the exercise of the sale undertaking
(which was provided by DIB in favour of the Customer
at the time of the Lease Agreement). A sale and
purchase agreement shall be duly executed between
the Customer and DIB to conclude this transaction.
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Approved by the ISSC in its meeting No. 298 dated 22 August 2021
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