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ABSTRACT Before entering the post-2020 climate change regime, future energy projects will be ongoing. Continuous capital flux is
extremely important to keep these projects running. On the other hand, as most green finance is based on the conventional financial
structure, it is vulnerable to financial market conditions. Therefore, green Islamic finance based on oil money from the Middle East
and Southeast Asia are recognized as alternative capital sources. In particular, green Sukuk is considered a favored option for South
Korea in diversifying the foreign bond market and providing a chance for local energy companies to expand overseas to Islamic
countries. This paper proposes eight typical Sukuk structures that can be used as green Sukuk and analyzes the world’s first green
Sukuk case, Tadau Energy green Sukuk. In 2009, a discussion on green Sukuk and a draft of a bill was prepared in the National
Assembly but the bill is still on the threshold because Sukuk is not understood completely. This paper introduces a new type of foreign
financial tool to the public that can be applicable to education and project financing.

Key words Green Finance(3= A &), Sukuk(4>3), Green Sukuk(ZL ¥ 4=3), Islamic Finance(®] <% &-§), Sharia(AF&] o})

su bscript GSWP  : the green sukuk and working Party
INDC :intended nationally determined contributions SPV - special purpose vehicle

AAOIFI : the accounting and auditing organization for CICERO : center for international climate and environ-

. . e mental research
islamic financial institutions

MENA : the clean energy business council of the middle LCR + low-carbon, climate-resilient
east and north africa

CBI : the climate bond initiative

GBSA :the gulf bond & sukuk association 1LME
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Table 1. Differences between Bond and Sukuk[™™

Conventional Bond

Sukuk

Asset ownership Bond issuer

Partial ownership to investors

Investment criteria

Can be used to finance any projects
within local legislation

Must comply with Sharia

Issue price

Based on the issuer s credit

Based on the market value of the
underlying asset

Investment rewards

Receive regularly scheduled (and often fixed
rate) interest payments for the life of the bond

Receive a share of profits from the underlying
asset (and accept a share of any loss incurred).

Issuer—investor relationship

Lender—Borrower

Seller—Buyer

Source of income Debt instrument

Assets

Status of issuer Borrower

Seller
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Table 2, Sukuk structure based on sources'™

Classification Sukuk structure
Asset—based 1) Jjara
Debt—based 2) Istisna, 3) Salam, 4) Murabaha

Equity—based 5) Mudaraba, 6) Musharaka

Agency—based 7) Wakala

Hybrid 8) Hybrid (two or more structures)
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liara

1. Transfer asset 2a. Issues Sukuk

5. Profit from lease 6. Return profit

ebors || s T
Obligor ukuk 1ssuer holder

2. Payment on asset 2b. Investment

4. Lease asset

Fig. 1. Flowchart of ijara structure
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Fig. 2. Flowchart of istisna structure

Al olAet WAl dEAke 7INEe R 52 ddst
= k= ', olAEAY Aol A= Fig, 29} 2Ho] SPV
7hAEARte] Qi ARl Ee Al o2 WRisto]
FAARRY FAES A olFA Al w2
A mFoIU ASE Alske T AlFelA AlFsto]
=& AT, o] Atolof SPVE= wxle] 2% <] TZ}
oA Apitol] Tt 2f-er shvfstar xpate] digt o

2018, 6 Vol.14, No.2 25



e

08
rD

b- 25i0tE BfX| 2= OWX|= - ZEH

[o

A7|A L A ER 2| ZFuer) o|ZA ke 2
AR A AE8tal, A= HEHoZ oMgE BE

£ A2ES (3 A5l P,

=
=
x

Ho

> W
mﬂl'oo

-
o o
Ol
—|—‘

iz
o
11
g

BN
al% Lo
S
24
m)v rlo
£ >
oL ['U;
> o+
flo we
o

o
T2
o= O
N
=
Mo
w oo

e
Mo

2

|
|
/d(gharar) 1}
2R w2 AL,
QIETIR= =03
H2]of| F}gictar 3

ﬁd
2

N

& X
>

o
i
[
>

N
il
ot

solmz, ARejolel
b, 27] Gl A

A Akl Al
7] mzel ole

1o
m{m

=

>
o%
=
= o
o>
m i
o ruo 4 o

=T

ol
ox
-

]_

d

uﬂo
ol
o

[13]

o

E

ol

4

30,

S
HE

Salam

2a. Issues Sukuk
1. Sales transfer
agreement 5. Return profit

Company / SPV / Investor /

Obligor/ . Sukuk
Manufacturer Sukuk issuer holder
2b. Investment

3a. Provide salam
3b. Provide goods

4a. sell goods 4b. Collect payment

| End buyer ‘

Fig. 3. Flowchart of salam structure
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Murabaha
1a. Issues Sukuk
4. Installment
nnnnnn t 5. Return profit
Investor
Company / SPV / /
. Sukuk
End buyer | «~—— |Sukuk issuer | «——
2b. sell right to 1b. Investment holder
asset
2a. Invest and purchase
right to asset
3. Provide asset N
Asset provider

Fig. 4. Flowchart of murabaha structure
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Mudaraba

1. Mutual agreement

2a. Issues Sukuk
on project operation

5. Return profit

Company / | —— | SPV(Mudarib) | —— . | Investor /
Project / Sukuk Sukuk
owner - issuer - holder

2b. Investment
6. Transfer of project

4. Profit | ‘ 3. Invest

Fig. 5. Flowchart of mudaraba structure
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Table 3. Characteristics of sukuk structures

Characteristics liara | Istisna | Salam | Murabaha | Mudaraba Musharaka Wakala
Source of finances Asset | Debt Debt Debt Equity Equity Agency
Type of sukuk issuer SPV SPV SPV SPV SPV SPV SPV
Project SPV & Project SPV
Participant at risk SPV SPV SPV SPV
articipant at s Owner Participant (Wakeel)
P . " - N N N N Project Share between SPV & SPV
ossession of excess earnings one one one one
8 Owner Project Participant (Wakeel)
After stated period ends or L prearrange on ratio
. L . . SPV runs Joint investment
Special agreement providing promised profits, sukuk . . or sum for excess
the project | between participants .
matures earnings
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