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Mohammed Amin
Until 31 December 2009, Mohammed Amin was a tax partner
at PricewaterhouseCoopers LLP and led their Islamic finance
practice in the UK.

He is:
• a member of HM Treasury’s Islamic Finance Experts

Group, set up to advise the Government on Islamic finance
strategy

• a Council member of the Chartered Institute of Taxation
• a member of the Policy & Technical Committee of the

Association of Corporate Treasurers

Amin has spoken on Islamic finance on every continent, except
Antarctica! Some of his articles and presentations on Islamic
finance can be found on his personal website at:

www.mohammedamin.comMobile: 07802 788 357

mohammed.amin@btinternet.com
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Islamic purchase

Goods obtained
Cost 1,100Bank

Goods supplier

Customer

Sale for
immediate
payment

Sale for 1,100.
Payment deferred

by two years

Payment 1,100.

Payment 1,000.
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Definitions apply strictly

Your sukuk

AFIB rules

Your sukuk

AFIB rules

(c) Mohammed Amin
10





Ijarah sukuk

Sell
building

Pay
price

Pay rent
periodically

Pay issue price

Issue sukuk

Periodical payments
representing SPV’s profits

Special Purpose
Vehicle (SPV)

Owner

Investors

Charity

Lease
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The basic AFIB provisions enacted in
2007
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Requirements on creation
• One person (the bond holder) to pay a sum of

money (the capital) to another (the bond issuer).
• Identification of assets (the bond assets) which the

bond issuer will acquire to generate income or
gains.
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Requirements about additional payments

• The additional payments must not exceed what
would be a reasonable commercial return on a loan
equivalent to the capital.
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Further requirements
• The bond issuer undertakes to manage the bond assets.
• The bond holder is able to transfer his rights to other

persons who thereby become bondholders.
• The arrangements are listed on a recognised stock

exchange as defined in the Income Tax Act 2007 s.1005.
(This mirrors the requirement for eurobonds to be listed if
interest is to be paid gross without withholding tax.)

• The arrangement would be treated as a financial liability
of the bond issuer if accounted for under International
Accounting Standards.

(c) Mohammed Amin 17



Issuer tax consequences

• AFIB treated as a loan relationship
• Effectively = debt for issuer taxation
• Periodical payments treated as deductible interest
• ICTA 1988 s209(2)(e)(iii) overriden
• Issuer taxed as if it beneficially owned the assets
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Unresolved problems in the basic
AFIB provisions enacted in 2007
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Multiple real estate transactions: SDLT

Sell
building

Pay
price

Pay rent
periodically

Pay issue price

Issue sukuk

Periodical payments
representing SPV’s profits

Special Purpose
Vehicle (SPV)

Owner

Investors

Charity

Lease

12

Three land transactions:

1 Sale

2 Leaseback

3 Buyback (not shown)
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Taxation of latent capital gains

Sell
building

Pay
price

Pay rent
periodically

Pay issue price

Issue sukuk

Periodical payments
representing SPV’s profits

Special Purpose
Vehicle (SPV)

Owner

Investors

Charity

Lease

1

Building value = 100

Cost = 20

Gain = 80
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Wasted capital allowances / tax depreciation

Taxable rent £100 Deductible payments £100

Special Purpose
Vehicle (SPV)

Owner Investors

Building containing tax
depreciable items

Tax depreciation £5
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Condition A in practice (1)

Special Purpose
Vehicle (SPV)

Owner

Owner gives purchase undertaking to SPV = put option

SPV gives sale undertaking to owner = call option
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Condition A in practice (2)

Special Purpose
Vehicle (SPV)

Owner

Owner gives purchase undertaking to SPV = put option

SPV gives sale undertaking to owner = call option

Overwhelming
commercial
likelihood

will
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