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________________________________________________________________________ 

 

 

Background 

 

 

1. You have requested our preliminary legal advice on possible legal structures and 

options that may be available to AUB under Lebanese law in the context of AUB’s 

“Neighborhood Initiative” concerning the creation of affordable rental and/or 

ownership dwellings (hereinafter referred to as “Units” or “Housing Units”) for 

AUB’s employees especially AUB faculty members (hereinafter respectively referred 

to as “Employees” and “Faculty Members”, and collectively referred to as “AUB 

Members”; and the project referred to as the “Neighborhood Housing Project” or 

the “Housing Project”). 

 

_____________________________________________ 
 

E-mail: nada_abdelsater@post.harvard.edu;  

Mobile: +961 3 36 36 63  
Address: Achrafieh, Alfred Naccache street, Sehnaoui Center, 1st floor, Beirut, Lebanon 
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2. You have requested that the following elements be taken into account upon exploring 

available options: 

(i) The Housing Project should provide AUB Members with the possibility 

to use/occupy the premises either as owners or otherwise (for example 

as tenants or holders of a right of occupancy and so forth) and such at 

least for as long as the concerned Member continues to qualify for the 

Housing Project (for example as long as a Faculty Member teaches at 

AUB or any other conditions that may be determined by AUB as part of 

this project).  

(ii) The Housing Units are intended to be principally occupied by AUB 

Members (or other related persons qualifying as beneficiaries of the 

Housing Project). However, AUB may decide as part of its 

Neighborhood Initiative vision and policy that the Housing Project 

would also include other occupants who are not directly affiliated to 

AUB. For example, this may be the case if AUB elects to purchase (or 

otherwise include in its project) existing buildings that are partly 

occupied by “sitting tenants”. In such case, part of the Units would 

continue to be occupied by the said “sitting tenants” who have no direct 

affiliation to AUB. 

(iii) It is preferable to provide AUB Members with the option to capitalize 

on their investment in the Housing Project instead of merely paying 

irrecoverable rental fees. 

(iv) The Housing Units should constitute a realistic option to AUB Members 

with the purpose of encouraging them to live in the neighborhood of 

AUB (ideally at walking distance from AUB). 

(v) Housing should remain affordable in perpetuity. In other terms and to 

the extent possible, the concerned housing unit should not be part of the 

speculative real estate market.  
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(vi) AUB is to maintain some control over the management and transfer of 

the Housing Units. The extent and nature of such control are to be 

determined by AUB at a later stage. This will depend notably on 

whether AUB elects to implement the project as one or more “housing 

compounds” on a relatively sizable land (or lands); or whether AUB 

elects to purchase Housing Units geographically scattered in AUB’s 

vicinity. 

(vii) The Housing Project should take into account the status of AUB as a 

not-for-profit organization. However, this does not necessarily mean 

that the Project it self would be a not-for-profit project.  

(viii) The Housing Project should preferably consider structures that 

minimize taxes. 

 

Unresolved Matters 

3. Several matters remain unresolved and have yet to be decided upon by AUB, including 

notably the following: 

(i) Who will be the beneficiaries of the Neighborhood Housing Project: Is 

it AUB Employees, Faculty Members, relatives/heirs of each of the 

aforementioned categories? 

(ii) For how long would the said beneficiaries be entitled to benefit from the 

Neighborhood Housing Project? Does this benefit end with the end of 

the professional relationship with AUB or does it remain in perpetuity? 

(iii) Will the Housing Project include “sitting tenants” or other occupants 

who are not AUB related, and if so under what conditions? 

(iv) Will the Housing Project be centralized in one or more “housing 

compounds” or will it be focused on encouraging scattered or non-

concentrated housing of AUB Members throughout AUB’s vicinity?  

(v) Does AUB favor rental arrangements or arrangements with “occupancy 

rights” or does it favor “ownership” arrangements whereby AUB 

Members are granted property ownership rights?  
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(vi) In this latter case to what extent and under what conditions should the 

Unit remain outside the speculative market and what is really the 

economic value of a property right over a property that may not be sold 

in the speculative market? For example, would AUB consider setting a 

“cap” on the selling value of the concerned units or limiting the identity 

of the persons to whom a Unit may be sold or otherwise? 

 

Memorandum 

4. This memorandum aims at providing AUB with legal guidance on various legal 

vehicles and structures that may or may not be adopted by AUB under applicable 

Lebanese laws. 

 

5. This memorandum is not intended as a comprehensive legal analysis and should not be 

read as such. This memorandum aims at generally determining whether Lebanese laws 

and regulations may accommodate AUB’s Housing Project and highlighting issues that 

require special attention by AUB and its decision makers when deciding on how to 

proceed with the contemplated project. For example, issues such as creditor-debtor 

relationships and the risks to which a Unit’s status may be exposed as a result of 

exercise by the Members’ creditors of some of their rights are beyond the scope of this 

memo and should be analyzed at a later stage. 

 

6. Thereafter and following AUB’s general “in principle” decision to proceed with the 

Housing Project, we shall assist you in answering several unresolved matters and set 

forth a clear housing policy with the corresponding detailed legal analysis that will 

enable AUB to develop a clear action plan including a determination of associated 

fiscal and legal costs.  

 

7. This memorandum will be structured as follows: we shall first exclude some legal 

vehicles usually applied in other parts of the world in similar projects but that are not 

possible under Lebanese law (Section I). Then, we shall address the legal options 

available to AUB from three perspectives namely: options concerning the legal 
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relationship of AUB Members to the relevant Unit (Section II), mechanisms for 

granting affordability in perpetuity and/or AUB’s control over the Units (Section III), 

and finally legal entities that may be created for the implementation of the Housing 

Project (Section IV).      

 

8. Throughout this memo and wherever we refer to AUB (as the owner or initiator of the 

Housing Project), this should be construed as a reference to AUB or any other legal 

entity(ies) that AUB may constitute for the implementation of the Housing Project. 

 

Section I – Limitations of Lebanese Real Estate Law  

 

9. During our meetings, you have inquired on the validity of various legal options 

available in other legal systems such as the separation between ownership of the land 

and ownership of the buildings erected thereon, the possibility of constituting a land 

trust, as well as other options that may be familiar in other parts of the world. Many of 

the said options are not available “as such” under the Lebanese legal system. In this 

respect, we find it useful to point to some essential concepts under Lebanese law. 

 

10. Separation of Land and Buildings. Since 1930 the Lebanese legal system prohibits 

separation between ownership of the land and ownership of the buildings erected 

thereon. Therefore since 1930 the owner of the land may not be a different person than 

the owner of the buildings erected thereon
1
. 

 

11. Trust. The Lebanese legal system does not allow for the creation of a trust. The most 

similar concepts to a trust under Lebanese law are the concept of “Wakf” on one hand 

and the concept of “fiduciary agreements” on the other hand. Whilst fiduciary 

contracts may not be entered into on immovable rights
2
, the “Wakf” may specifically 

concern real estate property and may possibly provide interesting alternatives to 

AUB’s Housing Project. However the Wakf concept is very complex and requires a 

                                                 
1
 In the past, this was referred to under Lebanese law as the right to the “surface” of the property Hak al 

Sathiya. Theoretically, some “Sathiya” rights may still subsist today if they were created prior to 1930.  
2
 Article 3 of Law 520 dated June 6, 1996. 



 

 
NAS March 21 08 

6 

separate in depth analysis once all parameters of the Project would have been decided 

by AUB
3
. For your information, the Wakf is defined as a legal act pursuant to which 

the owner of a property the “Wakeef”
4
 (the Wakf creator, equivalent to the Constituent 

in a trust) “immobilizes” a property and such either (i) for a charitable or public 

purpose
5
 or (ii) for an individual (nuclear) purpose

6
 or (iii) for a mixed purpose

7
. The 

Wakf creator appoints a manager (Kayyim)
8
 to manage the Wakf. The charitable wakf 

is perpetual and indefinite whilst the individual wakf may be held for two generations. 

Because of its close association to religious institutions and religious courts, the 

charitable Wakf concept requires further in depth analysis if it is to be contemplated by 

AUB. It should be noted that once a wakf has been created over a property, such 

property becomes in principle non-sellable and non-transferable but specific contracts 

may be entered into thereon for example for the purpose of giving a third party the 

right to use the property
9
. Concerning the individual Wakf, and because of its non-

perpetual nature, it may not be appropriate for the purpose of AUB’s project. This may 

be more firmly confirmed once all parameters of the project are defined by AUB. 

 

12. Personal Servitude or Easement. Servitudes for the benefit of a named person (whether 

a natural or legal person) are not permitted under Lebanese law. However, under 

Lebanese law a servitude may be constituted on one property (“the servient property”) 

in favor of another property (“the dominant property”). The owner of the “dominant 

property” enjoys the benefit resulting from the servitude in his capacity as owner of 

such “dominant property” and not in his personal capacity; the servitude right being 

incident to the ownership of the dominant property
10

. For example, property A 

(“servient property”) may be encumbered with a servitude in favor of property B (the 

“dominant property”) pursuant which the owner of property A (the “servient 

                                                 
3
 For your information, we are attaching draft preliminary internal notes in Arabic summarily describing the 

Wakf concepts in general. 
4
 الواقف 

5
 الوقف الخيزي أو الوقف الديني 

6
 الوقف الذّري 

7
 Farah AbiRashed, Al Wakf, 1966 page170 and Edouard Eid, “The Original Real Estate Rights” Part II, 

paragraph 414 p. 279 
8
 القّيم 

9
 عقد االجارة الطويلة واالجارتين 

10
 Principal Real Property Rights (Al houkouk al Aayniyah Al Assliya), by E. Eid, T. II page 95 and 

sequential. 



 

 
NAS March 21 08 

7 

property”) may not erect any building in excess of 20 meters. Or, the servitude may be 

such that the owner of plot B –regardless of the identity of this owner- is permitted to 

do certain actions on plot A (the “servient property”) such as the right to pass through 

plot A. But under Lebanese law, the servitude may not be in favor of a named person 

in its personal capacity. Therefore, in the previous example, if plot B is sold, the old 

owner will immediately cease to benefit from the passage right over plot A and this 

right is automatically transferred to the new owner of plot B. 

 

13. In light of the above limitations of Lebanese law, we may suggest possible alternatives 

and creative legal mechanisms that may be of assistance upon structuring the Housing 

Project. These shall be addressed in the following three sections as follows: 

- Section II: options concerning the legal relationship of AUB 

Members to the relevant Unit; 

- Section III: mechanisms for ensuring the Units’ affordability in 

perpetuity and/or AUB’s control over the Units; and 

- Section IV: legal entities that may be created for the 

implementation of the Housing Project. 

 

Section II – Options concerning the legal relationship of AUB Members to the 

relevant Unit 

 

14. Ownership. Obviously, the most “straightforward” legal relationship for ownership of 

a Unit is ownership itself (le droit de propriété). In such case restrictions or other tools 

may be considered in order to maintain some control for AUB over the said Unit 

(Section III provides a summary overview of possible restrictions/tools). Alternatively, 

Members may hold the Units as purchasers under a “pledge by transfer of ownership”, 

or they may occupy the Units as holders of an “occupancy right”, or a “lease with 

option to buy” or as tenants under a rental contract
11

.  In this memo we shall not 

address the traditional “ownership” and “rental” rights given that AUB is already 

                                                 
11

 Additionally, we are still exploring the relevance of structuring occupancy rights as a “long term lease”, 

and the possibility to structure occupancy rights as part of a Wakf structure with or without some separation 

between ownership of the land and ownership of the Unit. 
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familiar with such issues, noting that we stand ready to provide you with more details 

thereon should you wish to instruct us in this respect. 

 

15. “Pledge by transfer of ownership” or “sale in lieu of payment” (Nantissement Par 

transfert de propriété). This mechanism comprises the sale of a property with the 

seller’s right to repurchase the property in return for reimbursement of the price at any 

time or upon expiry of the specified date. This mechanism also grants the purchaser the 

right to reimbursement of the price upon returning/redemption of the property
12

. 

 

16. Under this mechanism and subject to further analysis, AUB
13

 may acquire the Units 

and later “transfer” such Units to AUB Members in return for payment of an “upfront 

amount” by the said Member according to special financing mechanisms. AUB shall 

then have the option to re-purchase (or buy-back) the Unit for a pre-determined “re-

purchase price” and pursuant to pre-determined conditions; and the AUB Member 

shall have the right to re-deem or re-sell the Unit back to AUB according to a pre-

determined  “redemption price” and pre-agreed terms and conditions. The “redemption 

or repurchase price” may be calculated as the “up front amount” increased by a 

specific factor.  

 

17. In our opinion, this mechanism may be of interest to the Housing Project and should be 

further analyzed
14

 especially if the Units are to be acquired by a tax exempt vehicle 

whereby the sale and re-purchase between the vehicle and AUB Members would be 

exempt from taxes and registration fees (please refer to the section on Housing 

Cooperative under Section IV below).  

 

18. Please note that this is different from the “sale with a buy-back option” (vente à 

réméré) stipulated in article 473 of the Lebanese Code of Obligations and Contracts 

                                                 
12

 Article 91 of the Real Estate Law 
13

 Or another special legal vehicle created by AUB 
14

 Issues requiring further analysis include inter alia the implications of the creditor-debtor relationship 

under this mechanism. Indeed, the legal vehicle having sold the Unit to the AUB Member with the right to 

buy it back, would technically be the debtor of the said AUB Member. Implications and risks of such debtor-

creditor relationship are to be further analyzed. 
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where the sale option is limited to three years. Moreover unlike the vente à réméré, the 

“pledge by transfer of ownership” is a real property right registered in the Real Estate 

Registry.  

 

19. “Occupancy Right” or “Usufruct”. Article 32 of Real Estate Law defines this right as a 

real property right granted to a person giving him/her the right to use another’s 

property. In such case, AUB may (directly or indirectly) retain the basic right of the 

Unit’s ownership or “mere ownership” (nu propriété) and grant the AUB Member the 

right of occupancy (droit d’usage ou usufruit). This option presents a major obstacle in 

that the right of occupancy expires automatically upon death of its holder (the AUB 

Member).  

 

20. This option also presents another disadvantage in that the right of occupancy subsists 

in the person of its initial holder. As such, even if the holder of the right of occupancy 

sells or transfers its right to a third party, the said initial holder shall remain liable 

towards the  “mere owner” and the right of occupancy shall terminate upon death of 

the initial holder (and not the transferee or the new holder of the right of occupancy). 

 

21. Lease with the Option to Buy. AUB may wish to provide for a financing structure 

under a contract of lease entered into with the AUB Member with the option for the 

said member to purchase the property within specific terms and conditions. This 

contract may be drafted as a special type contract that does not fall under the category 

of traditional “rental” contracts. 

 

 

Section III – Mechanisms for ensuring the Units’ affordability in perpetuity and/or 

AUB’s control over the Units 

 

22. Servitudes. AUB may wish to put restrictions on the Housing Units in the form of 

servitudes in favor of the plot of the current AUB campus. Whilst AUB itself (as a 

legal entity) may not be granted a “servitude right” in the name of AUB, AUB may 
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nevertheless benefit from a “servitude” on the Units in AUB’s capacity as owner of the 

plot where AUB’s campus stands.  

 

23. Indeed, under Lebanese law, the Units may be encumbered by a “servitude” providing 

for specific restrictions/rights in favor of the plot where AUB’s campus is located. The 

nature of these restrictions and whether they may be registered as “servitudes” should 

be further analyzed under prevailing court precedents and authors’ writings. In 

addition, we may inquire with the Real Registry (on a no name basis) on their current 

interpretation and policy concerning registration of such servitudes. We suggest that 

such verification be undertaken in light of AUB’s decision on the types of restrictions 

sought.  

 

24. Examples of restrictions to be further analyzed include: restrictions on the category of 

residents (or owners) who may occupy/own the Units (university professors, persons 

employed by employers within a radius of X meters…), the type of use of such Units 

(residential, commercial…) and so forth
15

. For example, servitudes may be established 

by housing cooperatives as a pre-condition on sale of the Units
16

 (for a brief 

introduction to housing cooperatives, please refer to section IV of this memo). 

 

25. Servitude rights fall under the category of “real property rights” and may be structured 

as perpetual rights. As such, (and subject to further analysis as to the types of 

restrictions that may be structured in the form of servitudes in favor of the owner of 

AUB campus), servitudes may constitute an interesting legal option for AUB to 

consider when structuring the Housing Project. 

 

26. Shifa’a Pre-emption Right. Whilst personal servitudes and absolute sale or resale 

restrictions are not usually permitted under Lebanese laws, we suggest under this 

                                                 
15

 Principal Real Property Rights (Al houkouk al Aayniyah Al Assliya), by E. Eid, T. II page 107 (as 

translated by the author of this memo): Has been deemed to constitute a servitude right and not a right of use, 

with regard to the fact that the benefit or the encumbrance is closely linked to the purpose for which the 

dominant plot is destined. 
16

 Ibid, page 109. 
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paragraph a structure that would enable AUB to have the right to purchase the Units by 

priority in the event of sale of such Unit to a third party.  

 

27. Lebanese law provides for a special perpetual “pre-emption right” ( حق الشفعة)  in favor 

of the co-owners (co-shareholders) of any single real property. In brief and pursuant to 

this right, whenever a single property is indivisibly co-owned by more than one person 

(co-shareholder), each of the said co-owners has the right to purchase the other co-

owner’s share in the property. As you may know, under Lebanese law, each real 

property (in this case each Unit) is divided into 2400 shares. When a person purchases 

a real property, the said person usually purchases 2400 shares of such property. In 

some situations, a property may be purchased or owned by more than one person (co-

shareholders). In this case, each co-owner will own a number of shares out of the total 

2400 shares.  

 

 

 

28. Decision 3339
17

 dated 12/10/1930 as amended by Law 461 dated 31/08/1995 

(hereinafter the “Real Estate Law”) grants each co-owner a special pre-emption right 

over the shares of the other co-owners upon sale by any co-owner of its shares to a 

third party.  

 

29. This is referred to as the Shifa’a pre-emption right and is defined by article 238 of the 

aforementioned law as follows:  

“The pre-emption (Shifa’a) is a right granting its holder the right to take away 

(acquire for oneself) a sold property from its purchaser in the conditions and terms as 

prescribed in the following articles”. 

 

30. Therefore, if AUB retains the ownership of a single share in each Unit, AUB shall 

benefit from the Shifa’a right. Instead of selling the AUB Member all 2400 shares of a 

specific Unit, AUB may sell them 2399 shares. Therefore, instead of owning the Unit 

                                                 
17

 Article 238 of the said Decision 
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100% the Member will own 99.958% of such Unit, with AUB retaining ownership of 

the remaining 0.042% only for the purpose of securing AUB’s right to purchase the 

Unit if and when the Member sells it.  

 

31. The terms, conditions and modalities of exercise of the pre-emption right (Shifa’a) are 

stipulated in the aforementioned Law and summarily include the following: 

- The Shifa’a pre-emption right may only be exercised in the event of a sale or 

donation with consideration. 

- The Shifa’a pre-emption right is exercised against payment of the same sale price 

as paid by the purchaser in addition to reimbursement of registration and ancillary 

costs.   

- The Shifa’a preemption right is perpetual and does not lapse; however, the Shifa’a 

beneficiary may not exercise such right against the new buyer in the following 

situations as set out in articles 244s: 

o If the beneficiary co-owner waives such right. 

o If the beneficiary co-owner fails to exercise such right within ten days of its 

official notification of the same. 

o If the beneficiary co-owner fails to exercise such right within one year as of 

registration of the Unit in the Real Estate registry in the name of the new 

buyer.  

 

32. The Shifa’a pre-emption right may not be exercised against a person having acquired 

the 2399 shares by a property exchange or in the event of sale between spouses or 

ascendants, descendants, brothers or sisters (the “exempted purchasers”). However, the 

Shifa’a right itself is perpetual for as long as ownership of the share remains in the 

hand of the co-owner who may still exercise its Shifa’a pre-emption right against any 

third party purchaser that may later purchase the Unit from any of the said “exempted 

purchasers”.  

 

33. Whilst other available mechanisms such as the “promise to sell” (also referred to as 

“option to sell”) are limited in time (the promise to sell is limited to 15 years), the 
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Shifa’a pre-emption right is perpetual and provides additional security concerning 

control over the sold property without directly affecting its price. Therefore, Shifa’a 

rights should seriously be considered by AUB possibly in addition to other 

mechanisms so that AUB benefits from both the Shifa’a right and the said other 

additional mechanisms such as the servitude, the option to sell, limitations in the co-

ownership regulation, restrictions in the sale contract, or other.  

 

34. “Promise to Sell”. AUB may be granted an option to purchase the Unit by virtue of a 

“promise to sell” agreement pursuant to which the owner of the Unit undertakes to sell 

such Unit to AUB upon AUB’s request according to the terms and conditions agreed 

upon by the parties in the said “promise to sell” agreement, noting that the period 

during which the option may be exercised may not exceed fifteen years. This legal 

mechanism has the advantage of prohibiting the sale of the Unit throughout the term of 

the option. In fact, the owner may not throughout such period institute any real 

property rights on the said Unit to the exception of a mortgage (hypotheque).  

 

35. The major disadvantage of this mechanism is its limitation to 15 years only. This may 

generally be addressed by adopting a “sell or renew” policy whereby AUB would prior 

to the expiry of the option term, exercise its option to buy the property unless the 

owner agrees to a renewal of the option for another fifteen years. However, the cost of 

such policy and the required resources in order to keep an update schedule of action 

concerning all properties and relevant option expiry terms, are all elements to be taken 

into account noting that the risk of failure to exercise the option within the said 15 

years exposes AUB to irrevocably losing its control over the Unit. 

 

36. The above legal mechanisms concern some possible options that may convey a right of 

control within the hands of AUB or the “legal entity” that may be created by AUB for 

such purpose. We now address three possible structures concerning the nature of such 

“legal entities”, noting that other structures may be available as well and shall be 

described following AUB’s decision on key issues and factors on the general policy of 

the Housing Project as mentioned in the introduction above.  
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Section IV – Legal entities that may be available for the implementation of the 

Housing Project. 

 

37. Depending on whether AUB decides to undertake the project as a profit generating 

project or not, AUB may be advised to set up either a joint stock company, a housing 

cooperative, a special NGO, or a combination of any of these
18

. In addition, AUB may 

also wish to be part of a general co-owners association with special rights remaining in 

the hands of AUB (noting that such association is automatically constituted amongst 

the co-occupants of any building or any compound that includes several buildings). 

 

 

 

Joint Stock Company 

 

38. The Housing Project may comprise the constitution of a joint stock company which 

shall purchase, hold and develop the property (the “Company”).  

 

39. Joint stock companies are by definition “commercial companies” (i.e. for profit 

companies). 

 

40. Purchase of the property and its registration in the name of the Company entails 

transfer taxes and dues of approximately 6% of the land purchase price. 

 

41. Upon construction of the Housing Project and the various Units, the Company may 

issue “priority shares” granting their respective holders the right to use the 

corresponding Unit. The Housing Project (the property) hence remains registered in the 

name of the Company, but priority shares are sold to each Faculty Member giving 

him/her the right to use a specific Unit. 

                                                 
18

 Additionally, we are still exploring the relevance and appropriate modalities of setting up a Wakf structure 

and shall shortly update this memo in light of our findings. 



 

 
NAS March 21 08 

15 

 

42. Although article 110 of the Lebanese Code of Commerce provides that priority shares 

may be issued granting their holders priority rights over any material advantage, this 

option needs further analysis given that priority shares are usually used in Lebanon for 

the purpose of conferring upon their holder a priority right in the distribution of 

dividends or a higher percentage of distributed dividends
19

. 

 

43. If the above option is maintained after further analysis, the “priority share” would 

constitute a transferable asset and the Company shall be granted a right of first refusal 

to purchase the said “priority share” should its holder wish to sell it. 

 

44. This structure may also provide for the terms and conditions applicable in the case of 

dissolution of the company. For example, the holders of priority shares may have a 

preferential right to acquire ownership of the corresponding Unit upon such 

dissolution. 

 

45. Because the sale of shares in a joint stock company is exempt from tax, this structure 

has the advantage of allowing for the transfer of the right to use the Unit without 

paying sales taxes.  

 

46. However, other issues to be taken into consideration when analyzing this option is the 

fact that it does not convey a real property ownership deed to the AUB Member but 

merely provides ownership of shares in a company that owns real property (with 

special rights attached to such shares, namely the right to use a specific apartment). 

 

47. This structure also has a fiscal disadvantage given that the Company will be subject to 

the income tax usually applicable to joint stock companies. 

 

The General Co-owners Association 

 

                                                 
19

 Article 110 of the Annotated Code of Commerce, Fabia and Safa Nos 6 and 11 



 

 
NAS March 21 08 

16 

48. According to Decree Law 88/1983 (September 16 1983) owners of Units in the same 

building or the same compound shall automatically be constituted as a general co-

owners assembly governed by specific terms and conditions as stipulated in the 

“Building’s by-laws”.  

 

49. These by-laws may determine special rights in favor of AUB granting it some 

management powers and/or privileges provided that AUB shall hold the ownership of 

part of these Units and have the required majority votes in the co-owners general 

assembly. Moreover, the said by-laws may stipulate for a first refusal right in favor of 

AUB should any of the Unit owners wish to sell its Unit to a third party.  

 

50. Whilst we have in the past encountered by-laws with similar provisions that were duly 

registered in the Real Estate registry, we stress that this option should be further 

analyzed and its opposability to bona fide third parties should be addressed.  

 

Housing Cooperative as per the Law on Cooperative Associations issued by Decree 

17199 dated 18 August 1964. 

 

51. A housing cooperative (the “Cooperative”) may be constituted amongst the Faculty 

Members and AUB, or amongst the Faculty Members only (without AUB’s 

membership), or between AUB and specific faculty members only. The Cooperative 

membership composition and whether (and how) AUB will be represented in it will 

depend on several policy considerations to be decided at a later stage including 

whether such cooperative will own the Property or not
20

.  

 

52. Housing Cooperatives are not-for- profit organizations that may be of special interest 

to the Housing Project given the various tax exemptions and preferential treatment 

conferred upon them by the General Cooperative Law issued by Decree No17199 

dated 18 August 1964. 

 

                                                 
20

 In principle we see no obstacle preventing AUB’s direct membership in such cooperative. However this 

may need to be confirmed with the relevant authorities.  
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53. The Housing Cooperative is a legal entity with an unlimited capital. Its purpose is to 

promote the social and economic situation of its members by its members’ joint and 

collective efforts
21

. The Housing Cooperative may acquire movable and immovable 

assets
22

. 

 

54. Housing Cooperatives may be created as “limited liability Cooperatives” with its 

members being liable only up to the value of their shares or any other higher value as 

may be determined by the Cooperative by-laws
23

. 

 

55. The Cooperative is managed by a board of directors that is in turn subject to the 

monitoring of an independent “Audit Committee”
24

. 

 

56. The Cooperative is constituted amongst its members
25

 who should hold at least one 

share each
26

. No member may hold more than one fifth the total subscribed shares
27

; 

noting that each member shall have in principle
28

 one vote regardless of the number of 

shares he/she holds (“one member one vote principle”)
29

. 

 

57. The Cooperative benefits from numerous fiscal exemptions notably by virtue of article 

58 of the General Cooperative Law including municipal fees, indirect taxes, income 

tax, import dues and real estate registration fees.  

 

58. The Housing Cooperative may purchase and develop a land (or more) in fulfillment of 

its purpose and benefit from all the aforementioned exemptions. Once the project is 

built and the Units have been allotted, the Cooperative may sell or transfer these Units 

to its members under specific terms and conditions. It should be noted that under 

specific terms and conditions, the Cooperative members may benefit from fees and tax 

exemptions relating to the registration of the Units in their respective name. The 

                                                 
21

 Article 1 of the General Cooperative Law 
22

 Article 7 of the General Cooperative Law 
23

 Article 8 of the General Cooperative Law 
24

 Article 16 of the General Cooperative Law 
25

 The minimum number of members required is 10, unless an exemption has been granted (article 10 of the 

General Cooperative Law). 
26

 Article 20 of the General Cooperative Law 
27

 Article 25 of the General Cooperative Law 
28

 subject to specific exceptions 
29

 Article 21 of the General Cooperative Law 
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nationality of Members and their income value are amongst the elements to be taken 

into account when determining such exemptions. 

 

In conclusion, and regardless of the legal vehicle adopted to undertake the Project 

(including whether AUB shall directly undertake it or whether a cooperative or a joint 

stock company), the legal mechanisms described under sections II and III above should be 

considered. For example if the Housing Project is undertaken by a Housing Cooperative 

that shall build the Units and transfer them to the Members, this cooperative may retain 

ownership of one share in each Unit hence entitling the Cooperative to the Shifa’a pre-

emption right described above; the Cooperative may create specific servitudes on the 

transferred Units. Alternatively the Cooperative may retain ownership of the Units and 

grant the members a “right of occupancy” or enter into a lease agreement with the option 

to purchase the Unit. 

 

Conclusion and How to Move Forward 

In brief, many legal structures and mechanisms may be available for the implementation of 

the Housing Project; and a diversity of combinations of such structures and mechanisms is 

also possible. 

 

We suggest that AUB determine a set of goals that the housing project policy aims to 

achieve as well as the basic components and principles of such project with a prioritization 

of each of the said principles. Then, based on such policy, we may advise on the best 

suited mechanism (or mechanisms) available to achieve such goals. 

 

We hope the above is of guidance to you and reiterate our pleasure to collaborate with 

AUB in general and on the AUB Neighborhood Initiative in particular, which initiative 

reflects AUB’s distinctive and distinguished culture and legacy.  

 

We remain available should you require any further clarification or information. 

 

Best regards, 

Nada Abdelsater-Abusamra 
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Addendum on the use of WAQF for housing 

immobilisation
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