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Abstract

This study addresses a contemporary and highly significant issue in
sovereign finance: whether the obligations arising from Ijarah Sukuk
should be classified as part of public debt. The legal characterization
of these instruments directly influences their treatment in government
accounts, national economic indicators, fiscal policy formulation,
sovereign credit ratings, and compliance with Shariah principles.

The research adopts an integrative approach combining Islamic
jurisprudence, positive law, and accounting analysis. It demonstrates
that Ijarah Sukuk transfer usufruct rights rather than ownership of the
underlying assets, and that the periodic returns are legally and Shariah-wise
treated as lease payments, not interest or sovereign debt. Consequently,
these obligations should not be classified as public debt but rather as
operating or investment expenditures reflecting their contractual nature.
Through in-depth analysis, the paper distinguishes Ijarah Sukuk from
conventional debt instruments, highlighting their fundamental legal and
financial differences. Misclassification of these sukuk as sovereign debt
inflates debt indicators and weakens sovereign credit ratings. In contrast,
proper accounting treatment—recognizing the payments as expenses—
enhances transparency and accuracy in fiscal reporting.

The study supports its conclusions with an applied case study of Egypt’s
sovereign sukuk issuance on Ras Shukeir land. The findings reveal that
[jarah Sukuk can bridge fiscal deficits without adding nominal public

(Review: International Accounting Standard (IAS) 1, Presentation of Financial Statements,
para. 10 and para. 54(e).).
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debt, while preserving public ownership of assets and aligning economic
efficiency with Shariah compliance. They also illustrate the potential of
these sukuk to transform idle public assets into productive financing tools
that strengthen fiscal sustainability.

Keywords: Investment Sukuk, Sovereign Issuance, Government Debt,
Credit Rating, Sukuk Returns, Accounting Analysis.
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1. “Public debt refers to gross debt owed by the general and/or central government, as defined
in the IMF’s Public Debt Statistics: Guide for Compilers 2011. It covers the following
instruments: (i) loans; (ii) debt securities; (iii) currency and deposits; (iv) insurance, pension,
and standardized guarantee schemes; (v) other accounts payable; and (vi) and special drawing
rights.” (International Monetary Fund, Fiscal Affairs Department, 2024 GLOBAL DEBT
MONITOR, 2024(5).
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1. Code monétaire et financier (CMF). L. 313 -7.
2. United States, Uniform Commercial Code (UCC), Article 2A: Leases, § 2A-103 (Definitions).
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