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Absatrct

Delay Penalties on Affluent Debtors in Qatari Islamic Banks: A Study in Theory and
Application

The subject of this dissertation is the issue of delay penalties on affluent debtors and its
application in Qatari Islamic banks. The overarching problem of this research is the
legitimacy of delay penalties in the Shari’a and their application in Qatari Islamic
banks. This overarching question is answered through five sub-questions: the question
of definitions and terminologies, characterization of the issue in Islamic jurisprudence
and in the law and its influence in the Islamic ruling on the issue, the penalty in light of
the purposes (maqasid) of the Shari’a, and the application of the penalty in Qatari
Islamic banks. The research utilizes an inductive, analytical, and comparative approach
to studying the issue.

The research examines the claim that delay penalties carry both a penal and
compensative nature. It further examines the influence of law on modern Islamic jurists’
opinions on the ruling regarding delay penalties, appraising and discussing the
evidences and arguments of both the side that deems them permitted and the side that
finds them prohibited, while attempting to add an overarching magasidi light to the
subject. The research also includes an examination of the actual application of the issue
in Qatari Islamic banks and its compatibility with standards of the Accounting and
Auditing Organization for Islamic Financial Institutions (AAOIFI).

The research reaches a number of conclusions that include the answers to its questions,
including the following: The use of the term “penalty” in reference to the compensation
of the creditor for the delay of the debtor is incorrect. In contrast to Egyptian Civil Law,
which characterizes delay penalties as statutory compensation and moratory interest,
Qatari Civil Law does not recognize such categories and as such characterizes delay
penalties as judicial compensation instead. Permitters of the penalty were found to have
been influenced by the legal position of allowing compensation on the utility of money
itself (wasted opportunity). The research concludes that delay penalties should be

Islamically prohibited as they are an increase in the debt that is difficult to distinguish



from usury (riba) and, assuming it was distinguishable, remains an easy pretext for
usury. It also involves a certain increase in debt in exchange for uncertain lost benefits,
the application of which would lead to a negative reputation for Islamic banks.
Although they have not been without their own issues, a number of alternatives have
been proposed, of which the researcher has been inclined towards a regulatory solution
through the imposition of regulations that would preserve the rights of creditors while
dissuading the delaying of debts. The solution that was found to be applied in the Qatari
Islamic banks under study was the imposition of delay penalties in the form of
mandatory charity. Its application of the penalties was found to be compatible with
AAOIFI standards. All banks under study were found to cut administrative fees from

the penalties with the exception of Masraf Al Rayyan.
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