SUKUK UNDER DIMINISHING MUSUHARAKA

Detail of Project

Cost of Project

Rs.500.0 million




Cost of Land

Rs.200.0 million




Cost of Development
Rs.300.0 million




Amount of Sukuk

Rs.300.0 million




Period of project

3 years




Tenor of Sukuk

3 years

Trench of Sukuk

six - Semi annual installments
Sukuk Structure

1. Real Estate Developer (RED) owner of the lank for Real Estate Project (REP) worth of  Rs. 200 m

2. RED Sukuk Company act as SPV and might be registered as modarabah company in scenario of Pakistan legal and regulatory framework and issue trust certificate ( Sukuk ) Rs.300 m
3. RED undertake to RED Sukuk Company to purchase constructed part of the project after the evaluation of independent architect/civil engineer ( NESPAK ) on each 180 days ( 6 month ) from the date of each trench
4. Payment of Trench with profit. RED purchase each trench portion by semi annual and deliver the payment with profit ( as per diminishing musharakah Mechanism ).RED will pay the consideration of equity share to Sukuk holders from the receipt of money paid by the potential buyers of the REP.

Each Installment =
Principle + Profit ( Istisna base profit )
      =
Rs. 50 m +     ( Libor or Kibor + xyz )
5. Transfer the ownership of constructed portion of each trench certified by Engineers ( Nespak)

6. RED Sukuk company distribute installment amount to sukuk holders with the same profit ratio. If RED Sukuk Co. ( SPV ) registered as Modarabah Co. then profit may share between sukuk holders and Sukuk company. Sukuk Company may use this profit as Company administration and administration cost.
7. Sukuk holder transfer their equity to RED gradually on each trench ( Ratio 1/6 on each trench ) 

8. Six monthly completion certificate work and transfer to the RED after the certified by engineers ( Nespak )

9. Role of engineers/ Nespak for clearing or assessment of the work.

10. CDC or other reputable financial institution may work as trustee.

11. At the payment of last trench, RED will owner of the asset ( REP) and special purpose company will liquefy after the achieving specific goal.
