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deals of the year
case study

GACA’s US$4 billion guaranteed
senior Sukuk
Deal of the Year & Saudi Arabia Deal of the Year
The Saudi General Authority of Civil Aviation (GACA)
successfully closed its SAR15 billion (US$4 billion) Sukuk
offering on the 15th January. The Sukuk was three times
oversubscribed and was priced at the tighter end of
guidance at a yield of 2.5%. The issuance is guaranteed by
the ministry of finance and has been approved by Saudi
Arabian Monetary Agency (SAMA). The proceeds of the
SAR15 billion GACA Sukuk will be used to part-finance the
construction of the SAR27.1 billion (US$7.23 billion) King
Abdul Aziz International Airport in Jeddah.
This was the first major Saudi quasi-sovereign to raise funds
from the Saudi riyal market through a Sukuk issuance. Hitherto
it has been utilities that have led the way in Sukuk origination
in the kingdom. Walid Khoury, CEO of HSBC Saudi Arabia,
highlighted that the issuance was the largest single-tranche
Sukuk ever issued.
Given the scarcity of Saudi government debt issuance,
particularly Sukuk, the sizable issuance will offer a profitability
boost to local Islamic finance institutions, which make up 20%
of the system by assets.
The Sukuk’s benchmark status will allow it to be repo-ed or
quickly sold for cash, which will go a long way to improving
their liquidity positions. However, this may be undermined by
the under-developed secondary trading market that currently
exists on the Tadawul platform.
Fahad Al-Saif, a director and the head of debt capital markets
at HSBC Saudi Arabia, said that the GACA Sukuk issuance had
conceptually set the new risk-free rate for the Saudi Arabian
markets.
The GACA issuance presents Saudi banks with a muchneeded benchmark with which to price longer-tenured local
currency issuances, helping to build a much needed local
yield curve. This is important as Saudi banks, along with other
GCC banks, possess severe asset/liability mismatches on their
balance sheets given the dearth of long-term market funding
opportunities.
As of the end of September 2011, 91% of the banks’ non-equity
funding was funded with short-term deposits and as such, a
deeper bond market would support more longer-term funding
for Saudi banks and ultimately encourage the reduction of
these persistent asset/liability mismatches.
In the context of sustained fiscal surpluses, the Saudi
government has been aggressively reducing the amount of
government debt outstanding over the past decade. Strong

Summary of terms & conditions
Issuer

General Authority of Civil Aviation (GACA)

Issuance size

SAR15 billion (US$4 billion)

Purpose of issuance

The funds from the Sukuk issuance will be
used for the construction of the new King
Abdul Aziz International Airport in Jeddah

Guarantor

Ministry of Finance

Tenor

10 years

Coupon rate / return

2.5% yield

Rating

‘Aa3’ — Moody’s

Currency

Saudi riyal

Maturity date

18th January 2022

Joint lead manager
and bookrunner

HSBC Middle East

Structure /
instrument

Murabahah

Investor breakdown

The offering, sale and delivery of the
Sukuk was limited solely to Saudi
nationals and sophisticated investors
and those other legal persons with a
permanent establishment in the kingdom,
registered with the ministry of commerce
and industry.

economic growth and high oil revenues, along with relatively
limited domestic investment opportunities, are creating an
excess of liquidity in the local banking system.
At SAR15 billion, the Sukuk’s size is approximately 12% of the
total cash and cash equivalents of the Saudi banking system
and 38% of cash and cash equivalents of Islamic financial
institutions in Saudi Arabia. The GACA Sukuk will therefore go
a long way towards absorbing some of this excess, helping to
moderate some of its inflationary credit growth.
The quasi-sovereign nature of the Sukuk has led many to
speculate if these will serve as a prelude to the first Saudi
sovereign Sukuk. However, the kingdom officially does not
need to raise funding from the debt market as the total 2012
budget is currently met by existing oil revenue. In addition, on
the regulatory and legal front, the architecture that handles
Islamic finance must undergo significant revision before such
consulting
a push would be considered.
www.IslamicFinanceConsulting.com
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Within the State of Kuwait, Al Tamimi & Company operates through a
joint venture with Yaqoub Yousef Al Munayae, a registered licensed
lawyer in Kuwait.

deals of the year
case study

Majid Al Futtaim US$400 million
Sukuk Wakalah
Corporate Finance Deal of the Year
Majid Al Futtaim Holdings (MAF), the highest-rated
private corporate in the Middle East (‘BBB’ by S&P’s),
successfully priced its debut Sukuk of US$400 million on
the 31st January 2012. The transaction was priced only
hours after the end of an investment roadshow that took
in the UAE, Kuala Lumpur and London resulting in strong
demand from regional and international investors on both
the conventional and Islamic side.
The Sukuk was four times oversubscribed with over 140 orders
and featured a diverse portfolio of investors. The final distribution
of the certificates saw primary uptake from the Middle East with
54%, while Asia accounted for 14% and Europe 32%. Banks
accounted for 52%, fund managers 42%, with private banks
making up the remainder with 6%.

This landmark transaction
also marks the first
issuance by a privatelyheld UAE-based entity in the
international markets for
over four years
The certificates will be issued under the company’s US$1 billion
Reg S Sukuk program set up earlier in 2012. The certificates
will mature in 2017 and will pay a profit rate to investors of
5.85% per annum. Abu Dhabi Islamic Bank, Dubai Islamic
Bank, HSBC Bank and Standard Chartered Bank were joint
lead managers and bookrunners on the transaction.
This transaction represents Majid Al Futtaim’s first foray into
the public debt market and allows Majid Al Futtaim to fulfill its
objective of strategically diversifying its sources of funding and
extending its liability maturity profile.
The landmark transaction also marks the first issuance by a
privately-held UAE-based entity in the international markets for
over four years and the largest GCC corporate Sukuk issuance
in over a year.
The Sukuk was structured under the Wakalah concept, with
the certificates being senior and unsecured obligations of the
company. Under the terms of the certificates, Majid Al Futtaim
Properties is the obligor, while Majid Al Futtaim Holding is the
consulting
guarantor.

Summary of terms & conditions
Issuer

Majid Al Futtaim

Obligor

Majid Al Futtaim Properties

Issuance size

US$400 million

Purpose of issuance

To diversify the group’s sources of funding
and extend its liability maturity profile

Guarantor

Majid Al Futtaim Holding

Tenor

Five years

Coupon rate / return

5.85% per annum

Currency

US dollar

Maturity date

31st January 2017

Joint lead managers
and bookrunners

Abu Dhabi Islamic Bank, Dubai Islamic
Bank, HSBC Bank and Standard
Chartered Bank

Structure /
instrument

Wakalah

Investor breakdown

Asia (14%), Europe (32%) and Middle
East (54%). Banks accounted for 52%,
fund managers 42%, private banks 6%

Iyad Malas, CEO of Majid Al Futtaim Holding, commented that:
“The success of our first Sukuk issue demonstrates the strength
of our credit story and its appeal to a broad investor base. The
strong interest received from investors enabled us to raise the
amount of funding, to US$400 million, which we had initially
targeted. It represents a key undertaking for the continued
growth of our business and we will continue to manage our
funding profile proactively.”
MAF Holding is the sole franchisee of hypermarket chain
Carrefour in the Gulf and operates a number of malls and
hotels across the Middle East. Considering that the company
is a non-government issuer tapping the Sukuk market for the
first time, the pricing is competitive, built up over the last few
weeks of positive sentiment and excellent timing by the lead
arrangers.
“MAF did very well indeed to not only to launch a successful
US$400 million Sukuk deal, but to also achieve a price which
was lower than the guidance,” said Chavan Bhogaita, the head
of markets strategy, financial markets division, at the National
Bank of Abu Dhabi.
MAF’s Sukuk is likely to play the role of a catalyst on both the
demand and supply side of the GCC corporate Sukuk market,
as it is quite rare for a stand-alone GCC corporate, that is
non-government related, to issue paper. The transaction may
encourage other corporates to tap the debt capital markets in
a similar fashion now that a precedence has been set in the
market.
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deals of the year
case study

Axiata Group’s US$158.06 million
yuan-denominated Sukuk Wakalah
Cross Border Deal of the Year
Telecommunications company Axiata Group priced a
CNY1 billion (US$158.06 million) Sukuk Wakalah on the
11th September 2012, in a deal touted as the world’s largest
yuan-denominated Islamic bond offering to date.
The sale is the first from Axiata’s multi-currency Sukuk program
worth up to US$1.5 billion set up in July 2012.

Structure and pricing
The notes are backed by airtime vouchers, entitling
Sukukholders to a specified number of airtime minutes for onnet calls on the mobile telecommunications network of Axiata’s
subsidiaries, which comprise units in Bangladesh, Cambodia,
India, Indonesia, Malaysia, Singapore and Sri Lanka. Axiata
said that the Sukuk are the first yuan-denominated notes
utilizing 100% airtime vouchers as underlying assets.
Pricing for the sale closed intra-day, at a profit rate of 3.75%.
Initial price guidance for the notes was at the 4% area, before
it was revised to 3.75-3.85%. The transaction’s final orderbook
of CNY3.5 billion (US$553.63 million) was seven times the
Sukuk’s initial issuance size of CNY500 million (US$79.15
million), allowing Axiata to upsize the offering to CNY1 billion.

Proceeds from the
issuance will pare down
the group’s more
expensive debt facilities
James Maclaurin, the chief financial officer of Axiata, said: “The
ability to raise yuan-denominated funds demonstrates Axiata’s
ability to diversify away from other, more traditional currencies
such as the US dollar and achieve cost-efficient funding. The
proceeds from the issuance will pare down the group’s more
expensive debt facilities and is also in line with our balance
sheet optimization initiatives.”
The Sukuk was listed and quoted on Bursa Malaysia and on the
Singapore Exchange on the 19th September.
Axiata noted that the issuance is the group’s second benchmark
Sukuk sale for 2012, following a RM5 billion (US$1.64 billion)
offering from its Malaysian subsidiary, Celcom Transmission,
in August 2012. “Both Sukuk issuances are in line with the
Axiata Group’s ongoing group-wide initiative to optimize its

Summary of terms & conditions
Issuer

Axiata SPV2

Obligor

Axiata Group

Issuance amount

CNY1 billion (US$158.06 million)

Trustee

Axiata SPV2

Tenor

Two years

Maturity

18th September 2014

Coupon rate / return

3.75%

Currency

yuan

Joint lead
managers and joint
bookrunners

CIMB Bank (Labuan), HSBC Amanah
Malaysia, Merrill Lynch (Singapore)

Legal advisors

Clifford Chance and Adnan Sundra and
Low (for banks)
Allen & Overy and Zaid Ibrahim & Co (for
issuer)

Shariah advisor

HSBC Amanah Malaysia

Governing law

English Law

Structure /
instrument

Wakalah

Listing

Bursa Malaysia and Singapore Exchange

balance sheet and improve its financial flexibility, whilst also
demonstrating Axiata’s commitment towards the government
of Malaysia’s efforts to establish Malaysia as an international
Islamic financial center,” it said.

Investors
Axiata said that more than 75 accounts participated in the
Sukuk issuance, attracting interest from investors comprising
asset management firms, financial institutions, insurance
operators, mutual funds and private banks.
Hong Kong investors were reportedly allocated the majority
of the offering at 55%, followed by Singaporean (28%) and
Malaysian investors (13%), with the remainder allocated to
European and other investors. Fund managers received 62%
of the offering, while banks, private banks and companies were
consulting
allocated 62%, 22% and 14%, respectively.
www.IslamicFinanceConsulting.com
www.IslamicFinanceEvents.com
www.IslamicFinanceNews.com
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Malaysia Airline System’s
Perpetual Sukuk
Most Innovative Deal of the Year
National carrier Malaysia Airline System (MAS) made history
as the world’s first corporate issuer of a Shariah compliant
perpetual capital security. Maybank Investment Bank, the
sole adviser, arranger and manager, made innovative use
of the Musharakah and Musawamah principles to embody
commercial features of conventional perpetual capital
securities which are classified as equity for accounting
purposes. The RM1.5 billion (US$480.04 million) issued to
date from the RM2.5 billion (US$800.07 million) Perpetual
Junior Sukuk Program enabled MAS to shore up its capital
base at a favorable funding rate.
At the start of 2012, amidst increasing cost pressures and intense
competition, MAS was looking to strengthen its capital base
and address its working capital requirements. As it continues
its extensive fleet upgrading exercise which commenced in
2010, MAS needed to recapitalize to manage its gearing level
as it takes on additional aircraft financing for its new planes.
Maybank Investment Bank was thus entrusted with the mandate
to structure a Shariah compliant perpetual capital security that
will be treated as an equity item on MAS’ balance sheet but does
not form part of ordinary share capital. Hence, there would be no
dilution to existing shareholders. The perpetual Sukuk was thus
conceptualized, forming the crux of MAS’ first pillar of its funding
plan. Being a Shariah compliant instrument, the perpetual
Sukuk also reaches out to a wider investor pool, thus increasing
potential demand.
The perpetual Sukuk’s inaugural issuance of RM1 billion
(US$319.95 million) on the 12th June 2012 was supplemented
with a second tranche of RM500 million (US$159.97 million)
issued on the 18th September 2012, both of which were priced at
a coupon rate of 6.9%. This coupon rate is at a relatively lower
cost of capital compared to MAS’ common equity, whilst at the
same time providing an attractive yield to investors. Even though
classified as equity for the issuer, it is fixed income investors who
are the target investor group for the perpetual Sukuk as they
are keen to enjoy yield pickup relative to senior unsubordinated
Sukuk or bonds. This is especially so during the two issuances
of the perpetual Sukuk where interest rates in Malaysia were at
historical lows since the 2008 global financial crisis.
A key feature in a perpetual capital security which enables
equity accounting treatment is the ability to defer distributions
to holders at the issuer’s discretion. This poses an element of
uncertainty from the Shariah perspective. To bridge the realm
between perpetual instruments and Shariah principles, Maybank
Investment Bank provided an innovative solution to balance the
two. This was by way of creating a unique Sukuk format which
entails a primary Shariah principle of Musharakah to represent
the expected distribution amounts under the perpetual Sukuk,

Summary of terms & conditions
Instrument

Perpetual Junior Sukuk (perpetual Sukuk)
under a Perpetual Junior Sukuk Program
of up to RM2.5 billion (US$800.07 million)
in nominal value

Issuer

Malaysian Airline System (MAS)

Issuer principal
activities

Air transportation and the provision of
related services.

Issue sizes & pricing

First issuance: RM1 billion (US$319.95
million) at 6.9% pa
Second issuance: RM500 million
(US$159.97 million) at 6.9% pa

Issuance Dates

12th June 2012 and 18th September 2012

Principal Adviser,
Arranger & Manager

Maybank Investment Bank

Legal counsel for
the Arranger

Adnan Sundra & Low

Shariah Adviser

Dr Aznan Hasan

and a completely disparate secondary Shariah principle of
Musawamah to further effect the coupon deferral, if any.
MAS group CEO Ahmad Jauhari Yahya commented that:
“We are proud to be at the forefront of Islamic capital market
innovation with this perpetual Sukuk. The perpetual Sukuk
enables us to improve our balance sheet and gearing as it is
recognized as equity capital under Malaysian accounting
standards, but yet provides a relatively reasonable long-term
funding rate of 6.9% pa. This perpetual Sukuk is the foundation
of our funding plan, which in turn would be the bedrock from
which Malaysia Airlines would imminently launch its program of
planned operational improvement initiatives, on its route back to
sustainable profitability.”
Zafrul Tengku Aziz, CEO of Maybank Investment Bank, said
at the ceremony marking the establishment of the Perpetual
Sukuk Program: “We are proud to stand beside Malaysia
Airlines and support their efforts of raising capital and turning
around the airline. Together, we are at the leading edge of global
Islamic finance solutions, and Maybank Investment Bank stand
privileged to assist Malaysia Airlines in structuring and arranging
their first perpetual Sukuk. We also hope that it will serve as a
catalyst and encourage more issuances of perpetual Sukuk in
Malaysia as well as further broaden and deepen the Malaysian
Sukuk market.
“Maybank Investment Bank, which is amongst the leaders in the
global Sukuk market, has now developed this product within the
Islamic segment, and we see this issuance as another step in
strengthening Malaysia’s leadership in the Islamic debt capital
consulting
markets,” he added.
www.IslamicFinanceConsulting.com
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FWU Group opens up European
market with debut Sukuk issuance
Ijarah & Europe Deal of the Year
Germany-based FWU Group, which focuses on customized
investment products linked to life insurance and pension
schemes, became the first European institution to issue a
Sukuk at the end of 2012.
Dr Manfred Dirrheimer, the chairman of the executive board
of FWU, said that the issuance is the largest by a European
corporate to date, and the first to be backed by intellectual
property rights. He added: “FWU has been looking for Shariah
compliant means by which it can refinance its Shariah compliant
factoring business globally. It is hard to determine the wider
impact of the FWU Sukuk at present, but it is noteworthy that it
is the largest Sukuk issuance by a European corporate to date,
and whilst there has been one other Sukuk issuance in Europe
previously by a UK issuer, the FWU Sukuk is the first of any
significant size.”

The issuance in US dollars
was intended to appeal to
a broad range of investors,
and as such the decision on
denomination was not
driven by uncertainty
US dollar “a more practical choice”

Despite being based out of Europe, the group chose to issue
its debut Sukuk in US dollars to capture a broader investor
base, rather than because of any market uncertainties in the
Eurozone at present. Dr Manfred clarified: “The issuance in US
dollars was intended to appeal to a broad range of investors,
and as such the decision on denomination was not driven by

Summary of terms & conditions
Issuer

Luxembourg SPV incorporated using a
Dutch Stichting (foundation) structure

Purpose of issuance

Finance FWU Shariah Compliant
Commission factoring business globally

Tenor

Seven years

Coupon rate / return

7% per annum

Payment

Semi-annually in arrears

Currency

US dollars

Maturity date

2019

Governing Law

English Law, Luxembourg Law using a
Dutch Stitching Structure

Legal Advisor(s) /
Counsel

Vinson & Elkins LLP
(International Counsel)
Loyens & Loeff (Luxembourg and Tax
Counsel)
Rolfs Partner
(German financial and tax advisers)

Listing

N/A

Underlying Assets

A proprietary computer software system
and associated intellectual property rights
developed by the FWU Group

uncertainty. In the case of this Sukuk, investors were identified
in jurisdictions in the Middle East which use currencies that
are pegged to the US dollar which made a US dollar issuance
more practical. In addition, as FWU expands its operations into
new geographical areas (often ones with US dollar-pegged
currencies), the US dollar is an ever-more useful currency of
finance.”
The seven-year paper offers a coupon rate of 7% and halfyearly payouts. It is backed by a proprietary computer software
system and associated intellectual property rights developed
by FWU Group and used in-house as well as with its bank
distribution partners. This is in connection with the group’s
consulting
combined Takaful operations.
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advertorial

A force to be reckoned with
As Qatar’s fastest-growing Shariah compliant bank, Barwa
Bank has already set out its ambition, using its own solid
foundations in terms of capital, people and systems, to provide an award-winning service to its clients.
More recently, the rapid development and increasing sophistication
of the Islamic debt capital markets has led to Barwa Bank to
identify this sector as a key growth area, making major investment
in its treasury & capital markets capacity and capability and rapidly
building a profile in areas like Sukuk issuance.
Steve Troop (photo), CEO of Barwa Bank, commented that:
“Sukuk are an excellent way to tap into growing liquidity among
Shariah compliant investors and funds. Sukuk issuances in
the GCC are expected to continue to grow more rapidly than
conventional bonds and Barwa Bank intends to play a key role
through facilitating major deals such as these.” Barwa Bank
made an impressive capital market debut in 2012, when it acted
as co-manager on the Government of Dubai’s US$1.25 billion
Sukuk issuance. This was the first regional 10-year Sukuk, and
the first time that a Qatari bank had been involved at a senior
level in a sovereign issuance outside the State of Qatar.
Steve Troop commented about the deal, “We were extremely
proud to be associated with a transaction of such significance.
No Qatari bank had been to market with a regional sovereign,
and what was even more encouraging was that the Government
of Dubai chose us for a second time as co-lead manager on
the their first sovereign Sukuk of 2013.The opportunity to be
associated once again with a material, high-profile transaction
indicated our credibility, strong regional relationships and
delivery, as well as access to liquidity. We have been working
hard across the region to maintain our market standing and
have a strong pipeline of probable issuers for 2013.”
Following this, Barwa Bank acted as joint lead manager on the
US$800 million five-year Sukuk for the IDB. Steve Troop went on
to say: “We were extremely proud to be lead arrangers for this
transaction, IDB’s first public debt issuance in over a year. Our
aim is to associate Barwa Bank with the top regional clients, banks
and institutions: IDB, as the highest rated institution in the Islamic
world (AAA), represented one of the most prestigious names to
work with in Islamic finance.”
Within just a few months Barwa Bank had acted as co- manager
on the Government of Dubai Sukuk and joint lead manager
for IDB, and went on to further consolidate its position in the
capital markets when it acted as joint lead manager on the
US$4 billion Sukuk for State of Qatar and US$4.5 billion Emaar
Sukuk. The completion of the two deals in one week was seen
as a major achievement and an exceptional result for any bank,
local or international. Troop commented on the deal: “With the
State of Qatar and Emaar Sukuk, Barwa Bank became not
March 2013

only a credible but an active player in the Sukuk market, being
involved with a diversified client base (sovereign, supranational
and corporate) and acting not only domestically but regionally.”
Another watershed transaction for Barwa Bank was its colead manager role in the long-awaited Republic of Turkey
debut Sukuk, with Turkey recognized as one of the most
prestigious emerging market issuers. As the most recently
established Shariah compliant bank in Qatar, being chosen for
such a high profile transaction was a major success for the
bank. This was promptly followed by another co-lead manager
role for Abu Dhabi Islamic Bank’s (ADIB) world’s first Shariah
compliant hybrid tier 1 Sukuk, with Barwa Bank as the only
non-UAE based bank to be selected as a co-lead manager for
this innovative transaction, a milestone for the Islamic finance
industry worldwide.
In September 2012, Barwa Bank was then ranked amongst
the top 10 for international, global and MENA region Sukuk
arrangers in the Bloomberg league tables (2012 – year-todate). With Islamic capital markets experiencing rapid growth
globally and receiving growing attention from non-Islamic
investors, Barwa Bank’s impressive league table standing and
its heavy involvement in high profile Islamic business, meant
that it is fast imposing itself as a strong actor in the market.
At the same time, Qatar’s own importance on the global stage
is set to rise. The combination of an ambitious new entrant and
a dynamic and flourishing economy like Qatar’s, has meant that
Barwa Bank has achieved a great deal in the four years since
it began operations in 2009; developing a full range of Shariah
compliant banking services including retail, corporate and
commercial banking, business banking and private banking,
real estate finance, structured finance, investments and asset
management. As it looks to the future, Barwa Bank fully intends
to be recognized as the bank of choice for customers looking
for the most innovative Shariah compliant financial services in
the region.

Steve Troop
Chief Executive Officer, Barwa Bank
Tel: +974-4448-8888
Web: www.barwabank.com

13

deals of the year
case study

Abu Dhabi Islamic Bank leads the way
with the world’s first Basel III
compliant Tier 1 Sukuk issuance
UAE & Mudarabah Deal of the Year
On the 19th November 2012, Abu Dhabi Islamic Bank (ADIB),
one of the world’s leading Islamic banks, successfully
issued US$1 billion-worth of additional Tier 1 capital
certificates, the world’s first Basel III compliant Tier 1 Sukuk
issuance. With an order book of US$15.5 billion (more than
30 times over-subscribed on the initial benchmark size)
and with an expected profit rate of 6.375%, the lowest ever
coupon for an instrument of this type, it is likely that the
issuance will pave the way for other banks in the Middle
East, both Islamic and conventional, to follow ADIB’s
lead. Latham & Watkins acted as counsel to ADIB on the
issuance. NICK COLLINS, LEE IRVINE and ROBERTO LUIS
REYES GASKIN explore the reasons behind the Sukuk
issuance and what made it so successful.

Background

Against the backdrop of the global financial crisis, the Basel
Committee on Banking Supervision promulgated a new
regulatory framework for financial institutions, known as Basel
III, which modified the existing regulatory framework of Basel
II and has increased the quantity and quality of regulatory
capital that financial institutions must retain. Under the Basel
III regulatory framework, Tier 1 capital1 must eventually equal
at least 6% of the risk weighted assets of a financial institution
once transitional phase-in periods elapse in 2019. Basel III
does, however, allow 1.5% of this to be in the form of Additional
Tier 1 capital, a layer of additional going-concern capital
which, in addition to the bank’s common equity Tier 12 capital,
constitutes subordinated, paid-in capital capable of absorbing
losses.
In order to qualify as Additional Tier 1 capital, an instrument
must be subordinated to depositors, general creditors and
subordinated debt, have no maturity date and may only be
callable at the option of the issuer after a minimum of five years.
The issuer must also have full discretion to cancel payments
and the cancellation of such payments must not impose any
restrictions on the issuer except in relation to distributions
to the issuer’s shareholders. In addition, subsequent to the
initial release of Basel III, the Basel Committee on Banking
Supervision indicated that Additional Tier 1 capital instruments
must also incorporate either: (i) a write-down of the principal of
the instrument; or (ii) a mandatory conversion of the instrument
into common equity, if the financial institution’s common equity
Tier 1 falls below a certain threshold.
Whilst the implementation of Basel III is still in its preliminary
phases, the central bank of the UAE has already begun rulemaking in response to Basel III requirements with its first
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Summary of terms & conditions

Instrument

Sukuk Mudarabah

Issuer

ADIB Capital Invest

Principal
Activities

Special Purpose Vehicle – Issuance of
Regulatory Capital Instrument

Date of issue

19th November 2012

Issue size

US$1 billon

Tenor / Maturity

Perpetual

Term

Perpetual

Lead Managers

Abu Dhabi Islamic Bank, HSBC,
Morgan Stanley, National Bank of Abu
Dhabi and Standard Chartered

Co Managers

Barwa Bank and Sharjah Islamic Bank

Information
Memorandum

Prospectus dated the 14th November
2012

Legal Counsel

The issuer and ADIB were represented
by Latham & Watkins (English law
and UAE law) and Maples & Calder
(Cayman law). The lead managers
and co-managers were represented by
Linklaters (English law and UAE law)

Utilization of
Proceeds

Invested in accordance with
agreed investment plan pursuant to
Mudarabah Agreement

guidance circular released in July 2012. The UAE is not alone
and the authorities in each of the current member states of the
GCC have also started to prepare for implementation of Basel
III or have signalled an intention to do so. In anticipation of the
implementation of Basel III, both regional and international
banks have therefore started to increase their Tier 1 capital
ratios.
Tier 1 capital continues to be an important benchmark for
investors when comparing financial institutions globally and for
financial institutions looking to increase their Tier 1 capital ratio,
Additional Tier 1 capital is attractive for a number of reasons.
The discretion to cancel distributions, together with the
requirement of principal write-down or mandatory conversion to
common equity increase the resilience of a financial institution
during challenging financial conditions.
Additional Tier 1 capital instruments also present a costeffective means of accessing a wider investor base, including
investors in Asia, the Middle East and Europe, without diluting
March 2013
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shareholders. This helps preserve ownership structures
in jurisdictions, such as the UAE, where governments,
government-related entities and members of ruling families
often hold, and wish to retain, substantial stakes in these
financial institutions. The instruments are attractive to investors
since they allow investors to diversify their risk portfolio and
invest in companies with solid fundamentals at higher yields
than they would receive from conventional debt instruments.

The Mudarabah

The structure of the transaction follows closely the structure of
a typical Sukuk Mudarabah, with the incorporation of a special
purpose vehicle, ADIB Capital Invest 1., to act as the issuer and
Rab-al-maal.
On the issue date, the certificate-holders paid the issue price
to the issuer. The issuer, in its capacity as trustee, declared a
trust in favor of the certificate-holders over the proceeds of the
issuance of the certificates, its rights, title, benefits and interests
under the transaction documents and certain related rights.
The issuer (as trustee) applied the proceeds of the issuance of
the certificates towards the capital of the Mudarabah pursuant
to the Mudarabah agreement. ADIB (as Mudareb) invested
the Mudarabah capital into the business activities of ADIB in
accordance with the agreed investment plan that is set out in
the Mudarabah agreement.

The instruments are
attractive to investors
since they allow investors
to diversify their risk portfolio
and invest in companies with
solid fundamentals at higher
yields than they would receive
from conventional debt
instruments
Unless a non-payment event3 or a non-payment election4 has
occurred, on each periodic distribution date, ADIB (as Mudareb)
will distribute the profit generated by the Mudarabah to both the
issuer and Mudareb in accordance with an agreed split (90%
to the issuer (as Rab-al-maal) and 10% to ADIB (as Mudareb)).
The issuer then applies its share of the profit (if any) generated
by the Mudarabah on each periodic distribution date to pay the
periodic distribution amount due to certificate-holders on such
date.
Unlike on previous Sukuk Mudarabah issuances, payments
of Mudarabah profit by ADIB (as Mudareb) are at the sole
discretion of ADIB and may only be made if ADIB meets certain
conditions. ADIB (as Mudareb) has no obligation to make any
subsequent payment in respect of any Mudarabah profit that
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The structure of the transaction

ADIB
(as Mudareb)

Mudarabah
Capital

Mudarabah
Agreement

Dissolution
Mudarabah
Capital and
Mudarabah
Profit

ADIB Capital Invest 1
(as issuer and Rab-al-maal)

Proceeds of
Certificates

Declaration
of Trust

Periodic Distribution
Amounts, Dissolution
Distribution Amount
and Mudarabah
Premium
(if applicable)

Certificate-holders

is not paid in accordance with the Mudarabah agreement.
To the extent that ADIB does not distribute profits under
the Mudarabah, ADIB will not be able to declare or pay any
distribution or dividend on ordinary shares issued by ADIB until
two consecutive payments due under the Mudarabah have
been paid in full (or equivalent amounts have been set aside
for the benefit of the issuer (as trustee)).
The certificates are perpetual securities in respect of which there
is no fixed redemption date and accordingly, the Mudarabah
is a perpetual arrangement with no fixed end date. Subject to
certain conditions set out in the Mudarabah agreement, ADIB
(as Mudareb) may at its option liquidate the Mudarabah in
whole, but not in part, on the basis of an actual liquidation of
the Mudarabah in the following circumstances:
(a) On the first call date or any periodic distribution date after
the first call date5; or
(b) On any date on or after the issue date (whether or not a
periodic distribution date):
(i) Upon the occurrence of a tax event6; or
(ii) Upon the occurrence of a capital event7.
ADIB (as Mudareb) has agreed that it will only liquidate the
Mudarabah to the extent that, on a dissolution, the Mudarabah
capital would be equal to the nominal amount of the Sukuk to
be repaid. To the extent that ADIB (as Mudareb) breaches this
obligation, it is required to indemnify the issuer in respect of
this shortfall.
March 2013
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Additional Tier 1 capital within an Islamic context –
planning for success

While a number of conventional banks have issued Additional
Tier 1 capital instruments, incorporating the required
characteristics of Additional Tier 1 capital instruments into an
Islamic context presented a number of additional challenges
requiring close cooperation with the Shariah supervisory
boards of ADIB and of the joint lead managers throughout the
structuring and documentation phases of the deal. Significant
time and effort was devoted to getting the structure right and in
trying to ‘keep it simple’ (the latter was important to help chart
a smoother course through the required Shariah, shareholder
and regulatory approvals but also to structure the instrument
in such a way as to maximize the appeal to local, regional and
international investors). In addition, while the implementation
of Basel III is still in its preliminary phases, both in the UAE
and internationally, the instrument was structured in a way
that anticipated the likely requirements of the UAE central
bank to ‘future-proof’ the issuance so far as possible and to
ensure the issuance would be in line with international best
practice and expectations. Finally, the instrument had to be
structured in a way that would be classified as (non-dilutive)
‘equity’ rather than ‘indebtedness’, that would allow ADIB to
book the instrument as capital on its balance sheet, rather
than as a liability. A Sukuk Mudarabah, a form of equity-based
partnership arrangement whereby one partner provides capital
(the Rab al-maal) and the other provides managerial skills (the
Mudareb), which is generally seen under Shariah law as a
profit-and-loss sharing partnership, provides an ideal Islamic
structure to accommodate the features of Additional Tier 1
capital, such as the discretionary profit payments.

Tier 1 capital instrument structured as a Sukuk Mudarabah can
generate significant investor demand among both conventional
and Islamic investors. This can provide banks with additional
funding alternatives to bolster their capital structures amid a
changing regulatory landscape and give investors the ability to
consulting
participate in the dynamic GCC banking sector.
www.IslamicFinanceConsulting.com
www.IslamicFinanceEvents.com
www.IslamicFinanceNews.com

www.IslamicFinanceTraining.com
www.MIFforum.com

According to the Basel Committee on Banking Supervision, Tier 1
Capital represents the layer of highest-quality going-concern capital,
defined as the sum of the following: Common Equity Tier 1 and
Additional Tier 1 instruments.
2
Common Equity Tier 1 capital under Basel III is comprised of the
following: the bank’s common shares, stock surpluses, retained
earnings, certain other reserves and common shares issued by
consolidated subsidiaries of the bank held by third parties.
3
A non-payment event would occur if: (i) the payments required to
be made by ADIB under the Mudarabah agreement, when aggregated
with any other obligations ranking senior to, or pari passu therewith,
exceeds ADIB’s non-consolidated retained earnings and reserves; (ii)
on the date of payment, ADIB is in breach of its applicable regulatory
capital requirements or the making of such payment would cause it to
be in breach thereof; (iii) the financial regulator requires ADIB not to
make the relevant payment; or (iv) on the relevant date of payment
ADIB is not solvent, or would not be solvent if the relevant amount was
paid.
4
A non-payment election would occur if ADIB, in its sole discretion,
elects not to pay the Mudarabah profit.
5
As a regulatory requirement, the first call date must be at least five
years from the issue date.
6
A tax event would occur if there was a change in the tax laws which
resulted in additional amounts becoming payable under the Mudarabah
agreement and/or the certificates.
7
A capital event would be deemed to have occurred if ADIB is notified
in writing by the financial regulator that the notional amount of the
certificates would cease to qualify as Tier 1 Capital.
1

www.MIFmonthly.com
www.MIFtraining.com

www.REDmoneyBooks.com

Conclusion

Since financial regulators throughout the GCC require relatively
high levels of capital adequacy in order to protect depositors
and borrowers, it is likely that Tier 1 capital issuances by
UAE and other GCC banks, both conventional and Shariah
compliant, will increase in 2013 in order to support the further
growth that is expected in these countries.
As shown by the success of the ADIB transaction, an Additional

Nick Collins is a partner and Lee Irvine is an associate in
the Abu Dhabi office of Latham & Watkins, Roberto Luis
Reyes Gaskin is an associate in the Milan office of Latham
& Watkins. They can be contacted at Nick.Collins@lw.com,
Lee.Irvine@lw.com and Roberto.Reyesgaskin@lw.com.
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Supporting Egypt through difficult times
Sovereign Deal of the Year

Summary of terms & conditions

The International Islamic Trade Finance Corporation
(ITFC) fosters socio-economic development, setting new
benchmarks in ethical trade financing and developing
innovative Shariah compliant solutions. In addition,
ITFC supports the development of markets and trading
capacities of its member countries of the Organization of
Islamic Cooperation (OIC) in order to promote IDB Group’s
strategic developmental objectives.
Operating to world-class standards, ITFC’s mission is clear
from its mandate to be a catalyst for the development of trade
among OIC member countries and with the rest of the world.
ITFC aspires to be a recognized provider of trade solutions for
the OIC member countries’ needs in order to fulfill its brand
promise of “Advancing Trade & Improving Lives”.

Pumping energy into the Egyptian economy

Instrument

Syndicated Murabahah financing

Issuer

ITFC, member of the IDB Group

Issuer principal
activities

Shariah compliant trade finance

Issue size & Pricing

US$2.2 billion over three years

Date Issuances

(US$1.2 billion on the 8th March 2012) &
(US$1 billion on the 1st October 2012)

Arranger

International Islamic Trade Finance
Corporation (ITFC)

Legal counsel for
issuer

IDB legal department

Guarantor

Government of Egypt, represented by the
Ministry of Finance

Shariah advisor

IDB legal department

Purpose of issue

To finance imports of strategic
commodities such as petroleum and
petroleum products as well as wheat and
other foodstuffs

The US$2.2 billion financing program signed between ITFC and
the Government of Egypt came at a critical time for Egypt and
helped the government in reducing the pressure on the foreign
Transaction Flow
(3) Shipment

Beneficiary

Supplier

(2) Murabahah Agreement
(7) Repayment
of Sale Price at
Maturity

(5) Payment of Purchase Price

(6) Sale of
Shipment

(8-a)
(4) Payment of
Purchase Price
(4-a)
Participant

(8-c)
(8-b)

(4-b)

Participant

(8) Repayment of
Sale Price

(4-c)
Participant

(1) Mudarabah Agreement
1.
2.
3.
4.
5.
6.
7.
8.
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ITFC signs a Mudarabah Agreement with each of the participants (participating banks/financial institutions)
ITFC signs a Murabahah Agreement with the beneficiary (Government of Egypt represented by various government entities such as
the Egyptian General Petroleum Corporation and the General Authority for Supply Commodities).
The supplier ships goods (petroleum, petroleum products, wheat or other foodstuff) to the Beneficiary.
ITFC receives contributions from the participants on pro-rata basis to cover the value of the shipment.
ITFC makes a payment/disbursement directly to the supplier for the quantities shipped.
ITFC sells the shipped goods to the beneficiary on Murabahah basis (cost plus agreed upon markup).
On the due date, the beneficiary pays the due amount to ITFC.
ITFC distributes back to the participants their principal plus their share of the profit generated from the Murabahah transaction.
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currency reserves. The aggregate financing amount reached
0.5% of the GDP of Egypt and showed the strength and ability
of the ITFC to syndicate such a considerable amount in the
midst of the current political, social and economic conditions in
Egypt with pricing that was lower than prevailing market rates.

Egypt, nonetheless, depends on food imports to cover around
40% of its needs and is currently considered the world’s largest
importer of wheat. The initial amount allocated to finance
imports of wheat can cover a substantial portion of around 1215% of Egypt’s current annual requirements of wheat.

The bulk of the financing program goes to financing imports
of petroleum and petroleum products for Egypt. The oil & gas
sector is one of three key pillars of the Egyptian economy
accounting for approximately 15% of GDP and about 40% of
the foreign currency income.

What makes this deal standout?

Furthermore, this sector is also considered a key pillar to other
vital economic sectors and industries such as power generation,
transportation, petrochemicals, fertilizers, etc.
The commodities financed are strategic commodities and are
considered vital for Egypt especially at this time. The amount
of financing program covers a few months of the needs of
petroleum and petroleum products for Egypt allowing the
government to focus its efforts on other economic issues.

Securing essential food requirements

Agriculture and food security are a top priority for the Egyptian
government, especially in light of the growth of the Egyptian
population and the fact that the agriculture sector employs
about 70% of the population.

• Considerable financing amount reaching around 0.5% of
Egypt’s GDP.
• Financing mobilized during a difficult and critical time in
Egypt.
• Played a role in reducing pressure on the foreign currency
reserves of Egypt.
• Supports key economic sectors in Egypt.
• Helps the government provide energy and food at affordable, subsidized prices to the public.
• Covers a few months of the import needs for Egypt.

PO Box 55335
Jeddah 21534
Kingdom of Saudi Arabia
Web: www.itfc-idb.org

IFN has 1,768 active mobile users.
Are you one of them?
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Brunei Gas Carriers US$170 million
Islamic financing facility
Structured Finance Deal of the Year
In this Islamic financing facility, Brunei Gas Carriers (BGC)
raised US$170 million to finance the procurement and
construction of a 155,000m3 new build LNG Vessel Hull No.
2606. The facility was organized through a syndicated deal
arranged by Bank Islam Brunei Darussalam (BIBD), Bank of
Tokyo-Mitsubishi UFJ (Malaysia) (BTMU), Sumitomo Mitsui
Banking Corporation Europe (SMBC) and The Hongkong
and Shanghai Banking Corporation (HSBC) collectively as
mandated lead arrangers. Watson Farley & Williams Asia
Practice acted as legal counsel for BGC whilst Norton
Rose (Asia) acted for legal counsel for the mandated lead
arrangers. Ahmad Isa & Partners advised on legal issues
pertaining to Brunei Law.
The financing for the new build vessel was arranged by way
of an Istisnah and forward lease structure during construction,
converting to an Ijarah lease structure upon delivery of the
completed vessel. BIBD acted as facility agent/security agent
and HSBC acted as structuring agent/Shariah adviser to the
transaction.
The deal was the largest financing transaction in Brunei for
the year and is considered a landmark deal in Brunei. The
innovative, Shariah compliant deal structure comprised of
a comprehensive security package involving time-charter
agreements from Brunei LNG (BLNG), allowing for mitigation
of key risks. The complex financing structures were supported
by robust security and cash-flow arrangements that reflect
the project-driven nature of the financings. The new build
vessel is being built by Hyundai Heavy Industries Co. for
delivery in 2014.

Summary of terms & conditions
Obligor

Brunei Gas Carriers (BGC)

Facility Size

US$170 million

Facility Date

July 2012

Facility Purpose

To finance the procurement and
construction of a ‘new build’ 155,000m3
LNG Vessel Hull No. 2606

Key Security

Facility is backed by a long-term time
charter agreement with Brunei LNG
(BLNG)

Mandated Lead
Arrangers

Bank Islam Brunei Darussalam (BIBD),
Bank of Tokyo-Mitsubishi UFJ (Malaysia)
(BTMU), Sumitomo Mistui Banking
Corporation Europe Limited (SMBC) and
The Hongkong and Shanghai Banking
Corporation (HSBC)

Shariah Adviser

HSBC Amanah Malaysia

Legal Counsel for
Obligor

Watson Farley & Williams Asia Practice

Legal Counsel for
Mandated Lead
Arrangers

English Law: Norton Rose (Asia)
Brunei Law: Ahmad Isa & Partners

Structure details

The deal was center around Istisnah, forward lease (Ijarah
Mawsufah Fi Dhzimmah) and Wakalah principles which allows
for syndication and trust arrangements to be in place:
I.

Two SPVs were used to facilitate the financing structure;
BGC SPV (on behalf of BGC) and Orphan SPV (acting as
Wakeel for financiers)

II. Financing from financiers was raised through Orphan SPV
under a Wakalah agreement which will then fund the procurement of the new build vessel to BGC SPV under an
Istisnah agreement.
III. During construction period, Orphan SPV collects advance
lease rentals under the forward lease agreement.
IV. The Orphan SPV also acts as a Wakeel and lessor on
behalf of financiers to lease the completed new build
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vessel to BGC SPV under a long-term lease agreement
and distributes rental proceeds to the financiers under the
Wakalah agreement.
V. As security, BGC SPV will create a mortgage on the new
build vessel, along with assignment of all insurances and
any other security.
VI. Upon maturity of financing amount, BGC SPV will provide
a purchase undertaking to Orphan SPV enabling Orphan
SPV to purchase the new build vessel at exercise price or
if any event of default is triggered.
VII Orphan SPV will provide a sale undertaking to BGC SPV
enabling BGC SPV to buy the new build vessel from Orphan SPV at any time during the life of the facility, at exercise price during time of sale.
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Vessel Sponsors

Ownership Interest

Hyundai Heavy
Industries Co
100% Ownership

Shipbuilding
Contract

Brunei Gas Carriers
(BGC)

Purchase Undertaking

BLNG
(Charterer)

Time
Charter
Agreement

Procurement
(Istisnah)
Agreement

BGC SPV (Vessel Owner –
Legal) (Procurer) (Lessee)
(Service Agent)

Undertaking

Orphan SPV (Wakeel)
(Beneficial Owner) (Lessor)

Forward Lease
Agreement
Service Agency Agreement
Sale Undertaking

Wakala Agreement
Financiers

BLNG Direct Agreement

The deal structure allowed for key risks to be mitigated:
• Payment risk – BLNG financial strength to service its payments to BGC under the time charter agreement. BLNG is a
major contributor to Brunei’s export revenues.
• Operating risk – BGC has vast experience and knowledge in
managing and operating LNG vessels and has an excellent
track record so far.
• Construction risk – Hyundai Heavy Industries Co. is a reputable world-class shipyard with proven track record of successfully constructing LNG vessels.
• Off-take risk – Backed by a long-term LNG sales agreement
with Japanese and Korean buyers.

The complex financing
structures were supported
by robust security and
cash-flow arrangements that
reflect the project-driven
nature of the financings
BGC background

BGC, its vessels and this deal plays an integral part in
supporting the LNG supply chain from Brunei to its customers.
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Thus, this deal is key to Brunei’s long-term economic future.
BGC was formed in 1998 with the sole objective of providing
liquefied natural gas transportation services for BLNG and is
majority-owned by the Brunei government under the Ministry for
Finance Corporation (80%), whilst the remaining shareholding
is split evenly (10% each) between Shell Gas and Diamond Gas
Carriers (a wholly owned subsidiary of Mitsubishi Corporation).
Presently, BGC has three LNG Vessels with a capacity of more
than 135,000 m3, with this new build vessel being planned as
the fourth.

Economic benefit to Brunei

BLNG is a well-established, reputable LNG supplier, with a
30-year track record for delivering LNG supplies to gas utility
companies in Japan and Korea. This new build vessel forms
an important part of Brunei’s mission to deliver LNG to its
customers using newer and more efficient LNG carriers. It is
considered an integral component of BGC’s fleet renewal plan,
taking the lead over older tankers that have been delivering
LNG for the last 40 years. The modernized design provides
BLNG with the capacity for long-term shipping commitments
to its customers and underscores its commitment as a worldconsulting
class LNG supplier.
www.IslamicFinanceConsulting.com
www.IslamicFinanceEvents.com
www.IslamicFinanceNews.com

www.IslamicFinanceTraining.com
www.MIFforum.com
www.MIFmonthly.com
www.MIFtraining.com
www.REDmoneyBooks.com

Bank Islam Brunei Darussalam
BIBD Headquarters
Lot 159, Jalan Pemancha
Bandar Seri Begawan 858911
Tel: + 673 223 8181
Web: www.bibd.com.bn
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KD12.5 Million (US$44.4 million)
YAAS Sukuk Al-Istithmar Issuance
Sukuk & Kuwait Deal of the Year
The KWD12.5 million (US$44.4 million) YAAS Sukuk AlIstithmar Issuance is the first securitization of retail
consumer installment obligations compliant with Shariah
requirements issued by YAAS Sukuk I, a Cayman Island
vehicle, (the trustee) and originated by YAAS Instalments
for Credit Facilities in Kuwait. Rasameel Structured
Finance Company served as lead arranger to the issuance.
Advising on the behalf of the trustee and Rasameel was
the Kuwait office of Al Tamimi & Co.
Recognizing the need for the development of structured finance
and securitization markets within the GCC region, Rasameel’s
innovative model underlying the issuance is intended to serve
as an example where a high quality investment grade product
was not only able to meet the increasing capital needs across
the GCC but also to develop the markets and exchanges where
such products can be freely traded to create liquidity.
In the conventional finance arena, securitization of a portfolio
of consumer based installment obligations is not uncommon;
however, issuing the same while maintaining Shariah
compliance is an unprecedented approach and thus was a
challenge accepted by all relevant stakeholders. Accordingly,
the issuance was based upon the innovative concepts
developed by Rasameel and lawyers at Al Tamimi & Co.
Upon the successful execution and completion of the: issuance,
Rasameel intends to subsequently place several similar
issuances.

The warehousing transaction

Yusuf A Alghanim & Sons (Alghanim) operates a regional
leading consumer home furnishing and electronics retail sales
network through its points of sale and showrooms within
the State of Kuwait. Such network includes the offering and
provision of credit sale arrangements through points of sale,
process credit approval and documentation, product delivery,
inventory warehousing and management and dedicated sales
and support staff (the retail business).
YAAS Instalments for Credit Facilities has been established as
a Kuwaiti special purpose vehicle to provide Shariah compliant
consumer credit sales and services to the retail customers
of the retail business on the basis of Kuwaiti law governed
installment sale contracts (the contracts) and to provide cash
sale and services to the debtors.
To fund its consumer credit activities, YAAS Instalments
entered into a Wakalah arrangement with YAAS Warehouse,
another Cayman Island vehicle established for the benefit of
warehousing investors and managed by Rasameel. Pursuant
to this Wakalah arrangement, YAAS Warehouse appointed
March 2013

Summary of terms & conditions
Size and pricing

KD12.5 Million (US$44.4 million)

Issuer

YAAS Sukuk 1

Issuer name

YAAS Sukuk Al-Istithmar Issuance

Lead arranger

Rasameel Structured Finance Company

Legal Counsel for
issuer & arranger

Al Tamimi & Company (Kuwait)

Legal Counsel for
Cayman Law

MaplesFS

YAAS Instalments as its investment agent to invest YAAS
Warehouse’s investment capital in purchasing from Alghanim
certain furnishings and electronic goods and selling them to the
retail customers of the retail business pursuant to the contracts
in accordance with the investment plan specified therein. In
consideration for the investment capital, YAAS Instalments
agreed to transfer by means of a Murabahah arrangement to
YAAS Warehouse, the economic benefit of the installments
due and payable by the respective consumers/debtors to YAAS
Instalments under the contracts (the portfolio rights).
It is important to note that notwithstanding the Murabahah
arrangement between YAAS Instalments and YAAS
Warehouse, under Kuwaiti law the former remained as a party
to the contracts and retained full legal title to the portfolio rights
and has been and is still responsible to service, administer,
collect and enforce any payment owed by each consumer/
debtor.

The Sukuk issuance

The issuance is comprised of KWD10 million (US$35.29 million)
Class A Sukuk Al Istithmar certificates due and KWD2.5 million
(US$8.82 million) Class B Sukuk Al Istithmar certificates. Each
certificate represents an undivided beneficial ownership interest
in the trust assets which are held on behalf of the trustee on
trust for, and on behalf of, the holders of each certificate.
What makes this issuance innovative and unprecedented is that
the proceeds paid to the trustee by the holders of the certificates
will be used by the trustee to refinance the funding provided by
YAAS Warehouse to YAAS Instalments as described above.
Such process entailed the use of a Murabahah arrangement
between the trustee and YAAS Warehouse whereby YAAS
Warehouse assigned to the trustee the right to receive
the economic benefit of the portfolio rights in satisfaction,
payment and discharge of its obligations under the Murabahah
arrangement, which YAAS Instalments acknowledged and
approved such assignment.
Because YAAS Instalments retains the legal title to the
contracts, the trustee will appoint the former as its investment
agent to service, administer, collect and enforce any payment
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due under the portfolio rights and to transfer such collections
to the trustee. Notwithstanding the above, because YAAS
Instalments is a special purpose vehicle, Alghanim will act as
its servicing agent by undertaking to perform the duties and
obligations set forth in the investment agency agreement for
the benefit of YAAS Instalments and the trustee.
Lastly, one of the most unique aspects to the issuance,
which further distinguishes the same as unprecedented
and innovative, was the approach for the trust assets to be
comprised of not only the portfolio rights but also a tangible
product inventory supplied by Alghanim to YAAS Instalments,
acting on behalf of the trustee.

respective teams to come up with innovative solutions to satisfy
Shariah law, while at the same time meeting the goals of the
client. We want to thank everyone involved with this unique
transaction for their dedication and efforts, especially to the
members of Rasameel and Alghanim who made us part of such
a groundbreaking transaction in the field of Islamic finance. It is
truly an honor.” Partner Philip Kotsis added: “We hope that this
first Sukuk securitization issuance will serve as a cornerstone
for other large retailers in Kuwait and around the globe who
wish to offer Shariah compliant consumer finance solutions to
consulting
their customers.”
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Commentary

The Sukuk issuance marks a landmark deal for Al Tamimi &
Company, Rasameel and Alghanim, this being the first time an
Islamic securitization issuance in the form of Sukuk has been
seen in the State of Kuwait. Partner and head of the Al Taimimi
Kuwait office, Alex Saleh, commented that: “Working on this
transaction led to some interesting challenges and allowed our

Alex Saleh
Partner & Head of Kuwait Office.
Tel: +965-2246-2253
Email: alex.saleh@tamimi.com
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Jebel Ali Free Zone
AED4.4 billion (US$1.19 billion)
Syndicated Financing Facility
Syndicated Deal of the Year
In June 2012, Jebel Ali Free Zone closed a landmark
US$1.85 billion Islamic financing (including an AED4.4
billion (US$1.19 billion) syndicated, eight-year Islamic
financing facility and a US$650 million, seven-year Sukuk)
to refinance its AED7.5 billion (US$2.04 billion) Reg S/144A
Sukuk which matured in November 2012.
Jebel Ali Free Zone (JAFZ or “the company”) operates as
one of the world’s largest and fastest-growing free zones,
housing approximately 6,700 companies (as at 31st December
2011) in the Free Zone from over 100 different countries
(with approximately 125 Fortune 500 and large multinational
companies as tenants). JAFZ contributes approximately 20%
to Dubai’s GDP and has grown to become the most important
logistics hub for the MENA region.
The Jebel Ali Free Zone is situated on 48 square kilometers of
land in Dubai and is integrated with the Jebel Ali port (the world’s
sixth largest) and the new Al Maktoum International Airport.
JAFZ manages the commercial and operational activities within
the Free Zone. The Jebel Ali Free Zone Authority (JAFZA),
which is the regulatory body with oversight on the Free Zone,
granted JAFZ a 99-year usufruct concession in 2007 which
provided JAFZ with the exclusive right to operate and manage
the assets within the Free Zone.
The company had an AED7.5 billion Sukuk issue, maturing in
November 2012, which it needed to refinance. The outstanding
Sukuk was earmarked as one of the key refinancing milestones
in Dubai for 2012, and a successful repayment/refinancing was
considered as instrumental to support the path of recovery for
the Dubai credit story (post the debt standstills sanctioned in
2009). As part of these refinancing efforts, JAFZ appointed
Citibank, Dubai Islamic Bank and Standard Chartered Bank
as joint global coordinators to arrange and raise the required
funds. Given the importance of the transaction to the company
and to Dubai as a whole, senior public sector officials also
monitored developments pertaining to the transaction.

SECURED ISLAMIC FINANCING FACILITY
Summary of terms & conditions
Size

AED4.4 billion (US$1.19 billion)

Obligor

Jebel Ali Free Zone FZE

Signing date

19th June 2012

Tenor

Eight years amortizing

Average life of the facility

Six and a half years

Security

•
•
•
•
•
•

Mandated lead arrangers
and joint book-runners

Abu Dhabi Islamic Bank, Citi, Dubai
Islamic Bank, Emirates NBD, National
Bank of Abu Dhabi, Samba Financial
Group and Standard Chartered Bank

Mandated Lead Arranger

Mashreqbank

Governing law

English Law

SECURED SUKUK ISSUANCE
Summary of terms & conditions
Size and pricing

US$650 million / 7% pa, payable
semi-annually in arrears

Instrument

Fixed Rate, Reg S Senior Secured
Trust Certificates Issue

Obligor name

Jebel Ali Free Zone FZE

Issuer name

JAFZ Sukuk (2019) Limited

Pricing date

12th June 2012

Joint Lead Managers &
Book-runners

•
•
•
•
•
•
•

Joint Lead Manager

Samba Financial Group

Ratings

‘B1’ Positive (Moody’s) / ‘B+’ Stable
(Fitch)

Listing

Irish Stock Exchange and Nasdaq
Dubai (DFSA)

Governing law

English, Dubai, DIFC laws, the Federal laws of the UAE and Jersey law

The transaction

The joint global coordinators provided a full refinancing strategy,
including the incorporation of an early redemption mechanism on
the outstanding Sukuk along with arranging the required US$1.85
billion (equivalent) via an AED4.4 billion, eight-year syndicated
financing facility and a Sukuk offering of US$650 million. Through
a consent solicitation, effectively passed on the 24th May
2012 with a substantial majority (c. 89%) votes, the company
inserted the option to redeem the outstanding Sukuk at par,
prior to maturity, providing the company with the flexibility to
implement an effective refinancing strategy.
March 2013

Mortgage over concession/
usufruct valued at AED13.8 billion
Assignment over receivables
Charge over onshore and offshore
collection accounts
Charge over shares of EZW
Gazeley
Guarantee from Economic Zones
World (EZW)
Collection and reserve accounts

Abu Dhabi Commercial Bank
Abu Dhabi Islamic Bank
Citi
Dubai Islamic Bank
Emirates NBD
National Bank of Abu Dhabi
Standard Chartered Bank
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• The eight-year AED4.4 billion facility was fully underwritten
by a group of eight banks, including the three global joint
coordinators. This Islamic bank facility is expected to fully
amortize during the facility period through a combination of
contractual repayments and cash sweep.
• The seven-year US$650 million Sukuk (secured senior
obligation of JAFZ) was priced at 7% on the 12th June 2012,
following a successful roadshow in the UAE, Singapore,
Hong Kong and London. The transaction was ultimately
very well received by investors, with the orderbook settling
at around US$2 billion (3.1 times oversubscribed). The
landmark Sukuk issuance represented the first public
offering by the company since its inaugural issuance in
2007, the largest non-sovereign Sukuk out of Dubai in over
four years and the first US dollar secured Sukuk from the
region in over four years.

Investors by type (Sukuk)
8%

1%

27%
Fund managers
Banks

Private banks
Insurance/Pension
64%

Investors by geography (Sukuk)

The structure

Both the Sukuk issuance and the Islamic financing facility were
structured based on the principles of Wakalah:
-

Pursuant to a sale and purchase agreement, the company
sold to the trustee (in case of the Sukuk issue) and to the
investment agent (in the case of the Islamic financing facility)
a portfolio of income generating real estate-related assets
(the Wakalah portfolio) consisting of plots of land (and in
certain cases where the company owned the building, the
buildings attached thereto) that are leased to third parties
immediately prior to the issue date.

-

The trustee/investment agent then, pursuant to a service
agency agreement, appointed the company as the servicing
agent to manage the Wakalah portfolio.

-

Any excess between the income generated by the Wakalah
portfolio and the periodic distribution amount payable to the
Sukuk holders (financiers in case of the Islamic financing
facility) will be retained as reserve and shall be applied to
cover any shortfall in future periodic distribution amounts.

-

In the case where there is a shortfall in the periodic
distribution amounts and the reserve amounts are not
sufficient to cover such shortfall, the servicing agent may
either (i) itself provide Shariah compliant funding to the
trustee/investment agent or (ii) procure Shariah compliant
funding from a third party to ensure the Sukuk holders
(financiers in case of the Islamic financing facility) receive
the full amount of the periodic distribution amounts payable
and on terms that such funding is repayable by the trustee/
investment agent to the servicing agent.

26%

65%

7%

Europe
Asia
Offshore US
Middle East

2%

• The Islamic financing facility and the Sukuk issue had a
well-structured common security package that included:
- Mortgage over concession/usufruct valued at AED13.8
billion (US$3.75 billion).
- Assignment over receivables.
- Charge over onshore and offshore collection accounts.
- Charge over shares of EZW Gazeley.
- Guarantee from Economic Zones World (EZW).
- Collection and reserve accounts.

Conclusion

The JAFZ financing was undoubtedly a landmark transaction
that not only allowed the company to successfully refinance a
US$2 billion maturing obligation, but also provided the company
with the opportunity to reposition its capital structure and put in
place a long-term capital structure to substantially deleverage
and de-risk the company. In addition, the success of the deal
boosted the international investor community’s confidence in
the Dubai credit story and repositioned the credit curve for the
consulting
emirate.
www.IslamicFinanceConsulting.com
www.IslamicFinanceEvents.com
www.IslamicFinanceNews.com
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-

Upon the occurrence of a dissolution event or the maturity
of the Sukuk, the trustee/investment agent will be entitled to
exercise a purchase undertaking granted by the company
pursuant to which the company undertook to purchase the
relevant Wakalah portfolio.

-

The trustee/investment agent provided a unilateral
undertaking as well in favor of the company to sell the
underlying assets at maturity or in case of certain events.

www.MIFmonthly.com
www.MIFtraining.com
www.REDmoneyBooks.com

Ahsan Ali
Global head of Islamic origination
Standard Chartered Saadiq
Building One, DIFC Gate Precinct
Dubai International Financial Centre
Dubai, UAE
Email: Ahsan.K.Ali@SC.com
Web: www.standardchartered.com
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Projek Lebuhraya Usahasama (PLUS)’s
US$9.86 billion Sukuk
Malaysia Deal of the Year
Projek Lebuhraya Usahasama (PLUS) closed a recordbreaking landmark RM30.6 billion (US$9.86 billion) Sukuk
program comprising of two tranches of governmentguaranteed and non-government guaranteed ‘AAA’-rated
issuances of varying tenors, sizes, expected returns and
yields to maturity.
The Sukuk, the world’s largest to date and largest single
issuance from Malaysia, is set to reignite interest in
infrastructure-based Sukuk. Despite the turbulent nature of
the current global bond market, there are exciting signs that
infrastructure companies are seeking to diversify their funding
sources with Sukuk emerging as an attractive and viable
alternative. Pure development and infrastructure Sukuk have
been largely absent from the current financial landscape, which
is surprising given the projected demand from Islamic countries
seeking to fast-track their infrastructure requirements and the
natural fit between this and infrastructure-backed Sukuk.
The issuance by PLUS Malaysia, a jointly-owned special
purpose vehicle company of UEM Group and Malaysia’s
Employees Provident Fund (EPF), was established to acquire
the Malaysian business and undertakings, including the assets
and liabilities, of PLUS Expressways under a privatization
exercise. Following the issuance of the government guaranteed
Sukuk and ‘AAA’-rated Sukuk tranches PLUS Malaysia will
acquire all the assets and liabilities of the respective concession
companies.
At RM23 billion (US$7.4 billion), PLUS Expressways’ delisting was the largest privatization exercise in 2011 and the
second largest ever in Malaysia. Shahril Ridza Ridzuan, the
deputy CEO (investment) at EPF, said: “We are confident our
investment in PLUS will provide a long-term and stable source
of income that fits EPF’s risk-return criteria. This investment is
part of our overall strategic allocation of assets into low volatility
sectors.”
The program, according to lead arranger and principal adviser
CIMB Investment Bank, comprised RM11 billion (US$3.54
billion)-worth of government-guaranteed issuances and
RM19.6 billion (US$6.31 billion) of ‘AAA’ issuances; and is
based on a bought deal and private placement basis. The nongovernment guaranteed program also allows for the expansion
of the program up to RM23.35 billion (US$7.52 billion).The
government-guaranteed issuances comprise of two tranches of
RM5.5 billion (US$1.77 billion). The first has a tenor of 26 years
and a periodic distribution of 4.86%, while the other has a tenor
of 27 years and 353 days with a periodic distribution rate of 5%.
The ‘AAA’ issuances, which are Sukuk Musharakah, comprise
a total of 21 tranches with tenors ranging from five to 25 years
with periodic distribution ranging from 3.9-5.75% respectively.

Summary of terms & conditions
Issuer

Projeck Lebuhraya Usahasama (PLUS)

Issuance price

RM30.6 billion (US$9.86 billion)

Purpose of issuance

Proceeds from the Sukuk issuance will
go to part-finance the purchase of assets,
liabilities, businesses, undertakings and
rights of the five toll concessions. It will
also be used to fund capital expenditure,
working capital and other general funding
requirements.

Tenor/ Periodic distribution

The government-guaranteed issuances
comprise of two tranches of RM5.5 billion
(US$1.77 billion). One with a tenor of 26
years and a periodic distribution of 4.86%
and the other with a tenor of 27 years
and 353 days with a periodic distribution
rate of 5%. The ‘AAA’-rated program
was priced at between 3.9-5.75% for 21
tranches with maturities ranging from five
to 25 years

Currency

Ringgit Malaysia

Financial advisor, sole
principal adviser, sole
lead arranger and joint
lead manager

CIMB Investment Bank

Lead manager(s)

RHB Capital, AmInvestment Bank,
Maybank Investment Bank

Listing

Private placement

Underlying assets

Five toll concessions across Malaysia

Rating

‘AAA’ - MARC

Investor breakdown

The issuance was taken up by the
transaction’s lead managers and pension
funds

Badlisyah Abdul Ghani, the executive director and CEO of
CIMB Islamic, said that the program was privately placed; taken
up by the transaction’s lead managers and pension funds. The
success of the issuance has also led to optimism on Malaysian
Sukuk sales this year, with Badlisyah noting that: “This will be
the best year ever.” He said that although the PLUS deal makes
up the largest Sukuk sale from a single issuer to date, another
transaction is expected to follow this year due to the number of
projects coming on-stream in Malaysia from the government’s
economic transformation program.
CIMB Investment Bank was appointed the financial adviser,
sole principal adviser, sole lead arranger and joint lead
manager. The other joint lead managers were AmInvestment
Bank, Maybank Investment Bank and RHB Investment Bank.
Proceeds from the Sukuk issuance will go to part-finance the
purchase of assets, liabilities, businesses, undertakings and
rights of the five toll concessions. They will also be used to fund
capital expenditure, working capital and other general funding
consulting
requirements.
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ITFC’s financing crude oil in Morocco
Summary of terms & conditions

Africa Deal of the Year
Morocco is almost entirely dependent on fossil fuel
imports, which account for about 94% of total primary
energy consumption. The energy import bill exceeded US$7
billion in 2010 with a significant impact on the country’s
budget because of the increase of oil and coal prices in
recent years. By financing SAMIR’s imports of crude oil,
the International Islamic Trade Finance Corporation (ITFC)
supported Morocco in fulfilling its energy requirements
and ensuring a sustainable supply.
SAMIR, the beneficiary, is the sole refinery in the country:
covering 80% of Morocco’s needs of petroleum products.
SAMIR just ended an upgrade project of US$1.2 billion which
lasted three years. On one hand the upgrade enabled SAMIR
to increase its refining capacity. On the other, it enabled the
refinery to produce high quality products with better margins
(Gasoil 50 ppm for instance instead of Gasoil 10000ppm). By
extending this financing at this critical time, ITFC contributed
indirectly to:

Instrument

Syndicated structured Murabahah
financing

Issuer

ITFC, member of the IDB Group

Issuer principal
activities

Shariah compliant trade finance

Issue size & pricing

US$200 million on a three-month
revolving basis

Date Issuances

9th April 2012

Arranger

International Islamic Trade Finance
Corporation (ITFC)

Legal counsel for
issuer

IDB legal department

Shariah advisor

IDB legal department

Purpose of issue

To finance SAMIR’s crude oil needs,
therefore to contribute to the sustainable
supply of petroleum products in Morocco

Deal Mechanics: Transaction Flow

5.2
Release is made

4
Oil stored
1
Supply contract

Supplier

2
20% Payment

5.1
Repayment
is made

3
100% Payment

Disbursement & Repayment steps:
1. SAMIR signs supply contract with its supplier
2. SAMIR pays 20% of contract value as a prior deposit to ITFC
3. ITFC pays 100% of contract value to the supplier after shipping doc. are presented
4. Oil stored under supervision and control of collateral manager (ACE)
5. ITFC sends release instruction to ACE after SAMIR pays the outstanding balance
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(i) The project amortizing, therefore SAMIR performance.
(ii) Smooth and sustainable supply of petroleum products in
the market.
This financing was the first Islamic structured commodity
financing, where the commodities were stored and monitored
by a collateral management firm. The firm that successfully
participated in this deal was Audit Control & Expertise (ACE),
a worldwide established collateral management firm with
collateral control services and commodity values of US$4.5
billion, for 172 financial institutions in 76 countries and 4,800
inspectors and managers in 32 offices in 28 countries.

Disbursement & repayment steps:
1. SAMIR signs supply contract with its supplier.
2. SAMIR pays 20% of contract value as a prior deposit to
ITFC.
3. ITFC pays 100% of contract value to the supplier after
shipping documents are presented.
4. Oil stored under supervision and control of collateral
manager (ACE).
5. ITFC sends release instruction to ACE after SAMIR pays
the outstanding balance.

long experience in financing commodities on a structured
basis and enjoys international recognition, this is the first
time it mobilized US$160 million (adding to its US$40
million) for an STF deal.
- The storage and monitoring is quite unique as the crude
financed by ITFC is kept on comingling basis with other
types of crude oil (of the same grade) in the same tanks.
ACE has to ensure permanently that the level of stock
exceed ITFC financed stock, and alarms ITFC and SAMIR
whenever a critical limit is reached.
In conclusion this type of financing is:
- More Secure: Asset-backed financing with 125% coverage
where goods are under collateral manager custody (self
liquidating transaction)
- High Impact: Increased amount of approved operations
and achieved development mandate through reaching out
to new clients in difficult markets;
- Diversified Portfolio: Improved risk management with
diversified portfolio (region/country/commodity)
- Customer Satisfaction: Provides customized innovative
consulting
trade finance solutions.
www.IslamicFinanceConsulting.com
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What makes this deal standout?
-

-
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The first ever Islamic structured commodity trade finance
deal in Morocco.
The first ever structured commodity trade finance operation
in favor of SAMIR. ITFC has a long relationship with
SAMIR since the late 1970’s. However, this is the first
operation utilizing structured trade finance.
The biggest ever syndicated amount in ITFC for a
commodity structured finance deal. Though ITFC has a

PO Box 55335
Jeddah 21534
Kingdom of Saudi Arabia
Web: www.itfc-idb.org
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Republic of Turkey’s US$1.5 billion
lease certificates
Turkey Deal of the Year
The Republic of Turkey priced the issuance of its firstever sovereign Sukuk on the 18th September 2012, in a
landmark deal that has been eagerly anticipated by the
Islamic finance industry. The country raised US$1.5 billion
from the US dollar-denominated sale, which was priced
competitively in comparison with existing government
debt.
“In line with its strategy to broaden its investor base and
diversify financing resources, [the Turkish] treasury plans to
continue issuing lease certificates in the coming years as part
of its annual financing programs,” said the treasury.

The treasury plans to
continue issuing lease
certificates in the coming years
as part of its annual
financing programs
Structure and pricing

The so-called lease certificates are structured similarly to Sukuk
Ijarah and follow Turkey’s introduction of lease certificates in
April 2010. Turkey’s debut sovereign Sukuk is backed by stateowned properties and land in the country.
Following its announcement on the 5th September 2012 of the
appointment of Citigroup, HSBC and Liquidity Management
House for Investment to arrange the Sukuk, the Turkish treasury
announced on the 18th September that it had priced US$1.5
billion-worth of lease certificates at a profit rate of 2.8%. The
profit rate is equivalent to 185 basis points over mid-swaps.
The government achieved competitive pricing on the notes
in comparison to its previous debt issuances, with the Sukuk
issuance making up its second-cheapest debt sale made in
2012. Its last debt offering comprised a sale of US$1 billionworth of conventional bonds offering a coupon rate of 6%, while
its lowest-priced sale comprised a JPY90 billion (US$1.15
billion) yen-denominated offering which pays a coupon rate of
1.47%.

Summary of terms & conditions
Issuer

Hazine Müsteþarlýðý Varlýk Kiralama
Anonim Þirketi

Obligor

Republic of Turkey

Issuance amount

US$1.5 billion

Tenor

Five and a half years

Coupon rate / return

2.8%

Currency

US dollars

Arranging banks

Citigroup, HSBC, Liquidity Management
House for Investment

Structure /
instrument

Ijarah

Underlying assets

State-owned buildings and land in Turkey

Rating

‘Ba1’ (positive) by Moody’s
‘BB’ (stable) by S&P

Orderbook

The notes received strong demand of almost US$7.5 billion
from 250 accounts. According to the treasury, 58% of the
certificates were allocated to Middle East investors, followed by
Europe (13%), Asia (12%), Turkey (9%) and US (8%).
Demand for the papers was also seen to reflect continued
optimism on Turkey’s economy despite its proximity to Europe’s
financial crisis. Moody’s, which has assigned a ‘Ba1’ rating to
the lease certificates, in tandem with Turkey’s government
bond rating of ‘Ba1’, noted that the ratings reflect the significant
improvement in Turkey’s public finances and the resulting
increased shock-absorption capacity of the government’s
balance sheet; and policy actions taken which can potentially
address external imbalances, such as Turkey’s large current
account deficit. The deficit is also the largest credit risk the
country faces, said Moody’s.
The rating agency has also rated Turkey’s economic strength
at ‘moderate-to-high’ and its financial strength at ‘high’. It
added that: “Although the international economic environment
has become more challenging and Turkish domestic growth is
slowing down, the country’s ongoing efforts to reduce its debt
burden are unlikely to be significantly affected. The relatively
minor and short-lived deterioration in Turkey’s public finances
following the 2008-09 financial crisis gives further cause for
consulting
optimism.”
www.IslamicFinanceConsulting.com
www.IslamicFinanceEvents.com
www.IslamicFinanceNews.com

www.IslamicFinanceTraining.com
www.MIFforum.com
www.MIFmonthly.com
www.MIFtraining.com
www.REDmoneyBooks.com
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Sabana REIT pushes Islamic asset
management in Singapore
Equity & Real Estate Deal of the Year
Sabana REIT, the world’s largest listed Shariah compliant
REIT, saw a spectacular year in 2012: reporting an 11.4%
year-on-year rise in distribution per unit (DPU) with a
portfolio that has grown 22.6% over the last two years
to reach SG$1.1 billion (US$894.51 million). In the fourth
quarter of 2012 it saw a net revaluation gain of around
SG$25.3 million (US$20.56 million), and with an occupancy
rate of 99.9%, its portfolio is performing strongly.
The trust currently holds a portfolio of 21 properties with an
occupancy rate of 99.9%, and in October 2012 completed a
further acquisition with the purchase of 23 Serangoon North
Avenue 5 for SG$61 million (US$49.59 million). The acquisition
was partially funded through its SG$80 million (US$65.7 million)
convertible Sukuk Murabahah issued in September, which
represented a step forward in the REIT’s goal of diversifying its
funding sources.
Bobby Tay, the chief strategy officer at Sabana REIT, confirmed
that the group has every intention of continuing accessing the
Islamic capital market. “The Sukuk was fully subscribed on the
very first day of launch. We are open to new Sukuk launches
but have to time it with our acquisition and market conditions.”
Sabana REIT has also benefited from a trend towards dividend
stocks, as investors struggling to counter low interest rates
move away from growth equities towards the comfort of a
steady income stream. Sabana REIT returned 39% in 2012,
making it one of the top 20 dividend-paying stocks in Singapore.
However, as market conditions tighten the investment trust
is looking to diversify and consolidate in order to maintain its
growth. Tay commented that: “We are still carefully reviewing
some new properties but for 2013, we will be focusing more on
managing our own IPO assets.”

Summary of terms & conditions
Instrument

Convertible Sukuk

Issuer

Sabana Treasury, a wholly-owned
subsidiary of Sabana REIT

Issuer principal
activities

Sabana Real Estate Investment
Management, is the manager of Sabana
Shariah Compliant Industrial Real Estate
Investment Trust (Sabana REIT). Sabana
REIT is Singapore's first certified Shariah
compliant REIT and was established
principally to invest in income-producing
real estate used for industrial purposes in
Asia, as well as real estate-related assets,
in line with Shariah investment principles.

Issue size & pricing

An aggregate principal amount of S$80
million (US$64.3 million) 4.5%. pa in
principal amount of convertible Sukuk due
2017

Issuance Date

24th September 2012

Bookrunner

Morgan Stanley Asia (Singapore)

Arrangers

Morgan Stanley Asia (Singapore)

Legal counsel for
issuer

Allen & Gledhill

Legal counsel for
arrangers

Clifford Chance

Shariah advisor

The Shariah supervisory board of Morgan
Stanley (Singapore), which comprises
Sheikh Nizam Yaquby, Dr Mohamed Elgari
and Dr. Mohd Daud Bakar.

Method of issue

The convertible Sukuk were issued under
a combination of the Shariah financing
principles of Murabahah and Ijarah

Purpose of issue

The Sukuk were issued under a
combination of the Shariah financing
principles of Murabahah and Ijarah and
the property 23 Serangoon North Avenue
5, Singapore 554530, to be acquired by
Sabana REIT using the proceeds of the
Issue, is intended to comprise the Ijarah
assets.

He warns that although the REIT expects to see continued
growth in 2013, its strategy will depend on market conditions
and is likely to remain cautious: “We do hope to grow 10-20%
annually on asset size, but will be prudent on the cost and
quality of the assets. We are dependent on how the financial
markets perform should we want to raise equity or debt.”
The Islamic finance sector in Singapore has been slow to take
off, and interest has remained limited. However, Tharman
Shanmugaratnam, the Singaporean finance minister (and
deputy prime minister), expressed his intention of encouraging
the development of Islamic finance and highlighted the growing
levels of collaboration between Singapore corporates and
Malaysian banks to structure Singapore dollar-denominated
Sukuk programs.

Tay is also positive on the future of Islamic asset management
in the country, and confided to Islamic Finance news that it is an
area in which Sabana REIT has plans to grow.
“I think Islamic asset management should grow steadily in
2013 with more focus in Asia. I am reviewing some interesting
proposals at the moment and hope to create more Islamic
consulting
products out of Singapore.”
www.IslamicFinanceConsulting.com
www.IslamicFinanceEvents.com
www.IslamicFinanceNews.com

www.IslamicFinanceTraining.com
www.MIFforum.com
www.MIFmonthly.com
www.MIFtraining.com
www.REDmoneyBooks.com
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Saudi Arabia has now emerged as a major Sukuk market,
rivaling Malaysia in issuance volume. With these two
powerhouses, steady activity in markets like the UAE and
Indonesia, and the expansion of Islamic capital markets to
new markets like Turkey, 2012 was indeed the most prolific
year for Sukuk. Syndications offered solutions to sticky
deals requiring restructuring and facilitated key business
needs.
Advances in Pakistan, new opportunities in Africa and Sri
Lanka, and, the consistency of Malaysia and the GCC were
additional factors leading to more than 300 nominations in
over 25 categories. As a result this was the most competitive
Deals of the Year competition ever. The 2012 process was
marked by a blend of innovation, replication, and market
expansion.
During 2012, fewer banks issued bonds in the global
markets. But, the Sukuk markets supported both Islamic
banking Sukuk issuances and the issuance of Sukuk suitable

for Basel III compliance. Banking Sukuk, however important,
are not dominant in this year’s Deals of the Year.
The sub-categories were as challenging to select as the
Deal of the Year. 2012’s volumes showed the resilience of
domestic and regional Islamic markets despite trying times
in Europe, North America, China and Japan. As before, the
Malaysian market provided thought leadership and enhanced
execution. Even the Euro-sclerosis could not stop the
successful issuance of a landmark German issue. The GCC
markets, however, blended recovery with new improvements
in products, as well as an intense battle for leadership among
the key arrangers.
Egypt, Oman, Kenya and many other markets are expected to
join the fray this year, and we should anticipate a lucky 2013
bringing a cornucopia of excellent deals and exciting innovations.
The most coveted title, the Deal of the Year, was announced
during our awards dinner ceremony on the 25th February, 2013
at the Jumeirah Emirates Hotel, Dubai.

Deal of the Year: General Authority of Civil Aviation SAR15 billion (US$3.99 billion) Sukuk
Lead manager

HSBC Saudi Arabia

Legal Counsel for lead manager

Allen & Overy, Abdulaziz Al-Gasim Law Firm

Legal Counsel for issuer

Clifford Chance, Al-Jadaan and Partners

Rating

Unrated

Date Closed

15th January 2012

Shariah Advisor

HSBC Saudi Arabia

The General Authority of Civil Aviation (GACA) Sukuk was the first Saudi Arabian transaction to carry the full faith and credit of
the Kingdom of Saudi Arabia through a guarantee from the Ministry of Finance. This makes this a rare 0% risk weight asset for
bank investors. Although structured as a corporate finance deal for GACA, the transaction finances the renovation and expansion
of the King Abdulaziz International Airport in Jeddah. The deal is the largest ever single tranche issuance.
The transaction combines a Mudarabah (51% of the proceeds) and commodity Murabahah (49% of the proceeds). The Mudarabah
invests in airport operations and participates in landing and operating fees. A second portion of the transaction is a Wakalah
generating funds for the project through a long-term Tawarruq transaction which assures investors of their return and provides a
fixed obligation from GACA.
Honorable Mention for Deal of the Year included Kuwait’s YAAS Sukuk 1; the Abu Dhabi Islamic Bank’s Tier I Sukuk Mudarabah;
Brunei Gas Carrier; and the restructuring of Telekom Malaysia’s capital.
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Corporate Finance: Majid Al Futtaim Properties US$400 million Sukuk
Size

US$400 million

Issuer

Majid Al Futtaim Properties

Joint Arrangers

Abu Dhabi Islamic Bank, Dubai Islamic Bank, HSBC

Legal Counsel for the Issuer

Allen & Overy

Legal Counsel for the Banks

Clifford Chance

Joint Arranger & Joint Bookrunner

Standard Chartered Bank

Majid Al Futtaim Holding (MAF) through a guaranteed special purpose vehicle, was the first investment grade private issuer to
come to market in more than four years. MAF’s special vehicle issued Sukuk al Wakalah which held mall properties on behalf
of investors. The deal allowed Majid Al Futtaim to diversify their sources of funding, and secure tight pricing for its London Stock
Exchange listed Sukuk.
Honorable Mention: Brunei Gas Carrier.; Pakistan Mobile Communication; Lucky Holdings; National Bank of Abu Dhabi; and
Jebel Ali Free Zone FZE.
Cross Border: Axiata US$1.5 billion multi-currency Sukuk Issuance Program
Size

US$160.52 million (RMB1 billion)/Inaugural issuance from Axiata’s US$1.5 billion multicurrency Sukuk Issuance Program

Issuer

Axiata Group

Lead Arrangers

Bank of America Merrill Lynch, HSBC Amanah Malaysia

Joint Lead Arranger, Joint Lead Manager
and Joint Bookrunner

CIMB

Malaysian Law Counsel for the Issuer

Zaid Ibrahim & Co

Malaysian Law Counsel for the
Arrangers

Adnan Sundra & Low

International Counsel for the Issuer

Allen & Overy

International Legal Counsel for the
Arrangers

Clifford Chance

With the GCC-Malaysian axis working extremely well, and the London-MENA link at its height, 2012 was one of the most interesting
years for cross-border deals. Axiata’s US$1.5 billion multi-currency Sukuk issuance program kicked off with the largest RMBdenominated Sukuk and the second to-date to be issued in the dim sum bond market. The landmark Sukuk issuance program is
one of Asia Pacific’s first internationally rated multi-currency Sukuk issuance programs. The Sukuk are listed on Bursa Malaysia
Securities (under the Exempt Regime) and the Singapore Stock Exchange
The innovative deal is based on an airtime structure. The RMB1 billion (US$160.52 million) Sukuk due in 2014 utilize only airtime
vouchers representing the right to use minutes on Axiata’s telecommunications network.
Honorable Mention: Abu Dhabi National Energy Company (TAQA); Banque Saudi Fransi US$ issuance; Gulf International Bank;
Saudi Electricity Global Sukuk Company; Felda Global Ventures; Brunei Gas Carrier; and WIENCO (Ghana).
Real Estate: Sabana REIT SG$80 million (US$65 million) Convertible Sukuk al Ijarah
Size

US$65 million SG$80 million

Issuer

Sabana REIT

Arranger & Bookrunner

Morgan Stanley Asia (Singapore)

Co-arrangers

Sharjah Islamic Bank

Legal Counsel for the Issuer

Allen & Gledhill

Legal Counsel for the Banks

Clifford Chance

Real estate was an important asset class for many of the 2012 deals, and Singapore’s Sabana has joined the I-REIT ranks with the
three Malaysian pioneers Al Aqar KPJ, Boustead, and Axis. On the one hand, the deal highlights the benefits of the REIT concept to the
Islamic capital markets. On the other hand, the convertible Sukuk al Ijarah build on the Ijarah leverage model first applied at Al Aqar KPJ.
Honorable Mention: Kings Reach Estate; Emaar Properties; Aldgate Developments Limited Partnerships, and, DIFC Investments.
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Most Innovative: Malaysia Airline System RM1.5 billion (US$493 million) Perpetual Junior Sukuk
Size

US$493 million (RM1.5 billion) in two issuances

Issuer

Malaysia Airline System

Arranger

Maybank Investment Bank

Legal Counsel for the Banks

Adnan Sundra & Low

Maybank Investment Bank advised Malaysia Airline System (MAS) on the issuance of Perpetual Junior Sukuk in a program of up
to RM2.5 billion (US$821.69 million) in nominal value. The privately placed deal took place after MAS suffered the largest loss in
its history of RM2.5 billion in the financial year ending the 31st December 2011.
This loss wiped out two-thirds of its equity capital, causing an urgent need to re-capitalize. MAS sought an instrument which
would minimize the risk of shareholder dilution. Maybank Investment Bank proposed a perpetual Sukuk with a Musharakah
deal to form the perpetual Sukuk and a secondary Musawama to deliver the desired deferred coupon. The Musharakah ensures
that the Sukuk is recognized as equity for accounting purposes, and taps a wider investor base (which includes strictly Shariah
investors). As the perpetual Sukuk is a hybrid instrument, it serves as a unique balance sheet management tool for MAS by being
priced as a subordinated debt yet deemed as equity for accounting purposes.
The perpetual Sukuk marks the first perpetual Sukuk instrument issued by a corporate in Malaysia and the world. This unique
issuance introduced a new asset class, thus deepening the Malaysian bond market, and paves the way for future issuances of
perpetual bonds.
Honorable Mention: WIENCO (Ghana); YAAS Sukuk 1; ADIB Tier 1; Pakistan State Oil Company; and Engro Fertilizer.
Ijarah: FWU Group US$55 million Sukuk Ijarah
Size

US$55 million

Issuer

FWU Group

Luxembourg Law

Loyens & Loeff

International Counsel

Vinson & Elkins

After a long wait, the structures first developed for the 2005 Saxony-Anhalt Sukuk were applied by the German insurer and wealth
manager FWU Group. The bonds were issued through a Luxembourg SPV incorporated using a Dutch Stichting (foundation)
structure. Despite the anemic conditions in the European financial markets, FWU was able to issue an Ijarah Sukuk based on the
sale and leaseback of intellectual property rights. This is the first Sukuk to utilize a computer software program as the underlying
asset and is therefore groundbreaking in a number of ways.
Honorable Mention: Saudi Electricity Company; Sabana Treasury; Government of Dubai, Department of Finance; Tanjung Bin
Power; Republic of Turkey/ Hazine Müsteşarliği Varlik Kiralama anonim şirketi; Republic of Indonesia; Brunei Gas Carriers;
Kimanis Power; State of Qatar Sukuk A; Kuala Lumpur Kepong; and Ghani Glass.
Equity: Sabana REIT SG$80 million (US$65 million) Convertible Sukuk al Ijarah
Size

US$65 million (SG$80 million)

Issuer

Sabana REIT

Arranger & Bookrunner

Morgan Stanley Asia (Singapore)

Legal Counsel for the Issuer

Allen & Gledhill

Legal Counsel for the Banks

Clifford Chance

Albeit small, the Sabana Treasury convertible Sukuk Ijarah achieves landmark status as it is the first ever Sukuk convertible into
units of a real estate investment trust. The deal is the first convertible Sukuk issued globally since 2009.
This transaction is a significant milestone in the development of Islamic finance in Singapore not only for being the first convertible
Sukuk issued, but because it is the first Islamic finance deal to be based on Jurong Town Corporation properties. The Sukuk
were issued under a combination of the Shariah financing principles of Tawarruq and Ijarah. The proceeds were used to acquire
a property for Sabana REIT with cash from the Tawarruq, and then making the REIT Wakeel to own the property whilst entering
into a master Ijarah for the property to be leased to the REIT. The deal’s success demonstrated how the regulatory and tax
infrastructure in Singapore are supportive of complex Sukuk structures.
Honorable Mention: Felda; Astro Malaysia Holdings; and, IHH Healthcare.
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Tawarruq: Albaraka Türk Katılım Bankası Syndicated Murabahah Financing Facility
Size

US$ Tranche: US$293.2 million
EUR Tranche: US$163.28 million (EUR124.5 million)

Issuer

Albaraka Türk Katılım Bankası A.Ş

Arrangers

ABC Islamic Bank, Al Hilal Bank , Bank Islam Brunei Darussalam, Emirates NBD, Noor Islamic
Bank, Standard Chartered Bank

Legal Counsel for the Arrangers

Hogan Lovells

In the largest Islamic Murabahah syndicated financing ever raised by any Turkish financial institution to date, Albaraka Turk
refinanced their 2011 syndication and expanded their funding resources. A key element for Albaraka Turk was to tap a wider
investor base.
Honorable Mention: National Bank of Abu Dhabi, Garanti Finasal Kiralama, Saudi Arabian Mining Company (Ma’aden), and SBG
Sukuk Limited (Saudi Bin Laden)
MudarabaH: Abu Dhabi Islamic Bank US$1 billion Perpetual Tier 1 Trust Certificates
Size

US$1 billion

Issuer

Abu Dhabi Islamic Bank

Joint Lead Managers

Abu Dhabi Islamic Bank, HSBC, Morgan Stanley , National Bank of Abu Dhabi

Joint Structurer and Joint Bookrunner

Standard Chartered Bank

Legal Counsel for the Arrangers

Linklaters

Legal Counsel for the Issuer

Latham & Watkins

ADIB joined the small family of perpetual Sukuk issues this year. The bank issued a Sukuk Mudarabah that qualifies as Basel
III compliant Tier I capital. Listed on the London Stock Exchange, this was the first deal of its kind from the Middle Eastern debt
capital markets. The deal had the lowest coupon for 2012 Basel III compliant issuers offering Regulation S securities.
ADIB, as Mudarib, invested the Sukuk proceeds in the general business of ADIB in accordance with an agreed investment plan.
ADIB is entitled to co-mingle its own assets with the Mudarabah assets. On each periodic distribution date, the Mudarib shall
distribute the profit generated by the Mudarabah to both the issuer and the Mudareb in accordance with an agreed percentage
split – 90% to the issuer and 10% to the Mudareb. The issuer shall apply its share of the profit (if any) generated by the Mudarabah
to pay the periodic distribution amount due to the certificate holders. Payments of Mudarabah profit by ADIB are at the sole
discretion of ADIB and may only be made in circumstances where ADIB will not be in breach of certain solvency and minimum
capital conditions as a result of making such payment.
The profit rate can be reset on the First Call Date, and every six years thereafter should ADIB choose not to redeem the certificates.
The Mudarabah is a perpetual arrangement with no fixed end date. Subject to certain conditions, ADIB may, at its option, liquidate
the Mudarabah in whole on the basis of actual liquidation (1) on the first call date or any profit payment date thereafter or (2) upon
the occurrence of a tax event or a capital event, on any date on or after the issue date.
Honorable Mention: General Authority of Civil Aviation Sukuk, Weststar Capital, N.U.R Power, and Tanjung Bin Energy Issuer.
Musharakah: Liberty Mills PKR500 million (US$5.13 million) Running Musharakah
Size

US$5.13 million (PKR500 million)

Issuer

Liberty Mills

Lead Manager

Meezan Bank

Meezan Bank and Liberty Mills entered into a Musharakah agreement based on Shirkat-ul-Aqd. Under the ‘Running Musharakah’,
Meezan Bank and Liberty Mills (customer) invest in the identified primary operating activities of the customer’s business. Liberty’s
investing and financing activities are not part of the Musharakah arrangement. The deal is a true Musharakah as Meezan is at risk
of losing its capital according to the amount invested.
Under the Running Musharakah product, Liberty Mills can draw and deposit funds against Meezan’s Running Musharakah finance
limit. This is structured to provide a Shariah compliant alternative to conventional overdraft and running finance facilities.
Honorable Mention: Projek Lebuhraya Usahasama; Putrajaya Holdings; Maxis; Jebel Ali Free Zone FZE; and, Hub Power
Company
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Project Finance: Boustead Naval Shipyard Syndicated Trade Facilities of up to RM2.06 billion (US$67.7 million)
Size

Syndicated Trade Facilities of up to US$67.7 million (RM2.06 billion)

Issuer

Boustead Naval Shipyard

Co-managers

Bank Kerjasama Rakyat Malaysia, Bank Muamalat Malaysia

Joint Mandated Lead Arrangers

Affin Investment Bank, AmInvestment Bank, Maybank Investment Bank

Legal Counsel to Lead Managers

Zul Rafique & Partners

(Facilities) comprising:
(i) Advance payment bond facility of up to RM500 million (US$164.34 million);
(ii) Letters of credit facility and/or revolving credit facility of up to the combined principal amount of RM850 million (US$279.39
million);
(iii) Term loan facility of up to RM240 million (US$78.88 million);
(iv) Bank guarantee-i facility under the principle of Al-Kafalah convertible to term financing-i facility under the principal of Bai’ Inah
of up to RM50 million (US$16.43 million); and
(v) Commodity Murabahah term financing-i facility under the Shariah principle of Murabahah of up to RM420 million (US$138.05
million).
The Islamic facilities form part of total syndicated facilities of up to RM4.9 billion (US$1.61 billion). The secured facilities are
designed to be drawn in two tranches. The facilities are meant to support the construction/supply of six second-generation patrol
vessels for the Royal Malaysian Navy.
Honorable Mention: Tanjung Bin Energy Issuer; Kimanis Power; and, Qatar Solar Technologies
IPO: Felda Global Ventures US$3.4 billion IPO
Size

US$ 5.43 billion (RM16.59 billion)

Issuer

Felda Global Ventures Holdings

Advisors

CIMB Investment Bank, Maybank Investment Bank

Joint Bookrunners

Deutsche Bank, JP Morgan, Morgan Stanley

Legal Counsel for relating to Malaysian
Law

Albar & Partners

Legal Counsel

Adnan, Sundra & Low (for Joint Global Coordinators and Bookrunners as to Malaysian Law for
the Advisors)

Legal Counsel

Linklaters (for Joint Global Coordinators and Joint Bookrunnres as to United States and
English Law for the Advisors)

Joint Bookrunners

Deutsche Bank, JP Morgan, Morgan Stanley

Malaysian Counsel for due diligence on the Azmi & Associates
lands and licences held by FGVH Group

Rather than a sign of stagnant global markets, Felda represents the growing importance of the Islamic and Asian markets.
Malaysia’s largest-ever IPO was also the second largest IPO globally in 2012. The IPO attracted global investors seeking to
participate in the prospective upside of Felda’s palm plantations, sugar refining and crude palm oil refining. Felda was particularly
complex due to the number of jurisdictions in which the shares would be offered, which included listing on Bursa Malaysia. The
offering included a Regulation S security, which excluded US investors; and, a Rule 144A series in order to attract qualified
investors from the US.
Honorable Mention: Astro Malaysia Holdings and IHH Healthcare
Africa: SAMIR US$200 million Syndicated Murabahah Financing
Size

US$180 million

Issuer

Societé Anonyme Morocaine De I’Industrie Du Raffinage

Lead Arranger

International Islamic Trade Finance Corporation

This is the first structured trade finance agreement for a Moroccan public sector obligor. The transaction is expected to pave the
way for further Islamic finance solutions in both the public and private sectors. The transaction is secured by a warehouse receipt
covering the facility and adjusting for changes in the price of crude oil. SAMIR successfully fed its supply chain in a structure that
is replicable and uses proven structures from the ITFC toolkit.
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Sovereign: Egyptian General Petroleum Corporation US$2.2 billion Syndicated Murabahah Financing
Size

US$2.2 billion (in multiple tranches)

Issuer

Egyptian General Petroleum Corporation

Arranger

International Islamic Trade Finance Corporation

In the midst of a challenging year for Egypt, the International Islamic Trade Finance Corporation (ITFC) was able to generate
strong attraction to this large sovereign backed deal. The financing is also used to import strategic commodities which are
considered vital for Egypt especially at this time (the oil and gas sector plays a key role in the Egyptian economy contributing
around 9% of GDP and 40% of the foreign currency income for Egypt). The deal was syndicated among 20 financial institutions.
Approximately, 31% of the deal has been disbursed. The remainder will be disbursed in tranches over the next two years.
Honorable Mention: Republic of Turkey/ Hazine Müsteşarliği Varlik Kiralama anonim şirketi; Ministry of Power, Energy & Mineral
Resources (MPEMR), Government of the People’s Republic of Bangladesh; and, State of Qatar Sukuk A.
Trade Finance: WIENCO (Ghana) US$5 million Syndicated Structured Trade Finance Fund
Size

US$13.59 million (SAR51 million)

Issuer

WIENCO (Ghana)

Advisor

Sidra Capital

Co-Arrangers & Co-Mudaribs

Ancile Fund Limited & Fund - Inoks Capital

The Sidra-Ancile Global Structured Trade Finance Fund (Sidra-Ancile) built a custom financing platform to accumulate commodities
from segmented growers. The accumulated commodities are sold on to global commodity firms under standardized off-take
arrangements. The process is structured to control the flow of the commodities. Acquisition of commodities is via Aalam,
processing is through Istisnah, and off-take via Murabahah. Wienco has been an active cotton producer for over 30 years; and
off-take is usually by global firms like CDI, Cargill, and OLAM.
Honorable Mention: Ministry of Power, Energy & Mineral Resources (MPEMR), Government of the People’s Republic of
Bangladesh, Boustead Naval Shipyard, and Societe Anonyme Morocaine De I’Industrie Du Raffinage.
Structured Finance: Brunei Gas Carrier US$170 million Islamic Financing Facility
Size

US$169.89 million (in respect of the financing of a newbuild carrier) and US$83 million (in
respect of the refinancing of the existing Islamic leasing arrangements for the ABADI LNG

Issuer

Brunei Gas Carrier

Mandated Lead Arrangers

Bank Islam Brunei Darussalam, Bank of Tokyo Mitsubishi UFJ (Malaysia), HSBC, Sumitomo
Mitsui Banking Corporation

Legal Counsel for the Issuer

Watson Farley & Williams Asia Practice

Legal Counsel for the Arrangers on
English Law

Norton Rose (Asia)

Legal Counsel for the Arrangers on
Brunei Law

Ahmad Isa & Partners

This deal included the construction and leasing of a newbuild 155,000m3 liquefied natural gas (LNG) carrier, being BGC’s 4th
newbuild LNG carrier. Bank Islam Brunei Darussalam, Bank of Tokyo-Mitsubishi UFJ (Malaysia), HSBC and Sumitomo Mitsui
Banking Corporation Europe were mandated lead arrangers of the US$169.89 million long-term Islamic lease financing facility.
In the second transaction, a US$83 million Islamic lease financing facility refinanced the existing Islamic leasing arrangements in
respect of Brunei Gas Carrier’s first 135,000m3 LNG carrier “ABADI”.
Honorable Mention: YAAS Sukuk 1; Standard Chartered Bank’s Shariah-compliant structured Trust Certificate Issuance Program;
Tiryaki Agro Gida San. ve Tic. A.S.; Etihad Etisalat (Mobily); Tanjung Bin Energy Issuer; WIENCO (Ghana); and, Power and Water
Company for Jubail and Yanbu (Marafiq)
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Restructuring: N.U.R Power RM650 million (US$49.28 million) Sukuk
Size

US$49.28 million (RM150 million) in nominal value

Issuer

N.U.R Power

Lead Manager

Maybank Investment Bank

Legal Counsel for the Issuer

Zaid Ibrahim & Co

Legal Counsel for the Arrangers

Zul Rafique & Partners

Guarantor

Danajamin

Malaysia’s first independent power producer, N.U.R Power Group, serves KHTP in Kedah. Due to the financial crisis in 1997,
the plant rollout was reconfigured into two stages of 220MW instead of 440MW, with project costs scaled down from RM1.75
billion (US$575 million) to RM1.15 billion (US$377.85 million). The IPU only commenced operations in 2006 as KHTP did not
attract sufficient tenants. This led to a default on the project financing loans extended by its lenders and NUR Generation and
NUR Distribution were placed under receivership in November 2004. Dulang Ekuiti (the acquirer) made an offer to the receiver &
manager to acquire the entire assets of N.U.R Power Group via the purchase of shares.
This deal restructures existing obligations with the existing financiers taking a substantial haircut on the total outstanding amount
of the defaulted project financing loans, in addition to arranging for an agreement of the receiver and various creditors. Then,
the challenge was to market the deal to investors, despite the negative image of a group that had defaulted and been under
receivership for eight years. The end structure liquidates the prior claims with a cash settlement, reduces the obligors debt to a
manageable amount, and stretches the tenor to fifteen years.
Honorable Mention: Global Investment House, JAFZ, Malaysian Airlines.
Syndicated: Jebel Ali Free Zone AED4.4 billion (US$1.19 billion) Syndicated Financing Facility
Size

US$1.19 billion (AED4.4 billion)

Issuer

Jebel Ali Free Zone FZE

Lead Arrangers

Citigroup, Dubai Islamic Bank, Standard Chartered Bank

Joint Lead Managers

Abu Dhabi Commercial Bank, Abu Dhabi Islamic Bank, Emirates NBD, National Bank of Abu
Dhabi, Samba

Legal Counsel for the Issuer

Clifford Chance

Legal Counsel for the Arrangers

Linklaters

This syndicated Wakalah refinanced Jebel Ali Free Zone FZE (JAFZ) had an AED7.5 billion (US$2.04 billion) Sukuk issue, which
was due to mature in November 2012. Standard Chartered arranged the syndication and Sukuk issuance of US$1.85 billion (listed
on the Irish Stock Exchange and NASDAQ Dubai). The facilities allowed JAFZ to restructure its capital and take on longer term
liabilities. The Wakalah investment is backed by lease receivables.
The eight-year AED4.4 billion (US$1.19 billion) Wakalah financing facility is expected to fully amortize during the facility period
through a combination of contractual repayments and additional cash sweep. The facility purchased a portfolio of income
generating real estate assets, including undeveloped plots of land and buildings being leased to third parties.
Honorable Mention: Egyptian General Petroleum Corporation; Etihad Etisalat (Mobily); National Industries Group; Brunei Gas
Carrier; WIENCO (Ghana); and, Boustead Naval Shipyard.
Europe: FWU Group US$55 million Sukuk Ijarah
Size:

US$55 million

Issuer

FWU Group

International Counsel

Vinson & Elkins

Luxembourg Law

Loyens & Loeff

FWU Group reviewed the hopes of Sukuk being issued in Europe on a more frequent basis. Apart from the energy shown by Bank
of London & the Middle East and Gatehouse Bank in London, the European markets were eerily quiet. Nonetheless, FWU gave
proof of concept to the capacity for continental European businesses to tap the Islamic capital market using European structures.
BLME and Gatehouse deserve credit for their steady efforts to serve the market.
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Sukuk: YAAS KD12.5 million (US$45 million) Sukuk Al Istithmar
Size

US$45 million (KWD12.5 million)

Issuer

YAAS Sukuk 1

Lead Manager

Rasameel Structured Finance Company

Legal Counsel for Cayman Law

Maples & Calder

Legal Counsel for Issuer & Arranger

Al Tamimi & Company (Kuwait)

The YAAS Sukuk is a ground breaking deal in Kuwait, providing a vehicle for Shariah compliant financing of consumer installments and leases. YAAS Sukuk Ltd. as wakeel entered into a Master Revolving Warehouse Wakalah Agreement with Rasameel
Structured Finance Company, KSC as Investor. This deal delivers credit facilities to customers of Yusuf Al Ghanim stores, which
acts as the sub-Wakeel.
Honorable Mention: Development Bank of Kazakhstan, Sabana Treasury; Axiata Group Sukuk program; AJIL Financial Services;
Sri Lankan Airlines; and, Kot Addu Power Company.
UAE: Abu Dhabi Islamic Bank US$1 billion Perpetual Tier 1 Trust Certificates
Size

US$1 billion

Issuer

Abu Dhabi Islamic Bank

Joint Lead Managers

Abu Dhabi Islamic Bank, HSBC, Morgan Stanley, National Bank of Abu Dhabi

Joint Structurer and Joint Bookrunner

Standard Chartered Bank

Legal Counsel for the Issuer

Latham & Watkins

Legal Counsel for the Arrangers

Linklaters

Despite being displaced by Saudi Arabia from the top two markets for Islamic capital markets activity, the UAE is still a major
market. Islamic banks and investment banks provide a local and regional solution, which are world class. Refinancings of
maturing deals from the mid 2000s and growing confidence in the business and banking sectors meant that 2012 had many strong
UAE deals. But, ADIB’s perpetual raised the UAE’s high standards to another level.
Saudi Arabia: General Authority of Civil Aviation SAR15 billion (US$3.99 billion) Sukuk
Size

US$3.99 billion (SAR15 billion) Sukuk

Issuer

General Authority of Civil Aviation

Arrangers

HSBC Saudi Arabia

Legal Counsel for the Issuer

Al‐Jadaan and Partners Law Firm, Clifford Chance

Legal Counsel for the Arrangers

Abdulaziz Al‐Gasim Law Firm, Allen & Overy

Saudi Arabia now vies with Malaysia to be at the top of the Sukuk market league table. The government linked and banking
sectors now tap the Sukuk market with frequency. The corporate and project finance segments enjoy attractive and competitive
Islamic banking facilities, and any size deal can be met in the Saudi market.
Qatar: State of Qatar US$4 billion Dual Tranche Sukuk
Size

US$2 billion five-year tranche
US$2 billion 10-year tranche

Issuer

State of Qatar

Joint Lead Arrangers

Barwa Bank

Joint Arrangers

Deutsche Bank, HSBC Bank, QInvest , Standard Chartered Bank

Co-Managers

Masraf Al Rayan, NCB Capital Company, Qatar International Islamic Bank, Samba Financial
Group

Legal Counsel for the Issuer

White & Case

Legal Counsel for the Lead Manager

Latham & Watkins

The State of Qatar’s return to the Sukuk market was oversubscribed and well received globally. Listed on the London Stock
Exchange, the deal updates the Qatar Global Sukuk structure, sets a domestic benchmark, and diversifies the State’s capital
resources.
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Malaysia: PLUS RM23.35 billion (US$7.67 billion) IMTN Program and RM11 billion (US$3.61 billion) Guaranteed Sukuk Program
Size

US$7.67 billion (RM23.35 billion) IMTN Program and US$3.61 billion (RM11 billion)
Guaranteed Sukuk Program

Issuer

Projek Lebuhraya Usahasama

Lead Managers

AmInvestment Bank, Maybank Investment Bank, RHB Investment Bank

Legal Counsel for the Issuer

Kadir Andri and Partners

Legal Counsel for the Managers

Zaid Ibrahim & Co

Sole Principal Adviser and Sole Lead
Arranger

CIMB Investment Bank

This is the single largest bond/Sukuk issuance in Malaysia to date; and the single largest Sukuk issuance globally (in any
currency). The deal restructures and combines all of PLUS’s financial obligations. Given the strong activity in the market, the
ability of CIMB to close the deal is remarkable.
Kuwait: YAAS KD12.5 million (US$45 million) Sukuk Al Istithmar
Size

US$45 million (KWD12.5 million)

Issuer

YAAS Sukuk 1

Lead Manager

Rasameel Structured Finance Company

Legal Counsel for Cayman Law

Maples & Calder

Legal Counsel for Issuer & Arranger

Al Tamimi & Company (Kuwait)

The Kuwait market remains largely undeveloped for Islamic capital markets, despite a very large and successful Islamic banking
sector. Rasameel has shown a way for local corporates, especially those involved in trading, to tap the market.
Pakistan: SUI Southern Gas Company PKR2 billion (US$20.56 million) Sukuk
Size

US$20.56 million (PKR2 billion)

Issuer

SUI Southern Gas Company

Lead Arrangers

Bank Islami Pakistan, Dubai Islamic Bank Pakistan, Meezan Bank

This was a structured tax lease led by Meezan Bank allowed Sui Southern Gas Company to finance anticipated capital expenditure
via sale and leaseback. A unique feature of the deal was to allow for the principal cost of the assets to be treated as a tax deductible
expense. As the return is tied directly to the company’s net operating assets, the certificates were issued under section 120 of
the Companies Ordinance 1984, thereby creating an offsetting liability on the books of the company instead of derecognizing the
assets.
Turkey: Republic of Turkey US$1.5 billion 144a / Reg S Debut Sukuk
Size

US$1.5 billion

Issuer

Hazine Müsteşarlığı Varlık Kiralama Anonim Şirketi

Lead Managers

HSBC Bank Middle East, Liquidity Management House

Co-lead Managers

Bank Islam Brunei Darussalam, Barwa Bank, IS Investment, Islamic Development Bank,
Kuveyt Turk, Sharjah Islamic Bank

Joint Lead Manager and Bookrunner:

Citigroup Global Markets

Legal Counsel for the Issuer (Turkish
Law)

Somay Hukuk Bürosu

Legal Counsel for the Issuer (US Law)

Arnold & Porter

Legal Counsel for the arrangers (Turkish
Law)

Yegin Avukatlık Bürosu

Legal Counsel for the arrangers (US &
English Law)

Clifford Chance

The Republic of Turkey’s Irish Stock Exchange-listed Sukuk al Ijarah is the maiden sovereign Sukuk launched by the republic. Investors
participate in the purchase and lease back of certain real estate assets belonging to the republic. The issuance is the first deal to comply
with Article 7/A of Law Number 4749. The deal is also the hallmark of Turkey achieving investment grade status.
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KL Awards Dinner
5th March 2013
Grand Hyatt,
Kuala Lumpur, Malaysia

Structured Finance Deal of the Year

Cross Border Deal of the Year

Project Finance Deal of the Year

IPO Deal of the Year

Restructuring Deal of the Year

Most Innovative Deal of the Year

Malaysia Deal of the Year

Equity Deal of the Year

Turkey & Tawarruq Deal of the Year

Sukuk & Kuwait Deal of the Year
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Dubai Awards Dinner
24th February 2013
Jumeirah Emirates Towers Hotel,
Dubai, UAE

Deal of the Year

Saudi Arabia Deal of the Year

Africa Deal of the Year

Qatar Deal of the Year
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Turkey Deal of the Year

Pakistan Deal of the Year

Equity Deal of the Year

Corporate Finance Deal of the Year
March 2013

deal of the year
awards dinner

Dubai Awards Dinner
24th February 2013
Jumeirah Emirates Towers Hotel
Dubai, UAE

Sukuk & Kuwait Deal of the Year

Trade Finance Deal of the Year

Tawarruq Deal of the Year

Ijarah Deal of the Year
March 2013

Syndicated Deal of the Year

IPO Deal of the Year

Sovereign Deal of the Year

Mudarabah Deal of the Year
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