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Abstract 

Islamic finance is rapidly growing and developing. However, it is facing a challenge in 

providing sufficient products to meet the finance demand. Taking the sukuk as an example 

still, their market lack of diversification and most available structures end up with debt 

obligations. Thus Senior Participatory Sukuk comes to fill this gap. It designed to serve as a 

new proposed financing facility that is free from debt burden to corporations and financial 

institutions. This research is conducted to test the feasibility of the Senior Participatory 

Sukuk from the potential issuers perspective. In responding to the research aim, an 

exploratory qualitative method with interviews is utilized in this research. Six semi-structure 

interviews are conducted in corporation sector of Saudi Arabia. The researcher analyzes the 

data collected through thematic analysis. The results are embodied under four themes which 

are: Senior Participatory Sukuk features, levels of protection, other important factors and 

overview about the product. They indicate that there is a potential to use this product, 

however the participant corporations had a misconception among the prevailing sukuk and 

the Senior Participatory Sukuk, capital market authority should address the concerns of 

partnership and  the intervention of the sukuk holder in the management. Also, the legal 

entities should be interact to study the seniority of the Senior Participatory Sukuk and its 

implication on the bank‘s contracts, developing a standardized contract for this sukuk. 

Furthermore, rating and pricing issues must be taken into consideration also.  

Key words: Hybrid Sukuk, Senior Participatory Sukuk, Hybrid Securities, Sukuk. 
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Glossary 

Certificates of ownership in leased assets These are certificates that carry equal value and 

are issued either by the owner of a leased asset 

or an asset to be leased by promise, or by his 

financial agent, the aim of which is to sell the 

asset and recover its value from subscription, in 

which case the holders of the certificates 

become owners of the assets. 

Certificates of ownership of usufructs of 

existing assets 

These are documents of equal value that are 

issued either by the owner of usufruct of an 

existing asset or a financial intermediary acting 

on the owner‘s behalf, with the aim of leasing 

or subleasing this asset and receive rental from 

the revenue of subscription. In this case, the 

holders of the certificates become owners of the 

usufruct of the asset. 

Certificates of ownership of usufructs to be 

made available in the future as per 

description 

These are documents of equal value issued for 

the sake of leasing assets that the lessor is liable 

to provide in the future whereby the rental is 

recovered from the subscription income, in 

which case the holders of the certificates 

become owners of the usufruct of these future 

assets. 

Certificates of ownership of services of a 

specified supplier 

These are documents of equal value issued for 

the sake of providing or selling services through 

a specified supplier (such as educational 

programmes in a nominated university) and 

obtaining the value in the form of subscription 

income, in which case the holders of the 

certificates become owners of the services. 

Certificates of ownership of services to be 

made available in the future as per 

description 

These are documents of equal value issued for 

the sake of providing or selling services through 

non-existing supplier with the description of the 

subject matter (such as educational programs of 

a specific quality, schedule, duration, etc. 

without mentioning the educational institution) 

and obtaining the value in the form of 

subscription income, in which case the holders 

of the certificates become owners of the 

services. 

Muzara‘a (sharecropping) certificates  These are documents of equal value issued for 

the sake of using the mobilized funds in 

financing a Muzara‘a contract. The certificate 

holders become entitled to a share in the crop as 

per agreement. 
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Musaqa (irrigation) 

Certificates 

These are documents of equal value issued on 

the basis of a Musaqa contract for the sake of 

using the mobilized funds for irrigating trees 

that produce fruits and meeting other expenses 

relating to maintenance of the trees. The 

certificate holders become entitled to a share in 

the crop as per 

agreement. 

Mugarasa (agricultural) 

Certificates 

These are documents of equal value issued on 

the basis of a Mugarasa contract for the sake of 

using the mobilized funds for planting trees and 

meeting expenses of the work. The certificate 

holders become entitled to a share in the land 

and the plantation. 

Concession certificates These are documents of equal value that are 

issued for the sake of using the mobilized funds 

to finance execution of a concession offer in 

which case the certificate holders become 

entitled to rights associated with the concession 



 

Chapter 1. Introduction 

Since the interest bearing instruments are prohibited in Islamic Finance, Sukuk innovation 

come to fill this gap as alternative and competitive instrument to the conventional bonds. 

Sukuk, plural of the word Sakk (Arabic: صىٛن  , plural of   صه  Sakk, "legal instrument, 

deed, check") is the Arabic name for an Islamic investment trust certificate, which has 

increasingly achieved popularity in the financial markets in recent years, During the 

prosperous period of Islam in the 13th century, Sakk which is considered to be the source 

root of the European ―Cheque‖, was referring to any certificate representing a conveyance of 

financial rights or contract , obligations or money transactions that is Shariah compliant for a 

thriving trade activities (McMillen, (2007);Nathif & Thomas, (2004)). 

The Sukuk market started tentatively in the mid-nineties with small-sized issuances before 

expanding spectacularly over the next two decades with 2012 culminating in $145bn new 

issuances. Although the performance of Sukuk in the first half of 2015 was relatively slow 

(around $100-120bn), the Sukuk market is expected to carry on expanding as the low 

financing costs and liquidity abundance make the sector attractive to issuers and investors 

alike( Bahari,(2016); Safari et al.,(2013)).  
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Figure 1. Global issuance of sukuk     

Despite of that, the Sukuk market still very limited in product diversity. Different needs and 

preferences of investors requires a corresponding diversity in product offerings to fulfill the 

needs of both debt- and partnership-oriented investors(Islamic development bank et 

al.,2015). Sukuk are classified to debt based Sukuk like Murabaha, Ijarah, Salam and 

Istisna‘a and partnership based Sukuk such as Musharaka and Mudaraba. However, majority 

of these offerings are based on debt like mechanism which is satisfying the needs of only 

debt-oriented investors whereas a few of options existing for the other group of the investors 

(Ali& Hussain, (2016); Islamic development bank et al.,(2015)). As a result of that, Financial 

Product Development center at the Islamic Development Bank, International Shariah 

Research Academy, Agha& co and Sabic Chair for Islamic financial market studies 

collaborated to develop a new hybrid Sukuk which applied Musharaka principles with no 

debt load on the issuer and with various level of protection and risk mitigation to investor 

(Islamic development bank et al.,2015). The main purpose of this instrument is to provide the 

corporates and financial institutions sustainable fund source that can be used in different 
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things such as: expanding business, improving liquidity, meeting debt obligation etc (Islamic 

development bank et al.,2015). 

Since the Senior Participatory Sukuk theoretically satisfy the preferences of the partnership-

oriented investors and allow the issuer to tap a new market as well as to get a 

financing facility free from any debt burdens that could be serve to fund their operation 

(Islamic development bank et al.,2015). This research intend to investigate the perception of 

the potential issuer in Saudi Arabia about this product in order to launch it as a competitive 

and substitute financing facility to the market.  

Problem statement 

 In reality, Corporations approach the banks or raised additional internal funds in order to 

finance their operation or produce more products and services(Damodaran,(2013); De 

Leon,(2016)). Recently, sukuk become a new  attractive source of fund for corporations 

(Awaludin et al.,2016). Sukuk instrument are divided into three main segments asset based, 

asset backed and hybrid. However, sukuk market still limited in product diversity, the most 

sukuk offerings are debt based such: Murabaha, Salam, Istisna‘a‘a and Ijarah ( Ali& Hussain 

(2016), Taqi Usmani, (1999)). Also, there are  inflexible , ends with debt obligation and do not 

based on future growth. Moreover, they faced  a lot of shariah issues like repurchase agreement 

and tradability of the debts. Thus Islamic development collaborate with international team to 

develop new hybrid sukuk based on the partnership principle to overcome these challenges . 

However,  this product still an idea and there is a need to explore its feasibility before 

introduce it to the market. In order to address this concern, researcher have begun to explore 

how the corporations will perceive the Senior Participatory Sukuk as a suggested instrument 

to raise finance.  
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Research Question 

 How the potential  issuers in Saudi Arabia will perceive the Senior Participatory 

Sukuk? 

Research objective 

 To explore perceptions of the potential issuers regarding Senior Participatory Sukuk 

in Saudi Arabia. 

Significant of the study 

Since the sukuk literature focused largely on qualitative-based (descriptive) on concept of 

Islamic securitization and the relationship with the concept of sukuk, Legal and shariah 

issues and Harmonization and globalization of sukuk such as Jobst et al., 2008 ;Kordvani 

(2009); Rohim and Shereeza, (2013); Rosly and Sanusi, (1999); Rahman, (2003); Tariq and 

Dar, (2007); Usmani , (2007)). To the best of my knowledge, nevertheless studies on sukuk 

has been completed on hybrid sukuk topic. This research will identifies some of main 

challenges facing the growth and expansion of the sukuk market. Also, it will explore the 

feasibility of  new sukuk structure from issuer prospective that may overcome these 

challenges. In addition, the findings & recommendations provided by the research will be 

helpful to researchers and the product developer team to enhance the product efficiency. 

Scope and limitation 

This research will investigate the reaction of the Saudi corporation toward Senior 

Participatory Sukuk as a new proposed way of financing. Despite of efforts to minimize all 

limitations that might creep in course of the research, there were certain constraints within 
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which the research was completed. The research was based on primary data that collected 

from the representatives of the public, private and investment companies in Saudi Arabia. 

Since the participation is voluntary, few of the companies accept to participate in the 

interviews. Given the time and geographic constrains It was not possible to evaluate all 

prospective issuer of Senior Participatory Sukuk in Saudi Arabia. Thus, the study was limited 

to the number of prospective issuers available to the researcher. The current study focused on 

6 participants‘ perceptions. Also, lack of written papers about the hybrid since it is a new 

research area in sukuk was another limitation. 

Thesis structure  

This thesis is divided into five chapters. The research content and composition of the 

thesis is developed as follows: chapter one provides an introduction that covers the research 

topic that is under investigation. Also, presents the detailed research objectives and questions 

that the research is aimed to answer. Additionally the problem statement and significant of 

the study along with the scope and limitations of the study has been discussed. Chapter two is 

giving brief overview of the conventional securities history and types as the idea of Islamic 

sukuk in general and hybrid sukuk in specific inspired from them. Then moving to sukuk 

with focusing on elaboration on the Senior Participatory Sukuk definition by discussing a 

range of characteristics employed in the literature for understanding the concept. The range 

of characteristics includes structure, features, legal and Shariah and comparison the product 

with the prevailing sukuk. Chapter three will represent the study design and methodology. 

The research results and findings will be presented in chapter four, followed by discussion of 

these results in chapter five. Finally, in chapter six the final conclusions and 

recommendations will be mentioned; in addition to suggestions for further research. 
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Chapter 2. Literature Review 

Introduction 

    Conventional finance was the dominant financial system around the world for several 

decades(Chermi& Jerbi,2015). In mid of the 19 century, new Shariah complaint innovation) 

Sukuk ) was born to provide an Islamic financing facility for the government and corporate 

sector  to fund their capital needed( Wilson,2008). Also, It allow the Muslim investors to 

invest their money in instrument that based on Shariah principles that forbid the Riba, Gharar 

and Gambling(Ahmed et al.,2014). The advantages of the Sukuk are not limited to Islamic 

market only, there are some non-Muslim countries like UK, South Africa, Hong Kong and 

Luxembourg which have used it  in order to diversify their financial center (Zulkhibri,2015). 

Sukuk gain a special attention from the researchers and investors as alternative instrument for 

bonds. It must also be acknowledged, that the literature of sukuk is also constrained by the 

lack of academic research in general on the subject of Sukuk and specifically on hybrid 

sukuk topic compared with the cornucopia of  literature on conventional bonds for the 

following reasons: lack of academic institutions that provide dedicated courses on Islamic 

banking and financial theory and market developments; the lack of a global standard and 

accreditation for such academic courses; and the author‘s tendency to publish descriptive 

papers and books on the subject matter for political, institutional or other reasons. The 

essential idea of this section is to add value to sukuk literature by investigating the role of the 

hybrid Sukuk with introduce the Senior Participatory Sukuk as hybrid sukuk innovation. The 

chapter is classified in two main categories conventional and Islamic. It will provide an 

overview of conventional hybrid securities and sukuk their history and types then concentrate 
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on Senior Participatory Sukuk by elaboration its feature, structure, shariah aspect and its 

advantages comparing to prevailing Sukuk 

Conventional hybrid securities 

An overview of conventional hybrid securities 

 Firms can raise funds through various resources: issuing equity like common stocks or 

arising debt. Also, it could be through hybrid securities. Hybrid instruments are the 

securities, which combines the features of equity and debt. Mainly, they are very complex 

and highly structured. Hybrid security is a deep phrase used to express an instrument that lies 

behind the senior debt but ahead the equity (Levi, & Segal, 2015). However, they could 

embody a lot of characteristics that make them more debt like or more equity like. There is 

no standard structure of hybrids, but they generally categorized according to the their value 

that may be fixed of variable or  based on the maturity that could be fixed or perpetual or 

upon their ranking as senior or subordinated or per its ability to absorb the ongoing-concern 

basis, or gone concern basis (De Spiegeleer et al., 2014). 

In 1988, the Basel Committee on banking supervision (BCBS) announced the first Basel 

Capital Accord (Basel I), which set the course for identical rules of competition for banks, 

involving an agreement to apply the common minimum capital standards. Tier1 core capital 

and Tier 2 supplementary capital terminologies were introduced at that time. Basel I 

considered the equity capital and disclosed reserve as core capital (Tier 1), all other capital 

source, specifically hybrid debt capital instruments and subordinated debt had capital to be 

included in the supplementary (Tier2). Hybrid capital accomplished its first step in U.S, 

when the Federal Reserve in 1996 authorized in inclusion of particular cumulative preferred 
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stock instruments (subject to 25% limit) in Tier 1 capital. In order to be qualified as Tier 1, 

the Federal Reserve required these instruments to provide for a minimum five year 

consequent dividends deferral period and to be subordinated to all subordinated debt (Board 

of Governors of the Federal Reserve System [Board]1996) . As a result of that, preferred 

stocks were issued by a number of huge banking holding companies in order to satisfy Tier1 

capital requirement. In 1988, the definition of Tier1 capital was revised by the Basel 

Committee. The Committee decided the inclusion of innovative capital instruments 

(characterized mainly by step-ups and call options in Tier I capital, subject to specific and 

limited to a maximum of 15% of Tier I capital. As a result of qualified trust preferred stocks 

as an expensive form of deb by the rating agencies for many years, the corporate issuers did 

not make use of hybrid capital, since non-financial institutions corporations- other than banks 

- are not subjected regulatory capitalization requirements. The first transparent criteria for the 

treatment of hybrid securities were in hand, was in 2005 when the Moddy‘s followed S&P in 

granting equity credit for to tax deductible trust preferred. By that time, it was possible to 

construct a hybrid security with a tax-deductible that gained equity credit from the rating 

agencies. The new methodology of Moddy‘s increased the maximum equity credit assigned 

to instrument to 75% and opened the space for tapping the hybrid market for the first time by 

significant number of nonfinancial institutions. Afterwards, other agencies followed with 

amended methodologies (Frauendorfer, 2010).  

Types of hybrid securities   

i. Preferred stock: Preferred stock was the first hybrid instruments that took a  

place in the market. It combines a characteristic of debt, as it offers their holder 

regular fixed or float payment and equity in which they are volatile depending on 

https://www.federalreserve.gov/
https://www.federalreserve.gov/
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credit risk as well as interest rate risk ( Bundgaard, (2014); De Leon,(2016); De 

Spiegeleer et al., (2014) ; Wise,(2003)). Also, it represent non-voting ownership in 

the company. These instrument called preferred because preferred shareholder senior 

to common stockholders in case of bankruptcy or liquidation, hence it is consider a 

less risky compared to common stocks (Bundgaard, (2014); De Spiegeleer et al., 

(2014)). Preferred shares consist of different types as the following:  

Retractable Preferred Shares (RPS): are type of the preferred shares that can be 

redeemed at par value  at particular date by the company as the holder have a power 

to force the issuer to repurchase the stocks through practicing their retraction right. 

Usually these stocks redeemed by the issued company  before the retraction date in 

order to force the holder to (Their holder exposed to call risk which is allow  the 

issuer to redeem the shares before the retraction date forcing the investors to re-invest 

them at current market rates (Wise,2003).  

Fixed Rate Perpetual Preferred Shares (FRPPS): This type of preferred 

provide fixed payment as long as they remain ongoing (outstanding). They have no 

maturity date. Since it is callable, the issuer can redeem them, however their holder 

enjoy no retraction right as the retractable preferred shares. On the other hand, in case 

of no redemption by the issuer, the holder have option either to trade them in the 

secondary market or to hold them for unlimited time. (Wise, 2003). 

Rate Reset Perpetual Preferred Shares (RRPPS)  :  The payment made by this 

type is fixed until the call date, if the issuer do not redeem the stocks then the holder 
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have to option either to hold a floating rate preferred share or have a preferred share 

with a new fixed dividends rate can be locked-in till the next call date (Wise,2003). 

Floating Rate Preferred Shares (FRPS): Dutch auction rate preferred stock 

and Variable rate preferred stock are different names for the Floating Rate Preferred 

Shares. Their holder provided with a float dividends which usually paid monthly or 

quarterly and tied to a benchmark typically as a percentage of the bank prime rate 

(Alderson et al. , 1987). 

Split Preferred Shares (SPS): Are synthetic preferred shares which a portfolio of 

common stocks or portfolio of a complex financial instrument are the based for 

them(Wise,2003). 

ii. Convertible bond: Basically, the convertible bond is a corporate bond with a 

conversion feature which is an optional right that allow the investor to convert 

bond into ordinary shares. The conversion right is restricted by the investor 

only. Usually, the number of shares received upon the conversion is specified 

in the prospectus and it is called conversion ratio. Subsequently, if the investor 

choose to convert the bond into shares, the investor give up the coupons and 

the cash redemption of the convertible bond face value (De Spiegeleer et al., 

(2014); Jones and Mason(1986)). 

iii. Mandatory convertibles    :  Kind of convertible bond that force its issuers to 

convert it into shares on conversion date or before. Mandatory convertible 

holders entails to receive high interest rate in order to reward the for the 

mandatory conversion structure. ( Arzac,1997) 
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iv. Contingent convertible: Contingent Convertible is a capital instrument issued 

by financial institutions. It has different names like: CoCos , buffer 

convertible capital securities, enhanced capital notes, etc. Its market still in the 

begging phase and lack of the standardization. CoCos are not deemed as 

having a typical structure. In contrast, the corporate bond is the base of CoCos 

structure with extra features issued by bank which can absorb the losses 

without leading to bankruptcy of the issuer. Conversion of the contingent 

convertibles to the equity or write down is  mandatory in case  of the bank 

gets into a life threatening situation. CoCos are more risky compared to the 

convertible bonds because they expose to unlimited downside risk, thus their 

holder  received higher coupon rates (De Spiegeleer et al., 2014).  

v. Exchangeable bonds: Exchangeable bonds and convertible bonds are the two 

sides of the same coin. However, in the exchangeable bonds  the  underlying 

shares to be delivered on conversion are either own by the same company that 

issued bond or usually a subsidiary (De Spiegeleer et al., 2014). 

vi. Warrant-bond: Warrant bond is a standard bond that release with a warranty. 

This warranty usually can be separated and traded. The warranty is a long 

term option that allow its holder to purchase an  ordinary shares of the 

company at certain price over a certain period of time, however it is a right not 

an obligation. Since the warrant-bond is tradable, the investor can choose to 

sell the warrant and keep the bond. As a result of this feature, the issuer enjoy 

the opportunity to issue warrant-bond with a various maturities (Abdul Rahim, 

(2012); Jones and Mason(1986)). 
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vii. Bail-in bond: Bail-in bond is a resilient instrument a that has loss-absorption 

feature which used to rescue the financial  institution on verge of bankruptcy. 

It forces the creditors to bear some losses when a bank put into resolution 

,either through debt written down or converting the debt into equity. The loss 

absorption mechanism is not an inherent feature in the structure of bail-in 

bond, unlike the CoCos that is a loss-absorption by nature (De Spiegeleer et 

al., 2014). 

viii. Toggle Bonds: Are debt instrument that gives the issuer the option to defer 

coupon payment. as a result of that, the holder of these instrument will be 

compensated by increasing in future coupon to pay the coupon either in kind 

or in cash compensate with value of the future coupon will be increased in 

size(De Spiegeleer et al., 2014). 

ix. Hybrid bank capital 

Hybrid Tier 1: Tier 1 bond is a perpetual bond with a call feature, usually the 

issuer call the bond after the issue date by 5 to 10 years. If  the issuer do not 

redeem the bond at the first call date, the bond coupon turned to be floating. Since 

the Tier 1 is  subordinated to senior bond and  tier 2 bond it may not be paid in 

case if the capital ratios is not sufficient. This bond work as a loss absorption 

mechanism in a financial difficulties as its coupon can be deferred at such 

events(De Spiegeleer et al., 2014). 

Hybrid Tier 2: Tier 2 capital is structured as supplementary capital, and is 

composed of items such as   hybrid securities, subordinated debt , revolution 

reserves, undisclosed reserves. Tier 2 bond used to absorbs the loss of the bank on 
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a gone concern basis. It ranks after the senior debt and above the tier 1 bonds. The 

loss absorbency of regulatory capital that declared in the Basel Committee 

proposal in August 2010 has been also influenced the Tier 2. International active 

bank is required to have in their terms and conditions regarding all non-common 

Tier1 and Tier 2 instruments that state the following in case of  the bank is no 

long viable all of them must be written off or converted into shares.(De Spiegeleer 

et al. ,2014 ). 

x. Hybrid corporate capital: Are the bonds that issue by a corporations( non-

financial institutions). They have  long term maturity and majority of them are 

callable. Also, its coupon payment can be differed or cancelled by the issuer 

either mandatory or in case the company prink into collapse. In addition,  in 

rating mechanism the rating agencies consider them as an equity(De 

Spiegeleer et al., 2014). 

xi. Mezzanine financing. Is a hybrid instrument that can be structured in any way 

to come up with specific solutions for the specific financing requirements of 

private and listed companies. (Vasilescu, 2010). According to Sazonov et al. 

(2016), mezzanine financing considers unsecured loan compared to the bank 

loan, subsequently the lender will be compensated by increasing the interest 

rate.  Also, it is treated like equity in the balance sheet, thus the debt to equity 

ratio of the company will not increase which make the borrowing from a bank 

very easier. 
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Table 1. Conventional hybrid security. 

Category  Coupon 

rate 

Payment 

frequency  

Face 

value 

Income  Term  Characteristics 

 

Preferred 

shares  

Floating  

or fixed  

Varies Fixed  Dividends Could be 

Fixed, 

variable 

or 

perpetual   

-Senior to the common share 

holder 

- Dividends could be 

cumulative/ non-cumulative  

- Redeemable/ non-redeemable 

Mandatory 

convertibles 

 

Floating 

or fixed 

Varies 

typical 

quarterly 

Fixed Interest  Usually 

fixed 

-Conversion terms are fixed. 

-Conversion into equity is not 

optional. 

- Higher coupon rates 

compared to convertibles. 

Convertible 

bonds  

Floating 

or fixed 

Varies 

typical 

quarterly 

Fixed Interest Usually 

fixed 

-Enjoy Conversion option 

-Conversion terms are 

subjected to change 

- Issued at discount. 

-The option to convert the 

bond for the stock of the issuer 

firm only. 

Contingent 

convertibles 

Floating 

or fixed 

Varies Fixed  Interest  Fixed or 

perpetual   

-Conversion to the equity or 

written down is mandatory in 

case of the bank gets into a life 

threatening situation. 

- Higher coupon rates 

compared to convertibles. 

-Conversion/write down 

happens via a predefined 

trigger mechanism. 

Warrant-bond Floating 

or fixed 

Varies 

typical 

quarterly 

Fixed  Interest Usually 

fixed 

-Its holder have option to 

purchase a share at pre-

specified amount and over 

specified period. 

-The warrant is detachable and 

can be traded. 

Bail in bond Floating 

or fixed 

Varies  Fixed  Interest Usually 

fixed 

-The holder forced to bear the 

losses of the bank. 

- The bank convert it into 

shares or write it down before 

reaching a state of bankruptcy. 

Hybrid bank 

capital 

Floating 

or fixed 

Varies 

 

 

Fixed  Interest  Fixed or 

perpetual   

-Subordinated to the senior 

bondholder. 

-issued by banks, callable and 

could be cumulative or non-

cumulative. 

- The failure to pay a coupon 

will not lead to bankruptcy. 
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Sukuk  

An overview of Sukuk. 

 The Accounting and Auditing Organization for Islamic Financial Institutions (AAOIFI) 

officially defined Sukuk in the Standard for Investment Sukuk as certificates of equal value 

representing undivided shares in ownership of tangible assets, usufruct and services, and it 

identified at least fourteen possible Sukuk structures (AAOIFI, 2008). 

In simple words, Sukuk represent a written certificate showing right of ownership over a 

project or investments on the underlying assets and partnership in the project (Najmi, 2009). 

In 13
th

 century, Ottoman Empire was the first people who use Sukuk securities to reconstruct 

and rebuild of the infrastructure of the empire after the devastating crusades.  This Sukuk 

served as vehicle means to guarantee the borrowing for the sultan created by the Islamic 

jurists at that time (Hilten, 2014). Around the year 1840, interest bearing treasury bonds were 

giving out by the Ottoman empire in addition, Egypt‘s‘ French come up with legal codes 

based on reasonable interest rate deliver the same purpose as the Arab financing did (Warde, 

2000).  The Utilitarianism (maslaha) was the basic concept that Muhammad ‗Abduh the 

Category  Coupon 

rate 

Payment 

frequency  

Face 

value 

Income  Term  Characteristics 

 

Hybrid 

corporate 

capital 

Floating 

or fixed 

Varies 

 

 

Fixed  Interest  Fixed or 

perpetual   

-Subordinated to the senior 

bondholder. 

Issued by corporates, callable 

and could be cumulative or 

non-cumulative. 

 

Mezzanine 

financing 

 

Floating 

or fixed 

Varies 

 

 

Fixed  Interest  Usually 

fixed 

-Traditional loan but the lender 

are junior to the senior 

creditor. 

- Funds borrowed are treated 

like equity in the balance 

sheet. 
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Egyptian Mufti at the time, used to legislate these transaction (Hilten,2014). As a result of the 

colonialism, new finance era started. The interest-based transactions were dominant and 

practiced by all Islamic countries including their central banks on the (judicial) basis of 

custom, necessity and the public interest. However, some of jurists found that, application of 

conventional financial system is not necessary. With advent of the Islamic finance, some 

financial institutions were established some of them used interest-based transaction like the 

Faisal Islamic Bank of Egypt, and others do not and succeeded in that to various degrees 

(Warde, 2000).  

The fact of massive geographical diversification pertaining Islamic finance standards in 

Muslim world must be considerable (Hilten, 2014). The book of Warde  that published in 

2000 include one chapter that represent the process of Islamic finance applications under 

different religious, political, economic and cultural circumstances such as the case studies of 

Iran, Pakistan and Sudan.  

In the last two decades, the objective of the Islamic finance cases regarding its introduction 

were accomplished for special purposes not for actual fundamental financial or regulatory 

reforms .In 1988 Jeddah, Saudi Arabia the Council of the Islamic Fiqh Academy recover the 

Sukuk and set the fundamentals of the modern day Islamic securitization. The resolution 

stated that the bond must be backed by a physical assets and it could be traded at the market 

price. Malaysia was the first issuer of these bonds, despite of that the resolution declared in 

the Gulf region. The first Sukuk issuance was based on the bay‘ bi-thaman ‗ajil principle 

with amount equivalent to $30 million launched by Royal Dutch Shell subsidiary in 1990, 

Malaysia. Subsequently,  Bahrain and Qatar issued a sovereign Sukuk followed by the 

corporate Sukuk that issued by the UAE and Saudi Arabia. Although the issued Sukuk by 
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Malaysia was upon acceptable Islamic contracts such as : Murabaha and Ijarah, the structure 

of them was not comply with Shariah in order to the specified fixed payment in the contract 

that investors promised to receive it which in conflict with the risk sharing fundamental that 

Sukuk based on. Majority of current Sukuk issuance based on asset baked like Musharaka 

and Mudaraba or a project base as a  solution to this issue and to shift the issuance of Sukuk 

from debt base to equity base (Hilten,2014; Bahari et al. ,2016).   

The global Sukuk issuance  by countries  as at 1st quarter 2015, represent that Malaysia is the 

leading of the market with issuance equal to 42.3% of the total global issuance of Sukuk as 

compared to other countries then United Arab Emirates comes as the second Sukuk issuer 

with the percentage of 18.2% and the small issuer of Sukuk was Brunei country with a 

percentage of .8% as the Figure.2 shown (IIFM, 2014; Thomson Reuters Zawya, 2014). 

Figure 2. Sukuk Issuance by Countries. 

The dominant type of sukuk in the market is the sovereign for more than half of the total 

issuance followed by the corporate sukuk  with a percentage of 19.3 where its issuer are 
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generally from the Turkey and Malaysia financial sectors (IIFM,( 2014); Thomson Reuters 

Zawya, (2014)).  

While the supra-national come at the third level with issuance size equal to 15.2%, the 

Islamic Development Bank (IDB) and the Islamic Liquidity Management Corporation 

(IILM) are the leader issuer of this sukuk type. Finally, Government related entities sukuk 

type has the small percentage compared to others as represented in Figure 3 (IIFM, 2014; 

Thomson Reuters Zawya, 2014). 

 

Figure 3. Sukuk Issuance by issuer type.  

Types of sukuk 

 According to van Hilten (2014) sukuk could be classified either according to the issuer such 

as:  the sukuk that issued by the government sector is called sovereign sukuk and the 

corporate sukuk which issued by the corporates or based on the practice.  There are different 

types of sukuk based on the financing mode utilized in their structuring. As per the following 

figure, sukuk can be divided into three classes: asset based which contains two sub 
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categories: sale & lease based and asset backed that includes partnership & agency based. In 

addition to the hybrid which involve the convertible, exchangeable and perpetual sukuk. 

Figure 4. Categories of sukuk . 

According to Reuters (2011) the popular types of Sukuk and essential types of Sukuk are 

Istisna‘a‘a, Ijarah, Musharaka, Salam. As per the AAOIFI there are fourteen eligible Sukuk. 

the following are the most prevalent sukuk: 

i. Musharaka Sukuk (AAIOFI, 2015): Establishing a new project, developing an    

existing project or financing a business activity on the basis of any partnership contracts so 

that the certificate holders become the owners of the project or assets of the activity as per 

their respective shares, with the Musharaka certificates being managed on the basis of 

participation or Mudaraba or an investment agency.‖ (AAOIFI Standard 17, 3/6) 

Musharaka sukuk Occupy the second rank after Ijarah sukuk as popular used sukuk globally. 

They are used for mobilizing funds for establishing a new project or developing an existing 

one, or financing a business activity on the basis of equity partnership. The certificate holders 

become the owners of the project or the assets of the activity as per their respective shares as 

Source: Security commission,2009 

Modified by the researcher 
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they are all considered to be financers. Musharaka sukuk can be treated as negotiable 

instruments and can be bought and sold in the secondary market( Hanim et al.,2010). 

Figure 5. Musharaka Sukuk Structure 

Steps involved in the Musharaka Sukuk: Corporates and the Special Purpose Vehicles 

(SPVs) enter into a Musharaka partnership arrangement as a form of joint venture for a fixed 

period and an agreed profit-sharing ratio. Also, the corporate undertakes to buy Musharaka 

shares of the SPV on a periodic basis. The following are some cases where Musharaka Sukuk 

can be developed:  

 Corporate (as Musharik) contributes land or other physical assets to the 

Musharaka.  

 SPV (as Musharik) contributes cash i.e. the issue proceeds received from the 

investors to the Musharaka.  

Source: (Clifford Chance, 2006) 
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 The Musharaka appoints the Corporate as an agent to develop the land (or other 

physical assets) with the cash injected into the Musharaka and sell/lease the 

developed assets on behalf of the Musharaka.  

 In return, the agent (i.e. the Corporate) will get a fixed agency fee plus a 

variable incentive fee payable.  

 The profits are distributed to the Sukuk holders.  

 The Corporate irrevocably undertakes to buy at a pre-agreed price the 

Musharaka shares of the SPV on periodic basis and at the end of the fixed 

period; the SPV would no longer have any shares in the Musharaka. 

Sukuk al-Musharaka in practice: US$550 million sukuk transaction for Emirates, 

Dubai's national airline, the seven-year deal was a structured on a Musharaka contract. The 

Musharaka or joint venture was set up to develop a new engineering center and a new 

headquarters building on land situated near Dubai's airport which will ultimately be leased to 

Emirates. 

ii. Mudaraba Sukuk (AAIOFI, 2015): ‖These are certificate of equal value issued for  

the purpose of financing the purchase of good through Mudarabah so that the certificate 

holder become the owners of the Mudarabah commodity.‖ (AAOIFI Standard 17, 3/5). 

‖Mudaraba certificates: The issuer of these certificates is the Mudharib, the subscribers are 

the capital providers, and the realized funds are the Mudaraba capital. The certificate holders 

own the assets of Mudaraba and the agreed upon share of the profits; losses, if any, are borne 

by capital providers only.‖ (AAOIFI Standard 17, 3/5/7). 
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Mudarabah sukuk called the client part because they are the capital providers and the do not 

participate in the management; the mudharib (entrepreneur) is the active partner who is in 

charge to manage the project or the business. The capital that raised through subscription in 

the Mudarabah sukuk utilized in enhancing public participation in mega investment projects 

(Mohamed,( 2008); Hanim et al.,(2010)).  

Figure 6. Mudarabah Sukuk Structure. 

Steps involved in the Mudarabah Sukuk: 

  Mudharib enters into an agreement with project owner for construction/ 

commissioning of project.  

 SPV issues Sukuk to raise funds.  

  Mudharib collects regular profit payments and final capital proceeds from project 

activity for onward distribution to investors.  

 Upon completion, Mudharib hands over the finished project to the owner. 

Source: (Alsaeed,2012) 
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 Sukuk al-Mudaraba in practice:  Shamil Bank of Bahrain B.S.C. raised 360 million 

Saudi riyal investment capital through the Al Ehsa Special Realty Mudaraba, representing an 

investment participation in a land development transaction with a real estate development 

company in the Kingdom of Saudi Arabia. The investment objective of the Mudaraba is to 

provide investors with annual returns arising from participation in the funding of a land 

financing transaction Profits due to investors will be accrued on the basis of returns attained 

from investing the subscriptions. 

iii. Ijarah Sukuk (AAIOFI, 2015): ‖These are certificate of equal value representing 

undivided shares in ownership of tangible assets, usufruct and services or (in the ownership 

of) the assets of particular projects or special investment activity, however, this is true after 

receipt of the value of the sukuk, the closing of subscription and the employment of funds 

received for purpose for which the sukuk were issued‖ (AAOIFI Standard 17, 3/1). 
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Figure 7 . Ijarah Sukuk Structure 

Broadly, Ijarah sukuk are most used sukuk and could be traded in the secondary market 

(Jabeen, (2007); Biancone, & Shakhatreh, (2015)). Since their holder become the owner of 

the asset so they are entitled to receive a return when that asset is leased. 

 

 

Features of Ijarah Sukuk: 

 It is necessary in an Ijarah contract that the assets being leased and the amount of rent 

are clearly defined to the parties at the time of the contract, and if both of these are 

known, Ijarah can be contracted on an asset or a building that is yet to be constructed, 

as long as it is fully described in the contract provided that the lessor should normally 

be able to acquire, construct or buy the asset being leased by the time set for its the 

lessee from taking benefit from the asset. The new owner would be entitled to receive 

the rentals (AAOIFI, 2003).  

Source: (Clifford Chance, 2006) 
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  Rental conditions in Ijarah must be stipulated in clear terms for the first term of the 

lease, and for future renewable terms, it could be constant, increasing or decreasing by 

benchmarking or relating it to any well-known variable.  

  As per Shariah rules, expenses related to the body or basic characteristics of the assets 

are the responsibility of the owner, while maintenance expenses related to its operation 

are to be borne by the lessee.  

  As regards procedure for issuance of Ijarah Sukuk, an SPV is created to purchase the 

asset(s), which in turn issues Sukuk to the investor, enabling it to make payment for 

purchasing the asset. The asset is then leased to third party for its use. The lessee 

makes periodic rental payments to the SPV that in turn distributes the same to the 

Sukuk holders.  

  Ijarah Sukuk are negotiable and can be traded in the secondary market.  

  Ijarah Sukuk offer a high degree of flexibility from the point of view of their issuance 

management and marketability. The central government, municipalities, Awqaf or any 

other private or public entities can issue these Sukuk. Additionally, they can be issued 

by financial intermediaries or directly by users of the leased assets.  

Steps involved in the structure: 

 The obligor sells certain assets to the SPV at an agreed pre-determined purchase price.  

 The SPV raises financing by issuing Sukuk certificates in an amount equal to the 

purchase price.  

 This is passed on to the obligor (as seller).  
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 A lease agreement is signed between SPV and the obligor for a fixed period of time, 

where the obligator leases back the assets as lessee.  

 SPV receives periodic rentals from the obligor;  

 These are distributed among the investors i.e. the Sukuk holders.  

 At maturity, or on a dissolution event, the SPV sells the assets back to the seller at a 

predetermined value. That value should be equal to any amounts still owed under the 

terms of the Ijarah Sukuk.   

 Sukuk al-Ijarah in practice: In 2004, Sarawak Economic Development Corporation  

(SEDC) raised US$350 million from the market through a Sukuk Al-Ijarah Trust Certificates 

issuance by its SPV, Sarawak Corporate Sukuk Inc. (SCSI). The certificates were issued with 

a maturity of 5 years and under the proposed structure, the proceeds will be used by the 

issuer to purchase certain assets from 1st Silicon (Malaysia) Sdn Bhd. Thereafter, the issuer 

will lease assets procured from 1st Silicon to SEDC for an agreed rental price for an agreed 

lease period of 5 years. 

i. Murabaha Sukuk (AAIOFI, 2003): In this case the issuer of the certificate is the  

seller of the Murabaha commodity, the subscribers are the buyers of that commodity, and the 

realized funds are the purchasing cost of the commodity. The certificate holders own the 

Murabaha commodity and are entitled to its final sale price upon the re-sale of the 

Commodity.   

The possibility of having legally acceptable Murabaha-based Sukuk is only feasible in the 

primary market. The negotiability of these Sukuk or their trading on the secondary market is 

not permitted by Shariah, as the certificates represent a debt owing from the subsequent 
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buyer of the commodity to the certificate-holders. Such trading amounts to trading in debt on 

a deferred basis, which will result in Riba. 

Figure 8  Murabaha Sukuk Structure 

Despite being debt instruments, the Murabaha Sukuk could be negotiable if they are the 

smaller part of a package or a portfolio, the larger part of which is constituted of negotiable 

instruments such as Mudaraba, Musharaka, or Ijara Sukuk. Murabaha sukuk are popular in 

Malaysian market due to a more liberal interpretation of fiqh by Malaysian jurists permitting 

sale of debt (bai-al-dayn) at a negotiated price( Alsaeed,2012). 

Steps involved in the structure: 

 A master agreement is signed between the SPV and the borrower.  

  SPV issues Sukuk to the investors and receives Sukuk proceeds.  

  SPV buys commodity on a spot basis from the commodity supplier.  

Source: (Global Investment House, 2008) 
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  SPV sells the commodity to the borrower at the spot price plus a profit margin, 

payable on installments over an agreed period of time. 

 The borrower sells the commodity to the commodity buyer on a spot basis. 

 The investors receive the final sale price and profits. 

 Sukuk al-Murabaha in practice: Arcapita Bank, a Bahrain-based investment bank, 

mandated Bayerische Hypo-und Vereinsbank AG (―HVB‖), Standard Bank Plc (―SB‖) and 

WestLB AG, London Branch (―WestLB‖) (together the ―Mandated Lead Arrangers‖), to 

arrange a Five Year Multicurrency (US$, € and £) Murabaha-backed Sukuk. Sukuk had a 

five-year bullet maturity and proposed pricing three month LIBOR +175bps (2005).  

iv. Salam Sukuk (AAIOFI, 2003): capital so that the goods to be delivered on the basis  

of Salam come to the ownership of the certificate holders. As illustrated by Islamic Bonds in 

figure 9, the issuer of the certificates is a seller of the goods of Salam; the subscribers are the 

buyers of the goods, while the funds realized from the subscription are the purchase price 

(Salam capital) of the goods. The holders of Salam certificates are the owners of the Salam 

goods and are entitled to the sale price of the certificates or the sale price of the Salam goods 

sold through a parallel Salam, if any. Nevertheless, Salam Sukuk are non-tradable as they are 

considered to be a receivable. 
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Figure 9 .  Salam Sukuk Structure. 

All standard Shariah requirements that apply to Salam also apply to Salam Sukuk, such as, 

full payment by the buyer at the time of affecting the sale, standardized nature of underlying 

asset, clear enumeration of quantity, quality, date and place of delivery of the asset.  

One of the Shariah conditions relating to Salam, as well as for creation of Salam Sukuk, is 

the requirement that the purchased goods are not re-sold before actual possession at maturity. 

Such transactions amount to selling of debt. This constraint renders the Salam instrument 

illiquid and hence somewhat less attractive to investors. Thus, an investor will buy a Salam 

certificate if he expects prices of the underlying commodity to be higher on the maturity date. 

Steps involved in the transaction: 

Source: (Islamic Bonds, 2004) 
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 SPV signs an undertaking with an obligor to source both commodities and buyers. 

The obligor contracts to buy, on behalf of the end-Sukuk holders, the commodity and 

then to sell it for the profit of the Sukuk holders.  

 Salam certificates are issued to investors and SPV receives Sukuk proceeds.  

 The Salam proceeds are passed onto the obligor who sells commodity on forward     

basis   

 SPV receives the commodities from the obligor  

 Obligor, on behalf of Sukuk holders, sells the commodities for a profit. 

 Sukuk holders receive the commodity sale proceeds. 

 Salam Sukuk in practice: Aluminum has been designated as the underlying asset of 

the Bahrain Government al Salam contract, where by it promises to sell aluminum to the 

buyer at a specified future date in return of a full price payment in advance. The Bahrain 

Islamic Bank (BIB) has been nominated to represent the other banks wishing to 

participate in the Al Salam contract. BIB has been delegated to sign the contracts and all 

other necessary documents on behalf of the other banks in the syndicate. At the same 

time, the buyer appoints the Government of Bahrain as an agent to market the 

appropriate quantity at the time of delivery through its channels of distribution. The 

Government of Bahrain provides an additional undertaking to the representative (BIB) 

to market the aluminum at a price, which will provide a return to al Salam security 

holders equivalent to those available through other conventional short-term money 

market instruments. 

v. Istisna’a Sukuk (AAIOFI, 2003). Istisna‘a Sukuk are certificates that carry equal  
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value and are issued with the aim of mobilizing the funds required for producing products 

that are owned by the certificate holders. The issuer of these certificates is the manufacturer 

(supplier/seller), the subscribers are the buyers of the intended product, while the funds 

realized from subscription are the cost of the product(AAIOFI, 2003). 

The certificate holders own the product and are entitled to the sale price of the certificates or 

the sale price of the product sold on the basis of a Parallel Istisna‘a, if any. Istisna‘a Sukuk 

are useful for financing large infrastructure projects. The suitability of Istisna‘a for financial 

intermediation is based on the permissibility for the contractor in Istisna‘a to enter into a 

parallel Istisna‘a contract with a subcontractor. Thus, a financial institution may undertake 

the construction of a facility for a deferred price, and sub-contract the actual construction to a 

specialized firm.  

Figure 10. Istisna‘a‘ Sukuk  Structure 

 

 

Steps involved in the structure:  

Source: (Alsaeed,2012) 
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 SPV issues Sukuk certificates to raise funds for the project.  

 Sukuk issue proceeds are used to pay the contractor/builder to build and deliver the 

future project.  

 Title to assets is transferred to the SPV. 

 Property/project is leased or sold to the end buyer. The end buyer pays monthly 

installments to the SPV.  

 The returns are distributed among the Sukuk holders. 

 Sukuk al-Istisna’a in practice: Tabreed‘s five-year global corporate Sukuk (on behalf of 

the National Central Cooling Company, UAE) provided a fixed coupon of 5.50%. It is a 

combination of Ijara Istisna‘a and Ijara Mawsufah fi al dhimmah (or forward leasing 

contracts). The issue was launched to raise funds to retire some existing debt, which totals 

around US$136 million, as well as to finance expansion. 

vi. Hybrid Sukuk( AAIFOI,2003): Considering the different investors‘ appetites and  

the sukuk as one of the main channel of investment and financing, new type of sukuk, hybrid 

sukuk has join the sukuk family. The underlying portfolio of the hybrid sukuk could be 

consist of different classes of sukuk. however, in order to compose a tradable hybrid sukuk 

the underlying tangible asset ratio must exceed the intangible assets( ISRA,2014; Saeed & 

Salah,2012). In other words, since the Murabaha, Salam and Istisna‘a‘a cannot be traded in 

the secondary market, thus the portfolio of the hybrid sukuk must compose of at least 51% of 

the assets that could be traded in the market such as Mudarabah, Musharaka and Ijarah( 

ISRA,2014; Saeed & Salah,2012).  
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Steps involved in the structure: 

 Islamic finance originator transfers assets as well as Murabaha deals to the SPV.  

 The SPV issues certificates of participation to the Sukuk holders and receives funds. 

The funds are used by the Islamic finance originator.  

 Islamic finance originator purchases these assets from the SPV over an agreed period 

of time.  

 Investors receive fixed payment of return on the assets. 

Figure 11 . composition of sukuk issuance by base contract. 

 

Types of Hybrid sukuk: 

 Hybrid sukuk and conventional hybrid securities are instrument that combine a 

features of the debt and equity with a privilege to convert or exchange them into equity at 

future date upon specified conditions. However, hybrid sukuk subject to shariah rules from 

the aspect of underlying contracts. Thus, hybrid sukuk classified into the following: 

Ijarah Sukuk 
20% 

Musharakah Sukuk 
20% 

Mudarabah Sukuk 
5% 

Istisna Sukuk 
4% 

Murabaha Sukuk 
42% 

Hybrid Sukuk 
9% 

2000-2016 

Data source: Bloomberg 
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 Exchangeable sukuk: Kind of sukuk that give their holder an option to exchange the 

certificate into equity( shares)based on the particular conversion ratio and conditions. 

The underlying shares to be delivered on conversion are either own by the same 

company that issued sukuk or subsidiary(ISRA,2014). 

 Convertible sukuk: The convertible sukuk is a sukuk with a conversion feature which 

is an optional right that allow the investor to convert bond into common shares. 

Usually, the number of shares received upon the conversion is specified in the 

prospectus and it is called conversion ratio. in general, a convertible sukuk is 

convertible to issuer‘s shares only (ISRA,2014). 

 TPerpetual sukuk: Is a type of sukuk that have no maturity date with  a loss 

absorption feature. Holder of such sukuk usually receive fixed return and senior to 

shareholder of the company or financial institution. ( Fitri Ellas et al., 2015; 

ISRA,2014). 

Senior Participatory Sukuk  

 Introduction  

Recent unexpected development has represented that Sukuk is one of the most significant 

driving forces behind the growth of Islamic capital market specifically and the Islamic 

finance as whole. In order to convey this growth, financial engineering should be intervened 

to help in improving the prevailing Sukuk structures or innovating new instruments to match 

all different needs that have been raised through the expansion. As a step towards filling this 

gap, Financial Product Development Center at the Islamic Development Bank collaborated 

with an international team which are International Shariah Research Academy for Islamic 

Finance, Agah&co and Sabic Chair for Islamic financial market studies to developed new 
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Hybrid Sukuk structure which is based on Musharaka (partnership) contract with multiple 

layers of risk-mitigation. The following presented product is expected to serve as new 

finance facility for the corporation and Islamic financial institutions. 

Product description 

Senior Participatory Sukuk  is a structure designed in order to provide the corporation and 

Islamic financial institutions with a shariah- complaint sustainable source of funding that is 

free from debt burden. The potential holder of this sukuk enjoy the same level of seniority as 

a senior creditors in addition to the capital cushion that will provide another layer of 

protection for them( Islamic development bank et al. ,2015). 

Seniority of the sukuk holder 

In general, the basic idea of this instrument is that the sukuk holder will share the assets of 

the but not the liabilities . This concept is already applied on the investment deposit accounts 

by GCC Islamic banks. In practice, all types of investors such as: subordinated debt, 

preferred shares and common shares are junior to the senior creditor of the entity in case of 

the liquidation. However, in this case, Senior Participatory Sukuk in theory share the assets 

of the company with senior debt holder pari passu. Also, as this structure based on 

partnership, the sukuk holder are obliged to share the assets‘ loss with company( Islamic 

development bank et al. ,2015). 

As table 2. Shown Senior Participatory Sukuk capture the best features of debt and equity to 

comprise a unique product that both conventional and Islamic markets lack of. 
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Table 2. Preferred sukuk features compared to common hybrid securities. 

Feature Bond  Convertible 

bond  

Indexed 

bond 

Subordinated 

bond 

Preferred 

shares 

Equity Senior 

participatory  

sukuk 

Value Fixed Fixed Variable 

(Inflation) 

Fixed Variable 

(net 

assets) 

Variable 

(net 

assets) 

Variable 

(assets) 

Maturity Fixed Usually 

fixed   

Fixed or 

perpetual 

Fixed or 

perpetual 

Fixed or 

perpetual 

 

Perpetual 

Perpetual 

(callable) 

Seniority  1 1 1 2 3 4 1 

Risk-

absorbance 

_ _ _ _ + + + 

 

Profit 

As the underlying contract is Musharaka , hence the partners must be agreed to share specific 

rate of profit. Based on that investors shall receive periodic coupons and any excess return 

could be held in reserve accounts in order to protect the inventors  form return volatility 

According to AAOIFI Standard no. 12 on Musharakah, clause 3/1/5/9, if the profit realized is 

above a certain ceiling, it is permissible to agree that the profit in excess of such a ceiling 

belongs to a particular partner( Islamic development bank et al. ,2015).  

Redemption 

 Senior Participatory Sukuk holder are not a permanent participants in the company. 

Accumulated profit of the company is the only and main determinant of this duration of 

relationship. This sukuk is perpetual callable sukuk issued with a release condition upon the 

Source: Islamic development bank et al. ,2015 
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sufficient profit.  Once the accumulated profit share of the company is adequate to redeem 

the sukuk, hence the sukuk should be released at the par value. However if the accumulated 

share profit of the company is not adequate to such redemption, the company is not obliged 

to do so( Islamic development bank et al. ,2015).  

Loss  

The investors have to different options in case of the aggregated profit of the company is 

inadequate to proceed the redemption transaction either to release this sukuk in loss or to 

hold this sukuk for the next call date( Islamic development bank et al. ,2015).  

Shariah Aspect 

―The idea of sharing assets without sharing liabilities has been known in Fiqh for quite some 

time. In discussing mudharabah arrangements, the capital provider (Rabb-ul-mal) has the 

right to require the  

Mudharib not to buy on credit, and that if the Mudharib decides to do so, only the Mudharib 

is responsible for such a debt ( (سبت ِضب اٌفم١ٙت، اٌّٛسٛػت  The shariah Committee of the Islamic 

Development Bank has approved the concept whereby investors provide funds to the issuer 

or the Islamic bank, such that investors share the assets of the bank (mudharib) but not the 

liabilities (Ruling 26-2008). The idea was discussed in the Islamic Financial Services Board 

(IFSB) while preparing the revised draft of its Capital Adequacy Standard (IFSB-15, Dec. 

2013), whereby the Standard notes that Rabb-ul-mal (investors) ―would not be liable for the 

general liabilities of the IIFS (and notably for the amount owed to current account holders)‖ 

(p. 8, ftn 12). These findings consider this arrangement as part of Mudarabah, not Musharaka 

whereby investors share the assets and liabilities of the issuer. The latter however might be 
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better described as ―equity‖ as they end up with the same rights and obligations of equity 

shareholders‖ ( Islamic development bank et al. ,2015).  

 

Tradability  

Senior participatory shares are tradable regardless of the assets composition (debts, cash, 

tangible assets, usufructs), because they based on a partnership contract with the Corporate. 

This is in accordance with the principle of ―Subordination‖ in Shar ‘ah. According to this 

principle, assets are subordinated to the company‘s legal entity, management and tangible 

capital used for managing the entity. Since Sukuk holders share of the ownership of these 

components, Sukuk are tradable regardless of the nature of the underlying assets. The OIC 

Fiqh Academy adopted a resolution supporting this view at its 21st session in 2013A 

According to the subordination principle in shariah which is approved by the OIC Fiqh 

Academy( Islamic development bank et al. ,2015).  

Management 

As the holders of these sukuk are partners of the company. They have limited voting right 

and elect the management of the company in case of the company fails to pay the coupon ( 

Islamic development bank et al. ,2015). 

Illustrative example 

To make the things clear, Assume the corporate ABC has three assets : Receivable, office 

equipment and factory. The total assets value is $150 million. Furthermore, the corporate has 

debt obligations of $100 million, hence the total equity is $50 million. 
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Table 3. Corporate balance sheet before issuing sukuk 

Assets ($ Millions) Liabilities & Equity ($ Millions) 

Receivables                                                            $20 Debt                                                                      $100 

Office equipment                                                  $30  

Factory                                                                 $100  

 Equity                                                                      $50 

Total Assets                                                         $150 Total Liabilities & Equity                                    $150 

 

The corporate decide to expand its productive capacity through building a new factory. 

However, this expansion needs say additional $200 million to do so. Therefore, the corporate 

will issue Senior Participatory Sukuk worth $200 million. 

Table 4. Corporate balance sheet after issuing sukuk 

Assets ($ Millions) Liabilities & Equity ($ Millions) 

Receivables                                                            $20 Debt                                                                      $100 

Office equipment                                                  $30  

Factory                                                                 $100  

Cash                                                                      $200 Sukuk                                                                    $200 

 Equity                                                                      $50 

Total Assets                                                         $350 Total Liabilities & Equity                                    $350 

  

According to the table 4, the investors ( sukuk holder)  share 50% of the corporate assets as 

per their contributions; thus they become partners in ABC corporate. The seniority of this 

sukuk holder achieved through protecting their contribution from the corporate creditors in 
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case of default. So, in principle, the corporate creditors and investors ( sukuk holder)  are at 

the same level of seniority with respect to the assets ( Islamic development bank et al. 

,2015).Despite of that, still the sukuk holders are taking the risk of the assets because these 

assets may not perform as expected for any reason( Islamic development bank et al. ,2015. 

 Assuming that the corporate lose about 20% of its assets, So , the total assets become $280. 

As the sukuk holders own 50% of the total assets thus their share of the total assets= $140. 

The remaining is $140 which is sufficient to pay the creditor their debt of $100 and the rest 

$40 goes to shareholders. 

Table 5. Corporate balance sheet in case of loss 

Assets ($ Millions) Liabilities & Equity ($ Millions) 

Receivables                                                            $16 Debt                                                                      $100 

Office equipment                                                  $24  

Factory                                                                    $80  

Cash                                                                      $160 Sukuk                                                                    $140 

 Equity                                                                      $40 

Total Assets                                                         $280 Total Liabilities & Equity                                    $280 

 

Note that Senior Participatory Sukuk have no impact on the right of the corporate creditors. 

Because if we assume that the corporate did not issue this sukuk and had a loss of 20% of its 

assets, still the creditors are allowed to get $120 of total assets, which is enough to pay their 

debt. 



41 

 

Capital cushion  

Capital cushion is mechanism used to hedge the holder against loss up to specific limit 

without affecting the company‘s financial position. It sort of guarantee in which the company 

offer specified additional certificate at no up- front cost in which the holder can exercise 

them if the company fail to release the principle sukuk at maturity. In the case, the sukuk 

holder can redeem the sukuk in the secondary market and use the additional certificate to 

compensate the loss. However, this cushion is not applicable in case the company release the 

sukuk at face value at the maturity date. This cushion and over collateralization play the same 

role of guarantee however the overcollateralization may lead to social and economic losses( 

Islamic development bank et al. ,2015). 

Third party  

In spite of the levels of protection that Senior Participatory Sukuk offer, risk averse investors 

still can have another layer of protection through third party.  The transaction done as the 

following: sukuk fund would be established by Takaful company or investment bank, this 

fund supposed to invest in different types of sukuk, Senior Participatory Sukuk may trade 

their sukuk as units in this fund. Furthermore, the fund established shall invest some of its 

own assets in this fund as permanent sukuk that is consider as a capital cushion for the Senior 

Participatory Sukuk that must not be redeemed before the investors‘ sukuk. Obviously, the 

fund manager will be in charge of monitoring the issuer company performance and acting as 

an agent on behalf of the sukuk holder. As a result of that the manger will be entailed to 

receive agency and management fees and the sukuk holder will be protected through the 

diversification, capital cushion in addition to the reserve that may result from the allocation 

of some of the return as a reserve ( Islamic development bank et al. ,2015). 
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Advantages of Senior Participatory Sukuk 

Senior Participatory Sukuk is a low risk fixed income flexible structure that combines best 

features of both equity and debts. They includes the essential features of the debts which are 

seniority with respect to the underlying assets and capital cushion the serve as a protection 

tool against loss. Unlike the debt holder, sukuk holder still entails to share the risk of assets 

as a partner of the company. Also, they enjoy the right of overseeing the management, 

however the sukuk holder will not intervene unless the company do not meet the coupon 

payments( Islamic development bank et al. ,2015). 

Table 6. Comparison between bonds, equity and Senior Participatory Sukuk 

Feature Bonds Preferred Senior sukuk Equity 

Priority over assets + + - 

Overseeing the management - + + 

Upside gain - + + 

Capital cushion + + - 

Risk sharing - + + 

 

Senior Participatory Sukuk vs Ijarah sukuk 

Despite of that Ijarah sukuk are leading sukuk in the market, however it does not satisfy all 

financial needs. Also, many of scholars argued that buy back agreement are the major shariah 

criticism faced by Ijarah sukuk. Senior Participatory Sukuk avoid this issue since the 

redemption is contingent upon realization of sufficient profit otherwise the company under 

no debt obligation to release this sukuk. Unlike Ijarah sukuk, the issuer sign buy back 

agreement in which the assets must be repurchase from the investors at the maturity. In 

addition, the process of issuing Senior participatory  sukuk allow the company to issue 

Source: Islamic development bank et al. ,2015 
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sustainable number of issuance without need to involve the special vehicle purpose (spv) in 

transaction whereas in prevailing sukuk, huge cost of setting up the special vehicle purpose 

incurred by the company in order to issue sukuk for one time. Following is the main 

differences between Ijarah and Senior Participatory Sukuk( Islamic development bank et al. 

,2015).  

Table 7. Senior Participatory Sukuk Comparison to Ijarah Sukuk 

Ijarah sukuk  Senior participatory  sukuk 

Investors own specific tangible asset(s)   Investors share in the general pool  

Represent a debt obligation   Represent a share in assets—no debt  

Issuance is limited by availability of tangible 

assets   

Issuance is limited by productivity of the 

company. 

 

Conclusion  

This chapter provide a literature survey for all available conventional hybrid securities and 

sukuk in the market with introducing the new hybrid sukuk that developed by international 

team including the Islamic development bank. The following chapter will discuss the method 

that adopted in this research. 

 

 

 

 

 

 Source: Islamic development bank et al., 2015 
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Chapter 3.Methodology 

Introduction 

This chapter will clearly introduce all the procedures in carrying out the research in 

this study in detail manner. It provides a detailed idea about how the research will be 

conducted in terms of approach, purpose, data collection, sample selection and data analysis 

 Research design 

 Research design is the overall plan that is used to conduct an entire research . Since 

the purpose of this research is to explore perceptions of the potential issuer regarding 

Senior Participatory Sukuk; exploratory qualitative is found to be more appropriate for 

this research. Because exploratory research helps in understanding such phenomena in 

depth , creating ideas or defining potential opportunities(Stevens et al., 2013).  There are 

three main ways to carry out explanatory research which is interviewing experts in the 

subject, conducting focus group interviews and search of the literature (Saunders et al., 

2009).This research is exploring the expert‘ opinions toward Senior Participatory Sukuk 

through semi structure interviews  such at particular point of time. 

Population 

The targeted population for this study was the public and private companies in Saudi 

Arabia and the investment companies, which serve their customers with innovative shariah 

complaint funding solutions. The reason behind choose them is that companies consider one 

of the main drivers in developing the economy of Saudi Arabia through diversifying the 

revenues away from oil. Also, they help to create more job opportunities. However this 
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development is limited due to absence of long term financing tools ( ALSAEED,2012). In 

addition, the reason of including investment companies is their important role in impacting 

the companies‘ decision about which source of funding to use.  

Sampling Technique 

As the population of corporate sector in Saudi Arabia is too large and the objective of 

the researcher is to extract the information that would help to answer the research question, 

non-probability sampling technique specifically purposive sampling is adopted in this 

research based on expert judgment. Purposive sampling is sample form that allow the 

researcher to use his own judgment to choose the best cases that will help to answer the 

research question and achieving its objectives and it suits the researches that are using a 

small informative sample (Neuman, 2006; Patton, 2005).  

Since the targeted population consist of deferent types of corporation, hence, the non-

probability sampling type used in this research was heterogeneous. Utilizing this type of 

purposeful will allow to get different unique opinion that will serve to enhance the efficiency 

of the suggested financing facility. Some of researcher argued that choosing small sample 

from cases that are completely different represents inconsistency. However, Patton (2005) 

considered the diversity among the sample is strength point and suggested to identify the 

diverse characteristics before selecting the sample. 

Criteria of sampling selecting 

Sampling selecting criteria is the process of identification the characteristics list of the 

elements that determined before selecting the sample. Since the purpose of this research is to 
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explore the perception of the prospective issuer, hence the samples were selected based on 

the following criteria to meet the objective of this research: 

 Companies should be located in Saudi Arabia (location of the company).  

 The representative of the companies must be senior and decision makers.( level of 

staff seniority). 

 The representative of the company should have work experience equal or more than 

five years( Length of service). 

Procedure of sampling selecting 

 In this research online questionnaire administrated as a sample selection procedure to 

examine the financial position of the company and its willingness to use new financial 

products in order to identify the candidates for interviews. Its web link posted via the email 

to a pre-defined list of addresses. 

Questionnaires used in this research consist of a cover page and its contents are divided 

into three sections which include Section A, Section B and Section C (refer to Appendix  I). 

The cover page contains the inform consent message accompanied by a brief explanation of 

the aim of research and corresponding details to back to the present researcher. The contents 

included Section A consists of general character of the firm where it will measure to what 

extend the company is innovative. In Section B, there will be questions that aim to examine 

the current situation and financial position of the company. Following Section B, Section C 

contains questions that aim to examine the future growth of the companies, the obstacles that 

may hinder this growth and their willingness to use new financial products.  
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The pilot test applied in this questionnaires in order to allow the researcher to ensure that 

the questioner is clear and easy to understand (Saunders et al., 2009). It must be carried out 

after the preliminary version of questionnaire has been set up and before send it to the 

targeted respondents. Pilot test is a screening process that consist of trial run on respondents 

group who share the same characteristics of the targeted group to determine whether the 

research instrument is adequately designed (Rubin(2010); Saunders et al. (2009)). During the 

pilot study, 15 sets of the questionnaires are distributed and it is being checked by our 

supervisor in order to rectify any confusion and to understand the underlying problems that 

might be faced by the targeted respondents when completing the questionnaires.  

 Since the purpose of using the questionnaire is just to draw the profile of the 

respondents  and justify the selection of the interviewees, simple descriptive in Excel 

program used to analyze the data as per the super visor advice. For the details of 

questionnaire results  ( refer to appendix II). 

Sampling size  

Unlike the probability sampling technique, all the types of non-probability sampling 

techniques except for quota samples have no rules that specify certain sample size (Saunders 

et al., 2009).  The research question, objectives and time and resources are the determines of 

the sample size (Patton 2005). In this research the concentration is on the data validity, 

insights within the data, data quality and analysis skills in interpreting the data more than the 

size of the sample (Patton 2005). Thus, 6 semi structure interviews were conducted 

throughout Saudi Arabia.   
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The procedure of data collection 

Semi-structure Interviews  

After shortlisting the interested participants, semi-structured, face-to-face interviews carried 

out with six interviewee in order to attain a comprehensive understanding of their perceptions 

regarding the Senior Participatory Sukuk as new proposed financing facility. Semi structure 

interview is a non-standardized interview that allowed the idea to be explored and the 

motivations to be examined through list of question that may vary from interview to other 

through changing the questions flow, omitting specific questions or adding some questions in 

order to answer the research questions and achieving the objectives given the nature of events 

within particular organizations (Bell,( 2005); Saunders et al.,( 2009)). However, semi 

structure interviews have the following pros and cons (Wengraf, 2001) 

 

Table 8. Pros & cons of semi-structure interviews. 

 

Pros Cons 

Allow the interaction between the 

interviewer and the interviewee. 

Interviewers must have the expertise and 

skills to conduct interviews. 

Allow to discuss a complex issues and to 

get more clarification for the suggestions 

and comments of the respondents. 

Time and resource consuming. 

Allow the interviewer to document the 

interview (Note/video / audio). 

The discussion can take another direction 

apart from the core subject 

Allow the interviewer to determine the 

flow of the conversation. 

Inability to ensure Validity of the 

interviewee‘ information. 
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Participant’s profiles: The interviews conducted with six experts work in private 

companies, investment and public companies. 

 Participant A: Financial controller work in private  financial services 

company  that consider as one of the leading leasing companies in Saudi Arabia 

with more than 13 years‘ experience in the Saudi Arabia& Pakistan  financial 

industry. 

 Participant B: Deputy Director of Finance & Accounting with more than 12 years 

of experience in the financial industry, currently work in one of superior trading 

companies. 

 Participant C: VP corporate finance in one of the investment companies with an 

experience of more than 12 years in banking& finance industry.  

 Participant D: Head of corporate& advisory division work in one of the leading 

investments companies, with more than 12 years of experience in banks and 

financial services companies. 

 Participant E: Head of investment &cash management department in one of the 

big public Saudi companies that have issued a lot of sukuk, has an experience of 9 

years in banking and finance. 

 Participant F: chief finance officer with an experience of more than 20 years in 

Singapore, China, India, Brazil and Saudi Arabia financial industries. 

Interview design: The semi–structure interviews which utilized in this research involved 

list of themes that embedded combination of open-ended and close ended questions which 

should be answered within each interview. However, the questions may vary from interview 

to other. In other words, some questions might be added or skipped by the interviewer based 
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on conversation flow. Also, the interviewer used some probing question to made sure that the 

feedback of the participants are clear (refer to Appendix  III).  

Interview preparation: In order to ensure the success of the interviews and to assess the 

accuracy of responses and encourage the interviewee to offer a more detailed account of the 

topic under discussion , the researcher developed well understanding for the research topic, 

the literature review in the related subjects and the profile of the targeted companies through 

searching the internet, newspapers and read the companies reports and publications. In 

addition, Request emails sent to the potential participants include the followings: summary of 

the research purpose, the contents of the interview, the importance of their responses, 

required time to complete the interview, language that will be used & the method that will 

use to document the interview and the suggested dates to conduct the interview on. After 

receiving the approval from the targeted participants another email sent to confirm the 

researcher availability at the specified time and date followed up with a meeting invitation 

via Google Calendar prior conducting the interviews by one day in order to remind the 

participants.    

    Begging of the interview: The following steps implemented to start each interview: 

thanking the participant for accepting the interview. Secondly, asking for the permission to 

start the interview with reminding the participants that interview will be recorded to ensure 

sessions were not interrupted by note taking. Finally, the interviews began with an overview 

of the research aims and a reminder of the confidential nature of the session. 

Recoding of the data: The interviewer encouraged the participant to speak freely on 

selected topics with using probes to ensure interview remains on-topic. Also, Interviewer 
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focused on developing rapport but with care taken to not influence the respondent via non-

verbal communication, in addition, to took notes beside recording the interview. At the end 

of the interview, the Interviewer concluded the session with an offer to share the findings of 

the overall research and an agreement for the informant to approve interpretations made 

during the interview. 

Qualitative data transcription: After each interview, the researcher typed a transcript 

that contains all the relevant information pertained to the research proceeded with initial 

analysis to ensure understanding each point. In the case of any concern raised, the researcher 

contacted the participants in order to check the validity of interpretation. 

Data analysis: The method of analysis chosen to analyze the qualitative finding was a 

thematic analysis. Broadly speaking, thematic analysis is the common widely used 

qualitative approach to analyzing the interviews. According to Braun and Clarke (2006) 

thematic analysis is a process of converting the extracted data via qualitative collecting 

method into coding and reporting the patterns ( themes). The researcher chose this method 

due to its flexibility to produce an accurate and deep analysis that answers particular research 

questions. Also, to identify themes in the interview data collected. 

The themes are capturing the key idea about the data in in relation to the question of the 

research which represents some level of patterned response or meaning within the data set 

(Braun and Clarke, 2006). Themes can be identified either in an inductive way or in a 

theoretical, deductive way. This research use the inductive way in order to condense 

extensive and varied raw text data into a brief, summary format and to link the summary 

finding from the raw text with the research objectives. 
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Themes and codes: 

 Theme 1: Senior Participatory Sukuk features. 

 Theme 2: Levels of protection. 

 Theme 3: Other important factors. 

 Theme 4: Overview about the product 

Conclusion 

In this chapter, the research methodology employed to address the research problems and 

research questions were discussed. The research approach, data collection method, sample selection 

method, research strategy and data analysis method were presented, discussed and justified. The next 

chapter, chapter four include the result analysis of this research. 
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Chapter 4. Data analysis 

Introduction 

The aim of this chapter is to analyze the finding of this research through the data that 

have been collected from the interviews using thematic analysis. 

Thematic analysis 

Theme 1: Senior Participatory Sukuk features. 

Underlying contract: Majority of the participants stated that developing such hybrid 

product that based on the partnership will add value to the Saudi economy through the 

followings: diversifying source of funds and encouraging the long term investment that in 

return will attract the Saudi and foreign investors to invest in the country. Whereas, 

participant F expressed his concern regarding applying the partnership principles and stated 

that the listed company already owned by shareholders so they cannot have a partner above  

of them and such issue must be addressed and discussed by the Capital Market Authority 

(CMA).  

Sharing the pool of company assets: Participants A& E found participation of the 

sukuk holder in pool of assets of the company will ensure the ability of the company to pay 

the coupon which means the correlation between the assets will serve as a cushion to the 

investors. While participants B and F found this may dilute the ownership of the 

shareholders. 
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Composition of the underlying assets: As per the product structure, issuing this type 

of sukuk do not need specific ratio of tangible assets. Participants B,C and F stated that,  in 

order to issue hybrid  sukuk the companies‘ tangible assets must exceed the amount of  

intangible assets to facilitate generating cash flows. On other hand participant A and E found 

this feature providing flexibility to allow the companies which their composition of assets are 

more intangibles  to get finance and operate their business. While participants C and B  

pointed out the perception of the market player about the sukuk indicating they must be 

backed by specific tangible assets and such product like Senior Participatory Sukuk that 

represent participation in the company‘s pool of assets will take long time in order to be 

accepted by investors. 

Tradability: Despite of the features and the levels of protections that Senior 

Participatory Sukuk provided,  private companies by lows are not allowed to issue bonds, 

sukuk or stocks to be traded in the public market so, tradability feature will add nothing form 

them. 

Usage of funds: As the general purpose of Senior Participatory Sukuk in theory is to 

provide a sustainable source of funding that is available to be utilized for different needs  of 

the companies and financial institutions such as: refinancing existing debts and finance 

business expansion. All the participants except one found this as great opportunity for the 

companies which cannot approach the banks to refinance their debts. In addition, this product 

would help the companies to increase their operations and diversifying the source funds.  

Whereas, Participant D, argued that, using the generated fund from Senior 

Participatory Sukuk issuance in refinancing the debt of the company is not favorable. 
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Because this transaction will not add value to the economy since it just a mechanism of 

replacing a strict loan conditions with a more favorable loan conditions. Also, in realty the 

sukuk investors do not  prefer to participate by providing fund to a company that will use it 

for the purpose of  settling the debts even the if the company is productive, however if they 

agree to participate, the transaction must be done under a strong conditions and the investors 

expected to be paid a high coupon.  

Theme 2: Levels of protection. 

Seniority: Participants D and A  discussed that seniority of the senior participatory  

sukuk holder is one of the concern that faced and need to be studied from the legal aspect, 

because nature banks‘ agreements do not allow to any other lenders to have same senior level 

as them and the bank must be notified that the company will issue sukuk with a senior claim 

over the assets, then the bank may decide to release it seniority right or reject the sukuk 

issuance or accept this senior sukuk to share with them the assets pari passu in case of default 

but upon increasing the interest rate. In case the company do not notify the bank about the 

upcoming issuance for such a sukuk, the bank will consider this as an act of default. 

Furthermore, as the sukuk holder share the risk of the company‘ assets, therefore it should be 

treated as an equity provider and should not be paid before the senior debts in case of default. 

Exiting of a product such Senior Participatory Sukuk may send signals out there that banks 

are forced to take a loss and that will result in economic ramifications which will lead to lack 

of confidence on banking sector which may cause a collapse and credit tight in the market.  

Capital cushion: All of the participants agreed on the effectiveness of such mitigation 

tool to reduce the risk and attract all type of investors. As per participant F this kind of 

protection may use only by the companies which their profits are volatile in order to attract 
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hesitant investors and would be a cheaper way to get finance. Secondly, apply high capital 

cushion may impact the share price of the company because the Senior Participatory Sukuk 

have a preferential to receive dividends/coupon upon shareholders which is the same as 

leveraging the company with high loan interest than the market. Also, participant D criticized 

that usage of proceeds from the sukuk issuance to refinance the debt of the company is 

inconsistent with the capital cushion. Because it seems like giving the cushion and spend the 

proceeds in operations that will not enhance the cushion. In addition, determining the value 

of cushion provided required clear assessment for the company‘s‘ risk profile, however, all 

the participants agreed on this range 5%-10%. 

Third party: all the participants agreed on importance of this feature as a risk 

mitigation tool which will help them to attract risk averse investors, however participant C  

and D mentioned if the investment companies willing to manage such funds to trade sukuk of 

the private companies, finding the investors will become a major concern because the 

majority of the private companies in Saudi Arabia is family businesses.  

 Intervention in management: Participants F specified having another investors in 

addition to the shareholder who having the right to intervene in the management may lead to 

a conflict between shareholders and sukuk holders interests. While participant C emphasized 

on the importance of the legal bodies in standardizing the contracts specifications, conditions 

and other requirements that clarify such concern. However, the remaining participants  

believed that such intervention is a normal right since the sukuk holders are providing their 

capital to company. 
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Theme 3: Other important factors.  

All the interviewee viewed the rating and pricing are the major factors that determine the 

investment decision in sukuk. Absence of Islamic rating mechanism for sukuk will affect the 

issuance in sukuk in Saudi Arabia. Developing such, rating method would help to attain clear 

pricing mechanism for sukuk. There is a consensus among participants that the demand and 

supply will be the best mechanism to determine the coupon of the Senior Participatory 

Sukuk. Participant D argued that if the market players are educated well then there is a great 

possibility to have an accurate price upon the demand and supply otherwise pricing 

mechanism must be developed to estimate the coupon. 

Theme 4: Overview about the product. 

participant A, argued that companies should not relay on one source of funding and 

innovating new product will allow the companies to diversify the their source of funding 

which must help to reduce their weight average cost of capital. In addition, this product will 

be valuable for small- medium companies since it will help them to expand their business as 

per participants A, B, F and C. According to participant F Senior Participatory Sukuk appear 

as an interest product that may become the second preferred option either as long term source 

of fund for the companies which are currently use the equity as financing instruments. 

However,  participant B stated that the banking finance would be the suitable source of fund 

after equity for the trading companies because their  profits are volatile. Also, participant C 

saw the product costly for short-term financing compared to banking finance because it 

required a high coupon cost in addition to the huge set up costs which include: the legal cost 

that is raised from using an external consultant to write the contracts and revise it..etc. , 

auditing cost that involved sukuk transaction and custodian involved setting up & process of 
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liquidation. In addition, sukuk issuance involved long process compared to banking finance, 

which may take maximum one month.  

Majority of the participants assumed that corporate entities and financial institutions will the 

potential investors in this sukuk except for participant D who found that Senior Participatory 

Sukuk will be attractive only for insurance companies whereas participant A mentioned that 

the name of the company will be the major determinant of the potential investors. In other 

words if the company is known in the market then it would be preferred by all the investors 

segments including high net worth individuals otherwise the financial institutions and large 

companies will be the potential investors for unknown companies. Moreover, There is a 

consensus among participants that Saudi Riyal would be the most preferred currency that 

Senior Participatory Sukuk would be issued at, however the Dollar might be another choice 

since its exchange rate is fixed with the  Saudi Riyal. Participant A mentioned that if the 

company will use the sukuk proceeds on such a project in Saudi Arabia then the sukuk will 

be issued at Saudi Riyal but if the project locates outside Saudi Arabia then the currency of 

the target country must be taken into consideration. Additionally, the participants expressed 

their potential to allow the foreign investors to invest the sukuk in order to expend the 

business and enhance the liquidity, however the regulations regarding the forging investors in 

Saudi Arabia still under developing.  

Conclusion 

In chapter four, the results of this research are basically laid down. Thematic analysis 

were used to analyze the semi-structured which will be used in chapter five.  Next chapter 

will discuss in-depth the major findings and will include the conclusion of the research. 
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Chapter 5. Discussion and Conclusion 

This is the last chapter of the study. Due on the analysis of previous chapter, the discussion 

of major finding will be identified for further improvement for Senior Participatory Sukuk. 

At last but not least, this chapter will be ended with recommendation of future research and 

conclusion in order to achieve better understanding of this research.  

Discussion of major findings 

 Sukuk become one of the main instruments used to raise fund, however still there is a 

need to have more innovative structure of sukuk to satisfy the needs of the market players. 

Hence, Senior Participatory Sukuk is developed by international team to solve such issue. 

However, exploring the opinion of the market player ( issuers , investors and regulation 

body) regarding this product  is an essential step before launch it to the market. Following is 

the major finding discussion from the issuer aspect that answer the research question which is 

How the potential issuer will perceive Senior Participatory Sukuk ?  

Applying Musharaka as underlying contract for Senior Participatory Sukuk will result 

in partnership between the company and the sukuk holder and sharing the pool of the 

company assets this underlying contract suggested by the developer of the product.  The 

participant accepts this idea as well since it will help to develop the economy however, its 

implication raise the following questions by the participants: will such action affect the 

shareholder of the companies? If does to extend this partnership is affecting the shareholders 

and what are the solutions?  
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  One of the main features of this product it is flexibility in Composing of the 

underlying assets that do not require specific ratio of tangible assets. This flexibility lead the 

participants to perceive this structure as non-shariah complaint and this because of the 

securitization concepts that applied in all prevailing structure. However, the developer of 

sukuk has believe that concept of securitization restrict the companies like those which by 

nature their intangible assets more tangible assets due to their operation types such as  

financial service companies or companies are still in their initial phase. Therefore this 

propose sukuk will serve as solution for such issue it is represent genuine Musharaka thus its 

tradable regardless  of the composition of the underlying assets according to the 

subordination principle. 

In other issue, regarding this sukuk is tradability. Private companies by laws are not 

allowed to issue bonds and sukuk to be listed in Saudi stock exchange therefore tradability 

will not add value for them from a participant point of view. Involving a third party( 

investment bank)  in the mechanism of senor preferred sukuk will solve this issue through 

establishing fund  to trade the sukuk of private companies also it serve as risk mitigation tool 

which provide certain level of protection which will motivate risk averse to invest in such 

fund. On the hand some participant argue finding investors to invest in this fund will not be 

easy since the majority of private companies held by family. 

Flexibility that involved in usage of Senior Participatory Sukuk is allowing to access 

finance to satisfy their needs, which differ from company to another. Some of the respondent, 

agree with literature about the importance to have such sustainable source of funding to 

satisfy different needs, while others ensure the importance of restriction this flexibility to 

added value operations only, however of such operation like paying the debt of the company 
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must be restricted for by regulation and legal in order to ensure that such action would 

happened only in emergency situations and under strict conditions. 

Risk mitigation tools were taking into consideration through developing the Senior 

Participatory Sukuk, to some extend participant agreed with proposed techniques while 

others found them challenging. As the Senior Participatory Sukuk is hybrid product that 

combines the best of debt and equity, intervention in management is one feature that the 

sukuk holder enjoy it. This intervention will happen in case of company fails to meet the 

coupon payments. As long as the company pay the coupon on time, none of the sukuk holder 

would intervene. During  the discussion with participant it found that intervention in 

management would may raise the problem of interests conflict among the shareholders and 

the sukuk holder. However, from the developer point of view this problem will not exist, 

since both of the partners sharing the same aim of gaining profit. Although, there are some 

concerns and question regarding the legality and regulation need to be discussed in more 

details in order to determine the level of the intervention that sukuk holder have, such as: 

what should the contract specify regarding this rights also, if the regulation ( capital market 

authority) will allow partners other than the shareholder to intervene in management, to 

extend this right will be allowed?. 

Secondly, as the Senior Participatory Sukuk become a partners in the companies in 

respect to their contribution in the pool of assets this entails them to be in the same level of 

seniority as senior creditors in case of default. This feature raise arguments of the participant 

about its implications from two aspects: first aspect is the legality which pertained to the 

nature of banks contracts that prevent any other lender to be at the same level of seniority as 

them. The second aspect is the negative economic ramification that will this product create. 
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The last mitigation tool is the capital cushion which participant pointed out its lack of 

usefulness if the proceeds of sukuk used in non-add value operation that will not enhance the 

cushion provided.  Also its impact in the shares price. The capital cushion is applied by 

offering the sukuk holder additional certificate at no up-front cost that is only used in case if 

the company fails to redeem the principle sukuk at maturity which means this cushion is 

active right only in loss case, otherwise the sukuk holder will give up this right. 

Through exploring the perception of the issuer, the participants reinsure the 

importance of considering of developing pricing model that based on clear risk assessment of 

the issuers and the assets of the company. Such comment is very significant to proceed the 

process of launching Senior Participatory Sukuk.  

Comparing to the prevailing sukuk, Senior Participatory Sukuk serve as sustainable 

source of funding that representing no debt obligation on the issuer and its issuance limited to 

productivity of assets. However, one of the participant argued that since the trading 

companies are exposed to profit volatility, hence such a product is not preferred to mobilize 

fund. Despite of that, the trading companies still need to get finance to purchase the 

inventory (machinery or foods, cars etc.) in order to maintain their operations. Also, they 

may face difficulties pertained to collecting their account receivable which may result in low 

liquidity of the company that will hinder them from continuing their operations. 

Consequently, they may approach the banks to securitize their account receivables which 

forbidden from the shariah point of view or raising additional equity which is an expensive 

way to get finance. Thus Senior Participatory Sukuk is suitable solution to this issue because 

it consistent with shariah principles and less expensive compared to equity.  Moreover, 

assuming that the company is not profitable in a certain period, in this case also Senior 
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Participatory Sukuk is the suitable financing tool for the company. Because inability of the 

company to meet the coupon payment in a specific period will not put the company in a 

financial distress. Due to the profit deferral feature of this sukuk. Whereas, if the company 

decide to raise fund through the bank, any delay in payment will expose the company to 

some penalties. In addition, some of the participants find that Senior Participatory Sukuk 

very costly finance compared to short term loan finance, due to the embodied costs that 

incurred to issue sukuk such as set-up cost ( SPV), legal cost and auditing cost. As per the 

literature, Senior Participatory Sukuk involved no SPV in the issuance transaction thus the 

set up cost is not exist and as result of that auditing cost that pertained to the SPV will not 

exit too. However, the issue of legal cost must be taken into consideration by legal and 

regulation body in order to develop standardized agreement for each sukuk structure 

including Senior Participatory Sukuk.  

In addition, the foreign investors and the currency that Senior Participatory Sukuk 

will be issued at were another issues addressed during the interviews. All the participant 

agreed that the Saudi Riyal is the most expected currency to be used since their operations 

are based on it. Also, some of the participant mentioned the importance of taking the location 

of the potential project into consideration if the sukuk proceeds will be used in such action. 

Regarding the foreign investors matter, All the participants focus in the value that foreign 

investors may add. They clarified that opening the market for the foreign investors will 

increase the market liquidity and would help to solve the secondary market issue that sukuk 

instruments face. However, still the market of Saudi Arabia do not support such actions and 

there is a need to address this concern. 
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Conclusion  

The objective of this research was to explore the potential issuer perception regarding 

Senior Participatory Sukuk features and its limitations from their point of view that would 

help to develop the product efficiency. The research is an exploratory qualitative method that 

employed semi structure interviews to extract the targeted information from the companies‘ 

representatives. The semi-structured interviews were conducted it in Saudi Arabia corporate 

sector.  

The main finding showed the needs of the corporations to have new financing facility 

and their willingness to use the Senior Participatory Sukuk in order to diversify their sources 

of funding , expansion there business and so on. However, the instruments faces a lot of 

challenges. First, the regulation challenges regarding the concerns of the companies about the 

partnership permission, acceptance the seniority feature that Senior Participatory Sukuk 

enjoy and intervention in the management right. Also, the legal challenges that embodied in 

developing standardized agreement for Senior Participatory Sukuk and nature of bank‘s 

agreements and seniority of this sukuk holder. In addition, to rating and pricing challenges. 

Finally, the misconception of the potential issuers among the offered sukuk in the market and  

proposed sukuk. 

 limitation of the research  

Despite of the effort that research spend to conduct this research, there are some 

limitation for the research. Due to the fact that participation in the interviews was voluntary 

thus small number of participants agreed to engage in the interviews. Another limitation are 

the geographic and time constrains that restrict the researcher from investigating all the 

potential issuers in Saudi Arabia, hence the present research based on 6 perceptions of the 
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potential issuers who were available. Finally, the absence of concrete writing about the 

hybrid sukuk were another limitation also. 

Recommendation for future research 

Since this research covering only the issuer aspects, still there is other aspects such as 

investors, regulations & legal entities needs to be explored. As the number of the investigated 

potential issuer are relatively small and restricted to the Saudi Arabia , a larger number 

recommended to draw more details about the product feasibility. Also, it is recommended to 

extend the research to another countries to investigate across- countries differences related to 

economic conditions, financial market development and shariah jurisprudence. 
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 Appendices 

Appendix I : Questionnaire Form 

 

     Dear Participant, 

I would like to enlist your assistance. I am a graduate student in Islamic Finance 

Management at Effat University. I am conducting a survey on Financial Engineering for my 

Master‘s Thesis. The purpose of this study is to examine the financial position of the 

company and its willingness to use new financial products. 

The following e-questionnaire will require approximately two minutes to complete. There is 

no compensation for responding nor is there any known risk. In order to ensure that all 

information will remain confidential, please do not include your name. Copies of the project 

will be provided to Effat university instructor to the Financial Product Development Center 

of the Islamic Development Bank (IDB) as my Thesis is a collaboration between the 

university and the Bank. 

If you choose to participate in this project, please answer all questions as honestly as 

possible. The results of this study will be presented publicly at Effat University. I will notify 

your company when it takes place. 

If you have questions or concerns, please contact the following Person(s):  

Researcher: Jawaher Al-Mansour at (966)-6367407, Jawaheralmansour@gmail.com.  

Adviser: Mohammed Ansari at (966)-6366211, MAnsari@isdb.org. 

If you have any questions regarding your rights as a research participant, please contact Effat 

University‘s Chair of Finance: Tahar Tayachi at (966)-122137832, 

ttayachi@effatuniversity.edu.sa. 

Please click on the survey link below and provide us with your feedback. 

https://docs.google.com/forms/d/e/1FAIpQLSdJXloDX84xC4Pjgo2s6J469brUCtWQXIWVe

lRCRt7YF2N1xw/viewform 

 Your time and consideration are highly appreciated. 

Sincerely, 
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Alternative Financing Avenues 

Kindly specify the name of the company that you are responding on its behalf 

…………………………………………………….. 

Section A: General character of the firm. 

1. To what extent is innovation important for the success of your company?. 

o Highly important. 

o Moderately important. 

o Not important. 

o Other, please specify……………. 

2. How much of the annual budget is allocated to R&D innovation? 

o Less than 1%. 

o Up to 5%. 

o Up to 10%. 

o Other, please specify……………. 

Section B: General information on the type and situation of the firm. 

3. During the past year, have your company introduced....?  

o A new or significantly improved product or service to the market. 

o A new or significantly improved production process or method. 

o A new way of selling your goods or services. 

o A new organization of management. 

o None. 

4. What is currently the most pressing problem your company is facing? 

o Finding customers. 

o Overcoming competition. 

o Access to finance. 

o Costs of production or labor. 

o Other, please specify…………… 
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5. Would you say that the debt ratio of your company has …. over the past year? 

o Increased. 

o Remained unchanged. 

o Decreased. 

6. How do you see operational growth in the mid-term? 

o Expanding. 

o Contracting. 

o Stable. 

Section C: Future, growth and obstacles to growth. 

7. If you need financing to realize your growth ambitions, what type of financing would you 

use?  

o Commercial papers. 

o Retained earnings. 

o Additional equity. 

o Bank financing. 

o Sukuk. 

o Other, please specify…………… 

8. Is the company willing to get financing from a new source / niche market? 

o Yes 

o No 

9. Suppose you want to start a new venture/project. What would be the ideal Debt to 

Equity ratio?  

o 50:50. 

o 25:75. 

o 40:60. 

o 75:25. 

o Other, please specify……………. 
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10. What would be the amount of profits that should be paid to an investor who 

contributes financing of, say, $100 million to a new project and bears full project risk? 

o Up to 5m of net profits. 

o Up to 10m of net profits. 

o Up to 20m of net profits. 

o Other, please specify……………. 

11. Suppose your company obtains a debt financing of $100 million. How much you are 

willing to pay for insurance against your own default (i.e. an insurance such that creditors 

will not have recourse to your own capital in case of project loss)? 

o 1.5%. 

o 2.5%. 

o 5%. 

o No need for insurance. 

o Other, please specify…………….. 

12. Will you be interested by a hybrid financing security that is:  

 free from any debt burdens. 

 Profit and Risk Sharing.  

 Has no negative impact on existing creditors and shareholders in case of default.  

o Yes. 

o No. 
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Appendix II : Questionnaire results 

Descriptive analysis 

Descriptive analysis in this study consists of character of the firm, type and current 

position of the firm in addition to potential growth of the firm and the obstacles. 

General character of the firm. 

In this research, there are total of 14 respondents. Among these 14 respondents, there are 8 

(57.1%) of them specified that innovation is highly important for the success of the company. 

However, half of them allocate up to 5% of the company budget to the R&D innovation and 

rest spend less than 1%. In other words, more than half of the respondents are considering the 

innovation one of the highly important factors the impact in company success. The total 

companies which see the innovation is moderately important is 4 and they represent (26.6%)  

of the respondents, also half of them allocate up to 5% and the rest allocate less than 1%. 

Regarding the two remaining, one of them consider the innovation is not applicable since it a 

trading company. However. The other company believe that innovation is not important so it 

just spend less than 1% of its budget in R&D.  



75 

 

 

General information on the type and situation of the firm. 

During the last year 50% of the respondents targeted companies produced new products and 

services or significantly improved them, 28.6% improved their production process or method 

, 7.1% used a new method to sell the good and service while the remaining 14.3% neither 

introduced  product or services to the market nor improved their businesses. 

  

Figure 13. Budget allocated to innovation Figure 12. Importance of innovation 

Figure 14. Companies’ productivity 
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As for the difficulties that faced by respondents, it seems that the cost of production or labor 

is the most pressing difficulty which represent 35.7%, following with 28.6% which consist of 

other specific difficulties pertained to the nature of the company business such as. Inflation 

and customer liquidity. Then, both of access to finance and overcoming competition 

represent the same percentage 14.3%. while the rest 7.1% goes for the finding customers. 

Figure 15. Companies’ difficulties 

Half of the respondents companies estimated that their operation for the mid-term will 

expand, while 7.1% of them expect the opposite and 42.9% estimated that their operation 

will remain the same.  

 Debt / Equity ratio over the past year remind unchanged for 6 (42.9%) of the companies, 

declined for 5 (35.7%) and increased for the rest companies that represent 21.4% of the total 

responded companies. 
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Future, growth and obstacles to growth. 

Most of the respondents that represent 71.4% clarify their potential to increase their 

investors, however, the other 28.6% prefer the opposite. 

Figure 18 shows, among thediffrent financing facilites avilable by the market , bank finacing 

become the most prefered one by the respondents with percetage of 42.9% follwed by sukuk 

Figure 16. Operational growth Figure 17. Debt/ Equity 

Figure 18 . Financing facilities. 
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with 28.6% that represent 4 of the responddents. The rest 28.5 divided into the remining 

finaning facilty equally. 

As for the ideal Debt /Equity ratio for the future ventures,  (28.6% ) four of the companies 

supposed that 25:75 is the ideal ratio, however three out of the four willing to pay insurance 

against their default with amount equal to 1.5% of the total debt financing, while the last one 

specified that no need for insurance. The companies which chose 50:50 as the ideal D/E ratio 

represent 3(21.4%), two of them supposed the insurance should be 1.5% against default 

while the other one willing to pay 2.5%. For the option of 75:25, three companies preferred it 

and they will insure against the default with payments equal to 5% ,2.5% and less than .05%. 

For the remaining companies which represent 28.5% of the total respondents chose the 

followings: 60:40 D/E with 2.5% insurance, 40:60 without insurance, 10:90 without 

insurance  and 80:20 D/E with insurance premium  that would be justified upon the expected 

return and risk assessment. 

Most of the companies that represent  10 (71.4%) of the total respondents interested  in the 

proposed  hybrid financing . 
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Appendix III:  Interview questions                                                                                                                                                        

1. Are you familiar with Sukuk instruments?  

2. What are the obstacles that hinder you from getting finance? 

3. Based on the mentioned financing facility, did the MLP overcome the obstacles that   

faced by your company when it willingness to get finance? 

o Yes. 

o No. 

4. If are willing to issue this Sukuk, what are the obstacles that will hinder you from this 

transaction: 

o Regulation. 

o Because it is a new product and have no reviews of people used before. 

o Lack of pricing mechanism that would specify the cost of this issuance. 

o Finding investors. 

o Other ………….. 

5. If the Senior Participatory Sukuk match your desired  , What is the primary reason to 

issue these Sukuk?  

o Refinance existing debt. 

o Finance business expansion. 

o Diversify sources of funding. 

o Cheaper funding and better pricing. 

6. How do think these Sukuk compares with known  available source of funding ( bond 

and equity) in the market in terms of meeting your requirement?( features, process, 

attractiveness)? 

7. How do think these Sukuk compares with known  prevailing Sukuk in the market in 

terms of meeting your requirement? 

o They do not appear any significant difference compare to prevailing Sukuk. 

o They do appear significant different compare to prevailing Sukuk that currently 

available in the market  

8. Which of the feature(s) of these Sukuk do you like, please specify ? 

9. Which of the feature(s) of these Sukuk do not you not like please specify? 
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10. Does the mentioned protection method in MLP Sukuk ( Cushion+ Third party)  

suitable, if not what are the suggested modifications ? 

11. Assuming that you want to provide the investors with a cushion protection, How 

much capital cushion you are willing to provide? 

o 5% 

o 10% 

o Other ….. 

12. Given the benefits that MLP provided, how much you are willing to pay for the 

investors as return ? 

13. Who will be the potential investors in these sukuk? 

14. Will you open the door for the foreign investors to invest in your issued Sukuk and 

why? 

15. If you willing to issue these sukuk what will be the preferred currency ? 

16. In your opinion what is the value that this product will be added to financial market ?  

17. Would you recommend this product for the corporations? 

o Yes   

o No, why? 

18. In brief word how do you perceive this product generally? 
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 الولخص

ٌىٓ ػذَ حٛفش ِٕخجبث ِب١ٌت وبف١ت فٟ اٌسٛق ٌخذِت ِخخٍف  ˛ٚ ٍِّٛسب   سش٠ؼب   ٚ حطٛسا   حشٙذ اٌّب١ٌت االسال١ِت ّٔٛا  

سغُ ظب٘ش  ˛ سٛق اٌصىٛن ) اٌسٕذاث اإلسال١ِت( ˛االدخ١بجبث حؼخبش ِٓ ابشص اٌخذذ٠بث اٌخٟ حٛاجٙٙب. ػٍٝ سب١ً اٌّثبي

ٌٍخ٠ٕٛغ د١ث اْ اغٍب اٌصىٛن اٌّخبدت حٕخٟٙ بأػببء ِبد٠ت ٚ د٠ْٛ ػٍٝ اٌجٙت  اٌّصذسة. إٌجبح اٌزٞ دممٗ االَ أٗ ٠فخمش 

ٌزٌه صّّج اٌصىٛن راث اال٠ٌٛٚت وأداة ِب١ٌت جذ٠ذة ِمخشدت ٌخٍب١ت ِخخٍف اٌذبجبث ٚ ٌٍّسبػذة  فٟ سذ اٌثغشة اٌّٛجٛدة 

ػٍٝ رٌه ٠ذبٚي ٘زا اٌبذث دساست  ب١ٌت. بٕبء  ػٍٝ اٌششوبث ٚ اٌّإسسبث اٌّ اٚ ػبء   وٛٔٙب ال حّثً د٠ٕب   ˛فٟ اٌسٛق 

جذٜٚ اٌصىٛن راث اال٠ٌٛٚت ِٓ ٚجٙت ٔظش اٌجٙبث اٌّذخٍّت إلصذاس٘ب. ٚ ٌخذم١ك ٘ذف ٘زا اٌبذث ٚ االجببت ػٓ 

اجشٜ اٌببدث سخت ِمببالث شبٗ ِٕظّت ٚلبَ ف١ٙب ببسخشبسة ٚ ِٕبلشت  رٚٞ اٌخبشة ببٌّٛضٛع  ˛ اٌخسبؤي اٌزٞ ٠ذٚس دٌٛٗ

وبث اٌسؼٛد٠ت ٚرٌه ػٓ طش٠ك أسئٍت ِذذدة ِسبمب ئال أٔٙب ِفخٛدت ٚ حسّخ ببٌخؼب١ش اٌذش. ٚلذ ب١ٕج ٔخبئج اٌبذث فٟ اٌشش

٠خٍطْٛ  ائلبب١ٌٗ اٌششوبث اٌسؼٛد٠ت ػٍٝ إٌّخج ٚ حصش٠ذُٙ بأ١ّ٘ت  حذش١ٓ ٘زا إٌٛع ِٓ اٌصىٛن ٌىٓ حب١ٓ أُٙ ِب صاٌٛ

اٌششوبث ػٍٝ ا١ّ٘ت طشح ٘زا إٌّخج ِٕٚبلشخٗ ِٓ لبً ١٘ئت سٛق اٌّبي  ب١ٕٗ ٚب١ٓ اٌصىٛن اٌسبئذة ببٌسٛق. ٚ وّب أوذث

ٌذساست ِضا٠ب اٌّشبسوت ٚاٌخذخً فٟ االداسة اٌخٟ ٠خّخغ بٙب دٍّت ٘زٖ اٌصىٛن. ببإلضبفت اٌٝ ا١ّ٘ت دٚس اٌجٙبث اٌمب١ٔٛٔت 

بء ػمٛد ثببخت ِٚؼ١بس٠ت ٌٙزٖ فٟ أش اٌّسبػذةٌذساست ِض٠ت ا٠ٌٛٚت دٍّت ٘زٖ اٌصىٛن ٚ حأث١ش٘ب ػٍٝ ػمٛد اٌبٕٛن ٚ 

ٚ حسؼ١ش ٘زٖ  ٌٙباٌصىٛن. ٚػالٚة ػٍٝ رٌه اصشث اٌششوبث ػٍٝ اْ اٌخص١ٕف االئخّبٟٔ ٌٍصىٛن ٚاٌجٙت اٌّصذسة 

                                                                         اٌصىٛن ٠ؼخبش ِٓ اُ٘ اٌؼٛاًِ اٌخٟ حإثش ػٍٝ ٔجبح ٘زا إٌّخج
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ججاهعت عف  

 جذة ، الوولنت العربٍت السعودٌت 

 عوادة الذراساث العلٍا و البحث العلوً

 

 

 

، حذج ئششاف اٌّششف اٌّىٍف ببإلششاف ػٍٝ سسبٌخٙب/سسبٌخٗ، رجواهر حسي الوٌصولبَ بىخببت ٘زٖ اٌشسبٌت اٌطبٌبت. 

ة اٌذساسبث اٌؼ١ٍب ٚ اٌبذث اٌؼٍّٟ بجبِؼت ػفج، وجضء ِٓ ٚحُ ئجبصحٙب ِٓ لبً ٌجٕت اٌخذى١ُ، ٚ حُ حمذ٠ّٙب ئٌٝ ػ١ّذ

ت ػٍٝ اٌشسبٌت ٚ االداسة اٌّب١ٌت االسال١ِت ، ٚلذ حُ اٌّٛافم سجت اٌّبجسخ١ش فٟ اٌؼٍَٛ، بشٔبِجِخطٍببث اٌذصٛي ػٍٝ د

 م.٧١٠٢ ٌٌاٌر ,  ئجبصحٙب بخبس٠خ
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 صنوك الوشارمت راث االولوٌت 

 

 

 

  ئػذاد

 إٌّصٛسدسٓ جٛا٘ش 

 

 

 

 ٚفمب   سسبٌت ِمذِت السخىّبي ِخطٍببث اٌذصٛي ػٍٝ دسجت اٌّبجسخ١ش فٟ اإلداسة اٌّب١ٌت اإلسال١ِت

 ٌّخطٍببث جبِؼت ػفج.

 

 

 
 

  ١ٍت األػّبيو

 اٌٍّّىت اٌؼشب١ت اٌسؼٛد٠ت ˛جذة ˛جبِؼت ػفج

  ٧١٨٢َ  ˛٠ٕب٠ش – ٨٣٤١ٖ ˛سب١غ اٌثبٟٔ
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 صنوك الوشارمت راث االولوٌت 

 

 

 رسالت هقذهت الستنواه هتطلباث الحصوه على درجت الواجستٍر فً اإلدارة الوالٍت اإلسالهٍت

 

 

  إعذاد

 الوٌصورحسي جواهر 

 

 

 إشراف

 د. ساهً السوٌلن

 د. طاهر طٍاشً

 

  ملٍت األعواه

 الوولنت العربٍت السعودٌت ˛جذة ˛جاهعت عفج

 م٧١٠٢  ˛ٌٌاٌر – ٠٣٤١ٍ ˛ربٍع الثاًً




