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Summary

Subject of research
"Islamic Sukuk between law and practice"

The research divided into an introductory part and
two parts, followed by conclusion and recommendation.

The introductory part explains the nature of Islamic
Sukuk and its impact on the capital market, in two chapters:

Chapter 1: Discussing of the Islamic Sukuk under two
sub-chapters:

Theme 1: What are the Islamic Sukuks and their
characteristics and types.

Theme 2: Dealing with the philosophy of using Islamic
Sukuk and its impact on financial markets.

Chapter 2: Discussing the distinction between Islamic
Sukuk and other financing instruments and their impact on
economic revival in two sub-chapters:

Theme 1: The distinction between Islamic Sukuks and
other financial instruments

Theme 2: Financing of state’s projects through
sovereign and green Sukuk

The first part focuses on the legal aspects of the
Islamic Sukuk issuance in two chapters:

Chapter 1: Handling the subject of the issuance
contract and its parties in two sub-chapters:

Theme 1: The structure of the sukuk process which is
the purpose of the issuance contract.

Theme 2: Parties to the issuance contract
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Chapter 2: Other parties associated with the issuance
and the project thereof in two sub-chapters.

Theme 1: Other parties involved in the issuance.
Theme 2: The project is the object of the issuance.

The second Part: Explains the study on risks associated
with Islamic Sukuk and how to mitigate and supervise them
in two chapters:

Chapter 1: Addressing the Risks of Islamic Sukuk
Issuance and Mitigation in Two Sub-Chapters:

Theme 1: Risks associated with Islamic Sukuk, their
management and protection measures.

Theme 2: Rights and duties of the Sukuk Holders
Group.

Chapter 2: Addressing the supervision of the Islamic
Sukuk into Two Sub-chapters:

Theme 1: Monitoring Shari’a Compliance in the
issuance.

Theme 2: Monitoring the issuance by the Credit rating
company.

The search ended with the following results:

1- The issuance of Islamic sukuk can provide modern
guarantees to ensure the ability to pay the Sukuk holders’
rights, such as a letter of guarantee, commercial papers,
and other warranties.

2- Sovereign Sukuk, like government bonds, such as
treasury bills, can be used to finance domestic projects and
to reduce the government budget deficit in order to avoid
social and economic problems associated with the deficit,
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as enforced by comparative legislations, such as Malaysia
and Sudan.

3- The project manager shall have the right to enter
into contracts on his own behalf and on behalf of the SPV
company as representative of the sukuk holders; where the
project manager is processed according to the legal nature
of the commercial agent under Commercial Law No. 17 of
1999 and the provisions of Agency contained in the Civil
Law.

4- Ownership of the assets must be transferred from
the beneficiary company to the SPV in accordance with the
applicable laws, in particular if the property is a real estate;
In order to avoid legal problems that result in the Sukuk
holders being unable to execute on these assets to meet
their contributions.

5- The role of the payment agent is similar to that of
the custodian in securitization, mutual funds and factoring
activities; the Egyptian legislature does not require the
licensees of the custodian to obtain additional licenses to
allow them to carry out the functions of payment agent in
the issuance of Islamic Sukuk.

The research concluded with the most important
recommendations:

1- The scope of the mandatory decisions taken by the
Sharia Central Supervisory Committee must be clarified,
and i1t must be stipulated that the decisions issued by the
Sharia Central Supervisory Committee may be appealed by
the expert scholars in Al-Azhar.

2- Comply with the provisions of the Sukuk Law No.
10 of 2013 repealed on the ownership of immovable
property by foreigners to prevent breaches of the rules and
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provisions governing the ownership of immovable property
by foreigners in accordance with current legislation.

3- Limitation on the joint ownership of the project
assets of sukuk holders.

4- Reduce the percentage of taxes imposed on the
proceeds of Islamic sukuk so that there is no distinction
between whether they are publicly traded or not.

5- Extend the sukuk program to match the nature of
this financial instrument suited to medium- and long-term
investment.
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Figure A_l. Generic Structure of Sukuk al-fjara
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Figure A.3. Structure of Sukuk al-Mudharaba
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Figure A 4. Structure of Sukuk al-Musyaraka
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Figure A.5. Structure of Sukuk al-Salam
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Figure A.7. Structure of Sukuk al-Wakala
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Chart 1A (i) : TOTAL GLOBAL LONG-TERM Vs SHORT-TERM SUKUK ISSUNACES (JAN
2001 - DEC 2020) - ALL TENORS, ALL CURRENCIES, IN USD MILLIONS
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Chart 1B: TOTAL INTERNATIONAL SUKUK ISSUANCES - (JAN 2001 - DEC 2020) - ALL

TENORS, ALL CURRENCIES, IN USD MILLIONS
45,000
37,768
40,000
35000
30,000
2000 20,269
20,000
15000
10,000 7023 A684
5,000 I 4248
" o
L
“90
Total International Sukuk Issuance USD 332.32 Billion
Source: IIFM Sukuk database

42,408
Toa 38476
32988
31,210
26,730
22992
21,880
I T - S S

Aeall JaY) Bypaad Lpalladl laal) as) zass 1(3) ady (b sy

LY Ysall ey

70,000
65,227

’9¢

60,000

50,000
43365

_P'(\

40,000
35,264

©
S

30,000 26,891

20,000
10,000
o

20,932

_E;S"

62725

>
®

Source: IIFM Sukuk database

Chart 2A: TOTAL GLOBAL SHORT-TERM SUKUK ISSUANCES (JAN 2001 - DEC 2020) -
ALL CURRENCIES, TENOR 12 MONTHS OR LESS, IN USD MILLIONS
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CHART 2B: TOTAL INTERNATIONAL SHORT-TERM SUKUK ISSUANCE = 12 MONTHS
(JAN 2001 - DEC 2020, USD MILLIONS)
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