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Company Profile
•Incorporated in 1987 as a joint venture between the Government and 
private sector

•Pioneer leasing company in Mauritius, 22 Years of Leasing Presence

•Controlled by BAI since 1997 and listed on the stock exchange of
Mauritius (SEM) since February 2004

•First to issue debenture stock in SEM (1990) and first leasing company 
to be licensed by Bank of Mauritius in 1995 as NBDTI.

•Provides finance and operating leases to companies and individuals –
mostly involved in equipment and vehicle leasing 

•Has a well-diversified and balanced portfolio in 18 different sector 
classifications; mainly in manufacturing, construction, traders, personal 
and infrastructure



Mauritian Leasing Industry

2003 2004 2005 2006 2007
Investment in leased assets 
(billion)

5.7 6.5 9.3 10.9 12.3

•11 leasing companies operating in Mauritius, all of them licensed both by the Financial 
Services Commission and by the Bank of Mauritius.
•The portfolio of leased assets stood at MUR 12.5 billion at the end of 2008, up 15% compared 
to 2006 but limited growth in 2008.
•The leasing business is characterised mainly by finance leases (90%) to corporate and retail 
customers.
•Operating leases (10%) remain fairly underdeveloped,
•Vehicles represent around 60% while other equipment account for the remaining 40%



2004 2005 2006 2007
GDP ( million) 152,425 162,171 181,968 206,934
Total national expenditure on plant & 
machinery ( million) 

14,961 16,242 23,343 24,267

Annual leasing volume ( million) 3,200 4,600 5,400 6,100
Market Penetration (%) 21.4 28.3 23.1 25.1
White Clarke/GDP (%) 2.10 2.84 2.96 2.95

Mauritian Leasing Industry

•Penetration ratios shows that Mauritius has a fairly matured market, 
comparable to those of Australia, Canada and the US. 
•Fairly fast pace of evolution in the last twenty years in Mauritius. 
•From finance leases for productive equipment to businesses and extending 
to motor vehicles to businesses and individuals, 
•Finance, Operating and Full service leasing solutions.
•Operating leases remaining underdeveloped

•With the recent regulations in place, indications of amalgamations, 
takeovers and cessations on the horizon. 

•Lessors now exploring cross-border leasing, especially on the back of 
solid “Double Tax Avoidance” treaties with some 34 jurisdictions, but at the 
same time explore Islamic and immovable property leasing. 



Significance of Ijarah (Leasing)
in Islamic Finance
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Leasing Constitutes 5%
of Total Islamic Finance at Global Level



Growing Importance of Ijarah in the 
Islamic Finance Industry



Sukuk Issuance by Year

Sukuk Issuance by year (2001-2007)
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Sovereign Sukuk: 
by Type and Cumulative Issuance (2001-2007)

Sovereign Sukuk by Type and Cumulative Issuance 2001-2007
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Growing use of ijarah in Sukuk issuance



Rationale for BAI/Mauritius Leasing to 
launch Islamic Products / Islamic 
Leasing

Mauritius Banking and Financial Services typically using traditional 
and conventional financing methods.

Difficulty of access to capital specially for those in need of ethical and 
fair methods of financing.

Slow pace in the development and introduction of islamic financial 
products and services in the Mauritian Market since the announcement.

Window of Opportunity given growing importance of Islamic Finance 
and absence of market players to serve a particular market segment / 
need.

Expressed willingness of BAI Leadership to respond to this need of 
the market and as a part of its CSR.

Provide access to alternative financing methods – offer a choice.



Ijarah
It is defined by jurists as: "Possessing of a usufruct for a consideration“ hence the 

concept of use of an asset (other than a consumable!) against payment of rentals 
instead of borrowing money to buy an asset and then using it (use versus ownership).

The principle is as follows: The Company (Lessor) buys an asset and rents its out to its 
client (lessee). The Lessee pays a monthly rental over the duration of the lease to the 
Company. There is no interest (riba) involved but only a rental, just like a car hire, only 
in this case it will be for a longer, defined period.

The company applies a profit on the cost of the asset. The cost + the profit is paid to 
the company in the form of rentals over the duration of the lease.

Ijarah and Ijarah Muntahia Bittamleek are by  nature purely leasing transactions in 
which the subject matter is the usufruct of the asset and not the amount of money as in 
case of typical lending transactions. In other words it is not a “financing” transaction and 
instead, it is a substitute to financing transactions.



Ijarah (ctd)
The leased asset remains in the ownership of the Company (Lessor) over the duration 

of the lease and only its right of usage is transferred to the lessee. 

The Company gives the lessee the first call for buying the asset at the end of the lease 
period (under Ijarah Muntahia Bittamleek). Only a nominal (token) amount is paid to buy 
the asset and this is done under a separate sale contract.

Until the assets to be leased are delivered to the lessee, no lease rental become due 
and payable. (i.e. Ijarah cannot be recorded until the subjected asset is delivered to the 
lessee.)

The Lessor bears the risk and reward associated with the ownership of the asset 
hence insurance cover for e.g. has to be ensured by the Lessor.

Different treatments for Late Payments in case of default. “Overdue interest” cannot be 
charged and recognised as income. Lessor has to ensure prompt recovery action in 
case no arrangement can be reached.

If the lessee contravenes any term of the agreement, the lessor has a right to 
terminate the lease contract unilaterally. However, if there is no contravention on the 
part of the lessee, the lease cannot be terminated without mutual consent.



CUSTOMERMAURITIUS LEASING

The customer approaches the Company (Mauritius Leasing, “Lessor”) with the 
request for Ijarah Leasing and enters into a promise for a lease agreement 
(Offer Letter and Acceptance by client).

The Company purchases the item required for leasing and receives title of 
ownership from the vendor.

The Company makes payment to the vendor.

VENDOR

. .
Agreement-1

Process of Ijarah



CUSTOMERMAURITIUS LEASING

The Company leases the asset to the customer after execution of lease 
agreement which takes place after possession of the asset has taken 
place.

The customer makes periodic fixed rental payments as per the contract 
after delivery has taken place.

At the end of the tenure customer can purchase the asset from the 
Company under a separate Sale agreement at a token price.

VENDOR

. .
Agreement-2

Process of Ijarah



Economic Benefits of Islamic Leasing
1. Islamic leasing necessarily involves real, tangible assets. This ensures and 
strengthens the linkage between the financial sector of the economy and the real sector 
contributing to economic stability. 

There is no proliferation of financial assets without any counterpart in the real sector of 
the economy.

2. Islamic leasing creates a great potential for securitization. Sukuk based on Ijarah can 
potentially be traded in the market,

3. Islamic leasing is especially suitable for some public sector projects (e.g. 
infrastructure). As a matter of fact most of the leasing based sukuk issued recently 
belong to this category.

4. Lease finance is easier to practice as it involves less documentation and takes less 
time to conclude a deal. Unlike lending, it does not generally need collateral (Lessor 
owns the asset!). The physical presence of a tangible asset, the subject of the lease, 
whose ownership remains with the lessor, makes these formalities unnecessary. 

5. Lease finance has some attractive features as the payment obligation of the lessee, 
the rent, is a fixed amount.



- Lack of Past Experience on the market / Trailblazer

- Regulatory framework still new / infancy stage

- Setting up and Functioning of SAB / - On going Compliance 

monitoring 

- Training of Sales, Operations, Accounting and Compliance Staff

- Working “within the Box”

- Educating the Market / Players

- Managing Customer Expectations / Sensitivities

- Stakeholder Groups

- Adoption of Standards / Harmonisation

Implementation Challenges



IFRS vs AAOIFI: 
Irreconciliable Differences?

Two types of leases:
Operating Lease
Financial Lease

Parallels in Islamic leasing
Operating Ijarah
Ijarah Muntahi Bittamleek (Lease ending in transfer of 
ownership)

Transfer as gift
Transfer at a (token) price
Transfer at a price before expiry of lease
Gradual transfer, pro rata to price installments built 
into rent payments. 



IFRS vs AAOIFI: 
Irreconciliable Differences?

the AAOIFI standard (FAS 8) suggests the accounting treatment  
for both Ijarah and Ijarah Muntahia Bittamleek be similar to an 
operating lease transactions with certain exceptions. 

On the other hand, conventional financial institutions, as well as, 
Islamic FIs currently operating in some jurisdictions (e.g. Pakistan) 
are accounting for Ijarah Muntahia Bittamleek as a financing 
transaction, just like finance lease – in accordance with IAS-17.

IAS-17 v/s FAS 8



Future Development 
Roadmap

Structuring using Ijarah 
and potential opportunities



Structuring using Ijarah
The apparently simple and straightforward Ijarah contract 
could be adopted to achieve many ends:

- An Ijarah could be the retail structure of a Sukuk – Al –
Ijara, that permits the originator to raise funds.

- Sukuk holders can potentially trade in the Sukuk certificates 
to enable the liquidity management. 

- Ijarah also a means for unlocking and realizing the capital 
value of an asset to fulfill the working capital needs of an 
organization. 

- An organization that already owns an asset may sell it to 
the financier for immediate funds and continue to use it under 
an Ijarah agreement on payment of periodical rentals.



Structure of a generic Ijarah-Sukuk

Price
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Originator
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(Issuer)
Sukuk

Investors
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Conclusions
Ijarah of central importance in the Islamic Finance Industry

Important for domestic and the global market

Better Penetration of Ijarah would in turn create opportunities 
for other Islamic Financial Products to be introduced

Importance of having clearly defined regulatory framework 
and standards governing the industry

Dialogue and full collaboration between the key stakeholders 
in the industry and the economy

Knowledge Transfer and Training key to capacity building



Thank you


