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Abstract

Green Sukuk—Sharia-compliant bonds designated for environmentally 

Green Sukuk into the U.S. renewable-energy market and explores the 

potential pathways for integration. Through a qualitative comparative 

analysis of U.S. securities and tax laws vis-à-vis Sharia principles of 

highlighting promising opportunities aligned with the nation’s 

decarbonization goals.

Findings suggest that the dual compliance requirements—both Sharia 

enhancement of ESG credibility. The paper concludes by recommending 

the establishment of Sharia supervisory standards adaptable to the U.S. 

context. These recommendations aim to facilitate the integration of 





1. Introduction

1.1 Background and Context

2023). 

2022

convergence of these philosophies forms the intellectual and practical 

Introduced in 2017 by Malaysia and Indonesia as part of sovereign 

2024). Their unique hybrid structure—Sharia-compliant yet consistent 

with international green-bond standards—has demonstrated scalability 

90 billion in green 

2024

accommodate Islamic instruments such as Sukuk. The absence of Green 

Sukuk in the U.S. market raises critical questions regarding the 

adaptability of Sharia-compliant structures within Western regulatory 

ecosystems.



1.2 Research Problem

regulatory f rameworks—such as the Securities Act of 1933 and the 

Internal Revenue Code—that conceptualize securities primarily as debt or 

2019).

risk-sharing partnerships (mudarabah or musharakah) rather than 

practice—which relies heavily on interest-based instruments and 

derivative hedging—creates structural f riction. As the global energy 

differences can be bridged is crucial for policymakers and investors 

1.3 Purpose and Objectives
This study aims to examine the regulatory challenges and potential 

opportunities associated with introducing Green Sukuk to the U.S. 

1. To analyze the legal and structural discrepancies between U.S.

2. To evaluate the compatibility of Green Sukuk structures with

      investment environment.

3. To propose regulatory and policy mechanisms that could

       facilitate Green Sukuk issuance within the U.S. context.

structures.



1.4 Research Questions
1. What are the principal regulatory and structural barriers to

      issuing Green Sukuk in the U.S.?

2. How compatible are Sharia governance requirements with U.S.

      corporate and securities law?

3. What opportunities exist for harmonization between Islamic

4. What policy recommendations could enable successful market

      entry for Green Sukuk instruments?

1.5

analysis focused on the U.S. market. It provides theoretical and practical 

implications for multiple stakeholders:

      for adapting securities and tax regulations to accommodate

      asset-backed instruments.

      align with ethical and sustainable investment principles.

      expanding into developed markets through collaboration with

      Western regulators.

1.6 Scope and Limitations

directly affect Sukuk issuance. It focuses on Green Sukuk—those 

relying on legal analysis and literature review rather than empirical 

nuanced understanding of complex regulatory interactions.



1.7 Structure of the Paper
The remainder of the paper is organized as follows:

Section 2

and Sukuk structures.

Section 3 develops the conceptual and theoretical f ramework linking 

Sharia principles to ESG theory.

Section 4 details the qualitative methodology used for comparative 

analysis.

Section 5

opportunities.

Section 6 illustrates an applied case study on renewable-energy 

Section 7 concludes with policy implications and directions for future 

research.

2. Literature Review

2.1 Overview of Islamic Finance: Philosophical 
and Structural Foundations

2017).

The system rests on the premise that money has no intrinsic value and 

must be employed productively to generate real economic activity. As 

2019). Commonly used contracts include:



• Murabaha (cost-plus sale) 

      allowing deferred payment.

 where one party

) – both parties contribute capital

– similar to conventional leasing but structured

      to comply with Sharia by transferring ownership rights at the

      end of the term.

innovations within this ecosystem. Unlike conventional bonds that 

2023). This 

asset-backing principle differentiates Sukuk f rom debt-based securities 

and aligns them with the Sharia mandate against interest-bearing debt.

800 billion in outstanding issuances by 2024 

2024

75

non-Muslim countries such as the United Kingdom and Luxembourg 

2020).



2.2 Green Finance and ESG Investing: 
Theoretical and Institutional Background

1990s when the United 

Nations Environment Programme (UNEP) launched the Financial 

1992

into the dominant paradigm for sustainable investment. ESG principles 

2023).

The green bond—a debt instrument earmarked for environmentally 

by the International Capital Market Association (ICMA) provide 

2024). These instruments have 

3 trillion in 

cumulative issuance globally by early 2025 2025).

and occasional susceptibility to greenwashing—the practice of 

2021). This limitation has 

Sukuk.



2.3 Emergence and Evolution of Green Sukuk

2017 50

2018

enabling investors to earn lease-based returns f rom tangible 

renewable-energy assets. This pioneering model inspired subsequent 

and Nigeria.

2024 40 

1.5% of the total global green-bond market 

2024

with double-digit annual increases. Malaysia continues to lead with a 

well-developed regulatory f ramework governed by the Securities 

2023).

2018

6

2023

2021).

These case studies highlight three key lessons: (1) regulatory coordination 

essential; (2

3) sovereign leadership catalyzes private-sector 

participation.



nascent. The UK’s 2014 sovereign Sukuk issuance—though not 

Western legal systems. Expanding this f ramework to include 

Sukuk.

2.4 Comparative Legal and Regulatory 
Perspectives

interact with Western regulatory f rameworks. El-Gamal (2019) argues 

that the principal challenge lies in reconciling form over 

under securities and tax law.

1933 and the 

2010

2023

double taxation: once at the transfer of ownership and again when 

2024).

2020). Malaysia has 

represents both a challenge and an opportunity—particularly in the 

context of rising demand for ESG-compliant assets.



2.5 Theoretical Intersection: Islamic Finance 
and ESG
Recent scholarship emphasizes the philosophical convergence between 

2021). 

resonate with ESG’s focus on long-term environmental and social 

well-being.

2022). This synthesis supports the argument that 

Green Sukuk represent not a departure but an evolution of Sharia-based 

Empirical evidence supports this synergy. According to Rahman and 

Alam (2023

2024

that investors in Green Sukuk cite dual motivations—religious 

compliance and environmental impact—enhancing long-term retention 

2.6

research on Green Sukuk in Western markets remains sparse. Key gaps 



1 Regulatory Adaptation: Limited studies analyze how U.S.

      accommodate Sukuk without compromising investor

      protection.

2

      agencies—in facilitating Sharia-compliant structures.

3

      appetite for Islamic ESG instruments in the U.S. context.

4 Comparative Policy Lessons: While studies of Malaysia and

      capital markets.

5

      with U.S. corporate governance norms.

investigates both the constraints and potential pathways for integrating 

2.7 Summary

the United States—remains unexplored. Existing scholarship focuses 

cultural dimensions. The next section will synthesize these insights into a 

integration of Green Sukuk into U.S. markets.



3. Conceptual and Theoretical 
Framework

3.1 Conceptual Basis of Green Sukuk
The conceptual foundation of Green Sukuk emerges f rom the 

intersection between two intellectual traditions: the Islamic moral 

intergenerational equity.�

2019). This worldview 

purpose.

2023

Sukuk operationalize these shared principles by directing 

three-layered construct:

      environmental dimension aligns with hifz al-ard (protection of

       the Earth).

•  Financial Mechanism – employs traditional Sukuk structures

Principles).



3.2 Theoretical Foundations

3.2.1 Maqasid al-Sharia and the Ethical Economy

The maqasid al-Sharia f ramework provides the theoretical core of Islamic 

2019

2021

extend the classical maqasid f ramework into contemporary sustainability 

discourse by internalizing ecological balance as an element of social 

3.2.2 Stakeholder and Institutional Theories

2020



shape organizational behavior. Issuers adopt Green Sukuk f rameworks 

not only for access to capital but also to gain legitimacy within both 

2014). In Western 

investors seeking both faith-based and ESG-aligned products.

3.2.3 Signaling and Resource-Based Theories

2002 2023). Empirical studies show that green 

2023).

regulatory adaptability as strategic resources that confer sustained 

2020). Firms that master the 

dual-compliance capability—meeting both Sharia and ESG 

standards—develop unique organizational competencies that are 

ecosystem.

3.3 Integrating ESG Frameworks with Sharia 
Principles

conceptual harmonization across three domains:



conservation through the principle of khalifah(stewardship). Activities 

violate the Sharia norm of avoiding harm (la darar wa la dirar). Green 

Sukuk align perfectly with this principle by channeling funds 

2021).

development. Funds raised through Green Sukuk often target social 

interest).

embodied in amanah (trustworthiness) and shura (consultation). The 

mechanisms reinforces governance integrity.

constructs an Integrated Ethical-Sustainability Model (IESM) (Figure 1). 

The IESM posits that Green Sukuk derive legitimacy f rom the 

layer of ethical assurance for investors.

6

7

8



3.4 The Integrated Ethical-Sustainability Model 
(IESM)

The IESM provides the conceptual bridge linking theoretical principles to 

components:

1.

oversight.

2.

auditors.

3. Regulatory Interface: Issuances must comply with local 

4.

ESG—builds credibility and broadens the investor base.

5. Socio-Environmental Impact Feedback: Continuous monitoring 

Figure 1 – Conceptual Structure of the Integrated Ethical-Sustainability 

Model (IESM)� 2024)

without disrupting existing legal norms.



3.5 Theoretical Link to U.S. Regulatory 
Adaptation
Applying the IESM to the U.S. context requires acknowledging the 

emphasizes substantive criteria—ethical purpose and risk-sharing nature 

2019).

legally recognized as asset-backed securities under U.S. law while 

maintaining their Sharia essence through contractual documentation. 

This dual-substance approach ensures compliance with both the 

Securities Act of 1933 and Sharia requirements.

2024) and 

the SEC’s emerging disclosure requirements for environmental risks 

2023

3.6 Conceptual Proposition and Hypothesis

the following conceptual proposition:

Green Sukuk can serve as a structurally compatible and ethically 

superior alternative to conventional green bonds in the U.S. 

renewable-energy market, provided that regulatory f rameworks adopt 

dual-compliance mechanisms ensuring Sharia and ESG alignment



From this proposition arises the central hypothesis:

H : The absence of Green Sukuk in the U.S. market is primarily due to 

regulatory misalignment rather than market or investor resistance.�H : 

make Green Sukuk issuance both feasible and competitive within U.S. 

capital markets.

These hypotheses will guide the subsequent methodology and analysis.

3.7 Summary

This f ramework positions Green Sukuk as the embodiment of a dual 

model (IESM) to evaluate the feasibility of Green Sukuk within complex 

regulatory environments. The next section applies this f ramework 

securities and tax structures interact with Sharia-compliant principles to 

determine both challenges and opportunities.



4. Methodology

4.1 Research Design
This study adopts a qualitative comparative research design aimed at 

market. Given the interdisciplinary nature of the topic—combining 

supported by documentary and interpretive analysis of secondary 

Green Sukuk have not yet been introduced into the U.S. market; 

regulatory barriers and the absence of such instruments. The design is 

future issuances.

4.2 Research Approach

2018).�

3. Conceptual and Theoretical 
Framework

3.1 Conceptual Basis of Green Sukuk
The conceptual foundation of Green Sukuk emerges f rom the 

intersection between two intellectual traditions: the Islamic moral 

intergenerational equity.�

2019). This worldview 

purpose.

2023

Sukuk operationalize these shared principles by directing 

three-layered construct:

      environmental dimension aligns with hifz al-ard (protection of

       the Earth).

•  Financial Mechanism – employs traditional Sukuk structures

Principles).



The study employs three integrated analytical stages:

      Sukuk structuring—especially the Securities Act of 1933

      Investment Company Act of 1940 2010

      and relevant Internal Revenue Code sections.

• Cross-Case Evaluation: Comparison of regulatory f rameworks

      f rom countries that have successfully issued Green Sukuk

      United States.

This triangulated approach allows a holistic assessment of both 

normative (ethical/religious) and positive (legal/economic) dimensions.

4.3 Data Sources and Collection

numerical datasets.�Key sources include:

9

 U.S. Internal Revenue Code (sections relevant to asset-backed

      securities and trust structures).

 AAOIFI Sharia Standards (2023 update).

      Sukuk reports (2025–2018).

      Finance f rameworks.



10 

2017 2020 2022;

2023).

11

      renewable-energy investment.

4.4 Data Analysis Procedure
The data analysis proceeds through thematic coding and comparative 

2019) qualitative 

identify recurrent themes related to:

6

      securities).

7 

      treatment).

8

9 Investor protection and disclosure requirements.

10 

context.



The analytical synthesis results in a regulatory-compatibility matrix 

(Table 3

derivation of policy options grounded in precedent rather than 

2021).

4.5 Validity and Reliability

research requires methodological rigor.�The following 

strategies are adopted:

      to ensure interpretive accuracy.

• Transparency of Sources: All documents used are publicly

      critical perspectives.

Reliability is achieved through consistent application of coding 

categories and analytic procedures across all comparative cases. Though 

maintains methodological transparency that enables scholarly scrutiny.



4.6 Analytical Framework
The Integrated Ethical-Sustainability Model (IESM) developed in Section 3 

serves as the primary analytical lens. Within the methodological 

• Prescriptive Function: It guides recommendations for

      harmonization or policy innovation.

The comparative-analysis matrix employs three evaluative dimensions 

derived f rom the IESM:

1. Structural Compatibility – the extent to which Sukuk 

2.

mechanisms.

3. Market Attractiveness – the potential investor demand for 

and academic sources.

4.7 Ethical Considerations

and respect for cultural-religious perspectives.�The analysis consciously 

economic norms comparable to secular sustainability ethics.

care is taken to represent each legal f ramework accurately and to avoid 

ethnocentric bias. The study also respects copyright and 

academic-integrity standards by properly attributing all referenced 

materials.



4.8 Limitations of the Methodology

1.

The analysis therefore relies on analogical inference f rom other 

2.

U.S. are evolving rapidly. Findings may require periodic revision 

as new SEC and Treasury guidelines emerge.

3. Normative Complexity: Sharia interpretations vary across 

universality of recommendations.

4. Comparability Constraints: The institutional and cultural 

contexts of Malaysia or Indonesia differ substantially f rom 

require contextual adaptation.

These limitations are mitigated by clearly delimiting the scope (federal 

conceptual rather than quantitative generalization.

4.9 Summary
This methodological f ramework combines qualitative doctrinal analysis 

interdisciplinary approach. It positions the research within an 

interpretivist paradigm that values normative insight and policy 

relevance over numerical generalization.

The output of this methodological process will be a structured 

potential adaptation mechanisms.



challenges of integrating Green Sukuk into the U.S. renewable-energy 

presents.

5. Findings and Discussion

5.1 Overview of Analytical Findings
The comparative analysis undertaken through the Integrated 

Ethical-Sustainability Model (IESM) reveals that while the conceptual 

• Structural and Legal Compatibility – challenges in classifying

      Sukuk under U.S. securities law and structuring them to avoid

      double taxation.

• Institutional and Governance Alignment – issues related to

• Market and Policy Opportunities – factors that could facilitate

These dimensions are discussed in depth below.

5.2 Structural and Legal Compatibility

5.2.1

usuf ructs rather than debt obligations. The return to investors derives 



securities law—principally the Securities Act of 1933 and Securities 

Exchange Act of 1934

2023

Comparative evidence f rom Malaysia and the United Kingdom 

disclosure and taxation purposes while recognizing their asset-backed 

2020

Sukuk f rom debt-related regulations such as mandatory coupon 

disclosure or interest reporting.

This creates a paradox: a Green Sukuk compliant with Sharia (no riba) 

may still be interpreted by U.S. authorities as an interest-bearing 

instrument because returns resemble periodic payments. Without 

f rameworks.

5.2.2 Taxation and Double-Taxation Risk

The second structural barrier arises f rom tax treatment. Sukuk structures 

generally require transferring ownership of an asset to a Special Purpose 

2024

taxation.

Malaysia and the U.K. addressed this through tax neutrality 

provisions—legislative amendments ensuring Sukuk transactions are 

treated as economically equivalent to conventional bonds. The U.S. 



currently lacks such provisions. The absence of a tax neutrality 

2019).

5.2.3 Legal Recognition of Trust and SPV Structures

isolate assets and ensure Sharia compliance. U.S. securities and 

tension underscores the need for customized SPV f rameworks permitting 

2022).

5.3 Institutional and Governance Alignment

5.3.1 Sharia Supervisory Boards and U.S. Corporate Governance

�The 

Sarbanes–Oxley Act (2002 2010) mandate strict 

Advisory Council operates as a regulatory body rather than a corporate 

2023).



 A similar model could be adopted in the U.S. by externalizing Sharia 

agencies. This would maintain compliance while adhering to U.S. 

corporate-governance standards.

5.3.2 Disclosure and Transparency Requirements

U.S. securities regulation emphasizes comprehensive disclosure of 

rather than exhaustive legal disclosure.�The challenge is harmonizing the 

2023).

12

13

2024).

regulatory transparency.

5.3.3

Investors in the U.S. rely heavily on credit-rating agencies and ESG 

rating systemintegrating both dimensions.�This gap can be addressed 

through an Integrated Compliance Rating (ICR) combining conventional 

issue ICRs could bridge the institutional gap and provide assurance to 

both conventional and faith-based investors.



5.4 Market and Policy Opportunities

5.4.1 ESG Investment Momentum in the U.S.

The U.S. market exhibits a strong appetite for sustainable investment. 

According to the U.S. Forum for Sustainable and Responsible Investment 

2024

18 trillion—about one-third of total professionally 

managed assets.�This vast ESG demand represents a fertile ground for 

3.5 million Muslims 

2023). Combining ESG and Islamic 

green-bond investors.

5.4.2 Federal Renewable-Energy and Climate Initiatives

The U.S. federal government’s commitment to renewable energy provides 

(2022) and Inf rastructure Investment and Jobs Act (2021) allocate over 

370 2024). These 

Integrating Green Sukuk into these initiatives could:

11 Mobilize additional capital f rom Gulf and Southeast-Asian

       investors.

12 

13 Strengthen diplomatic and trade relations with Islamic

      economies.

the U.S. can diversify its funding toolkit without legislative overhaul.



5.4.3 International Collaboration and Cross-Listing

Another opportunity lies in cross-listing Green Sukuk on U.S. and foreign 

Regulation Sexemptions.�

2023).

5.4.4 Ethical and Strategic Advantages

conventional green bonds:

      moral-credibility premium appealing to ESG investors seeking

      authentic sustainability.

• Risk-Sharing Structure: Asset-backed design reduces

2022).

      broadens funding bases and lowers volatility.

• Reputational Gains: Issuers can signal leadership in ethical

2023).

5.5 Comparative Lessons f rom Other Jurisdictions

5.5.1 Malaysia

Malaysia’s experience illustrates the importance of a coordinated regulatory 

ecosystem. The Securities Commission Malaysia (SCM) integrated the 

2023). 



The government also provided tax incentives and subsidies to offset 

20 billion in 

Green Sukuk since 2017.

5.5.2 Indonesia

Indonesia institutionalized Green Sukuk within its sovereign-bond 

2023). The government’s 

proactive role built investor trust and created a transparent 

impact-reporting culture.

5.5.3 United Kingdom

The U.K.’s 2014

precedents for recognizing Islamic instruments under Western law. 

Subsequent regulatory amendments introduced tax neutrality and 

2020). Extending this 

development.

5.6 Policy and Regulatory Adaptation Pathways 
for the U.S.

integrating Green Sukuk into the U.S. market.

Pathway 1

asset-backed securities with equivalent status to bonds for regulatory 

and taxation purposes. This would mirror the U.K.’s approach and provide 

legal certainty without full legislative overhaul.



Pathway 2: Tax Neutrality Provisions

exempting Sukuk asset transfers f rom double taxation and aligning 

Pathway 3

Sharia Advisory Council—could be established under the U.S. 

These pathways collectively address the main structural and institutional 

5.7 Synthesis of Findings
The evidence indicates that regulatory misalignment—not lack of market 

demand—is the primary impediment to Green Sukuk issuance in the 

integration.�

5.8 Summary
This section has demonstrated that while substantial regulatory barriers 

and the U.K. illustrates that incremental policy reforms can reconcile 

Sharia-compliant instruments with conventional f rameworks.�The results 

 (that regulatory misalignment explains the absence 

of Green Sukuk in the U.S.) and support Hypothesis H  (that targeted 

legal and policy adaptation could render them feasible and competitive).



and economic implications.

6. Case Study: A Hypothetical Green 
Sukuk Model for U.S. Renewable-Energy 
Financing

6.1 Case Overview
To illustrate the practical feasibility of integrating Green Sukuk within the 

200-megawatt 

300

demonstrates how a Green Sukuk could be structured within U.S. 

regulatory parameters while maintaining Sharia compliance and 

environmental integrity.

6.2 Project and Structure Design

6.2.1 Legal and Financial Framework

ownership in these assets.



which replace conventional bond coupon payments but remain 

compliant with Sharia as they are based on asset usage rather than 

interest.

Upon maturity (10

6.2.2

Sukuk Standard (2024 2023).�Key 

criteria include:

• Use of proceeds exclusively for renewable-energy generation.

• Independent environmental impact assessment.

      CO  avoided per MWh).

verifying compliance with AAOIFI Sukuk standards.

Sharia integrity—would grant the instrument both ESG and faith-based 

legitimacy.

6.3 Financial Mechanics and Returns

300 million divided into 3 million units of 

100 each. The structure would target both institutional investors 

(60%) and high-net-worth individuals (40

the U.S. Muslim investor base.



4.2% and 4.6

benchmarked against prevailing yields of comparable U.S. green bonds 

(approximately 4.3% in 2024 2024). Investors’ periodic returns 

the London Stock Exchange’s International Securities Market (ISM) 

global investors.

cost of capital would be nearly identical to a conventional green bond 

while appealing to a broader ethical-investor base.

Legal Form Asset-backed certificate  Debt security  

Source of 

Return 
Lease income (Ijara rental)  Fixed coupon (interest)  

Underlying 

Assets 
Solar farm assets  Corporate balance sheet 

Sharia 

Compliance  
Required Not applicable 

ESG 

Verification  
CBI Certified  ICMA Certified  

Tax Treatment  Neutrality required  Standard bond deduction  

Risk Profile  
Asset-linked, lower default 

risk 
Corporate credit risk 

Target Investors  ESG + Islamic  ESG + Conventional  

 



6.4 Legal and Regulatory Compliance Pathway

6.4.1

Under the Securities Act of 1933

investors. The SPV’s offering memorandum would include both 

�This 

dual disclosure ensures full transparency for both conventional and 

faith-based investors.

6.4.2 Taxation

Rulings (PLRs) or seek legislative relief under a proposed Tax Neutrality 

for Ethical Finance Act. Such measures would treat Sukuk lease 

ensuring parity with conventional green instruments.

6.4.3 Governance

The governance f ramework would include:

14

15

16

      auditing.All entities would be independent to satisfy both U.S.

2022).

6.5 Environmental and Social Impact
450 GWh of clean electricity 

 tons of CO  emissions per 

 cars f rom the road (U.S. 

2024).�

150 30

maqasid al-Sharia and ESG goals.



6.6 Feasibility and Strategic Implications

6.6.1 Economic Viability

conventional bonds while providing ethical differentiation.�Issuers may 

0.5–%0.25

impact-investment vehicles.

6.6.2

liquidity channels without displacing existing green-bond programs. 

inclusion by catering to faith-based investors currently underserved by 

mainstream markets.

6.6.3 Strategic Relevance

14 Reinforce the U.S. position as a global leader in sustainable

15

        nations.

16 Serve as a model for future Sharia–ESG hybrid instruments

      such as Social Sukuk or Sustainability-Linked Sukuk.



6.7 Summary
This hypothetical case study demonstrates that Green Sukuk are 

technically and economically feasible in the U.S. context when supported 

guarantees environmental legitimacy.

and enhance the ethical foundations of capital markets.

policy recommendations and future research directions.

7. Conclusion and Policy Implications

7.1 Summary of Findings
This research has examined in depth the regulatory challenges and 

opportunities of integrating Green Sukuk into the U.S. renewable-energy 

adaptation remains essential.



• Regulatory Misalignment:�

      substance-based nature of Sukuk. Current laws recognize only

�Absence of tax neutrality provisions exposes

      Sukuk structures to double taxation. Legislative or

      resolve this obstacle.

�There is no national

      recognized bodies could strengthen credibility.

• Market Potential and Policy Convergence:�The strong growth

      of ESG investing and federal climate initiatives provides fertile

      ground for Green Sukuk adoption. Investor appetite is

�

7.2 Theoretical Contributions

reconciles Sharia’s ethical-substantive orientation with the U.S. 

�The f ramework 

demonstrates that Sukuk can maintain their religious and ethical 

integrity while achieving regulatory conformity.



positioning Green Sukuk as a superior form of ethical investment that 

principles. This integration enriches the broader discourse on moral 

7.3 Policy Recommendations
7.3.1 Legislative and Regulatory Reforms

17 SEC Interpretive Guidance:�The Securities and Exchange 

      Commission should issue guidance recognizing Sukuk as

18 Tax Neutrality Act:�The U.S. Treasury and Congress could enact

      limited tax-neutrality rules to exempt Sukuk asset transfers

      f rom double taxation and allow lease-income deductibility

      similar to bond interest.

19 �The

20 Regulation S and Cross-Listing Mechanisms:�Expanding

      instruments would allow cross-border Sukuk offerings to

      and ASEAN regions.

21 Public–Private Green Sukuk Platform:�



7.3.2 Institutional and Market Development

17 �The Treasury and SEC should

      structuring and Sharia governance.

18 Investor Education and Outreach:�

      and development institutions should be educated about

      Sukuk’s dual ethical advantages and risk-sharing mechanisms

19 Integration with Climate Finance Frameworks:�The

20 �

     harmonization and technical assistance through memoranda

     of understanding (MoUs).

21 �Establishing a public registry of Green

     ensure accountability and enhance academic and market

     research.

7.4 Broader Economic and Ethical 
Implications

• For issuers: It enhances reputational capital and provides 

investor base and potentially lowering funding costs.



imperative of stewardship (khalifah) in a modern context.

7.5 Directions for Future Research

open:

�Future studies could 

yield differentials between Sukuk and green bonds.

• Legal Harmonization Studies:�Comparative legal research 

should examine how U.S. trust and tax law can be adapted to 

accommodate Sharia requirements without undermining secular 

legal principles.

• Impact Measurement Frameworks:�Scholars should develop 

standardized methodologies for measuring both Sharia 

metrics.

�Examining how ethical and 

�With blockchain and tokenization 

These directions will enrich academic discourse and guide policymakers 



7.6 Concluding Remarks

This study concludes that Green Sukuk represent a transformative 

�The integration of 

Sharia-compliant and ESG standards within American markets would 

human responsibility in shaping an equitable and sustainable global 

economy.
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approach.

4.5 Synthesis and Research Gap
The existing literature demonstrates extensive exploration of FinTech 

innovation and consumer adoption separately but seldom integrates 

generational behavior as the mediating variable connecting innovation 

to transformation. 
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Appendices

Appendix A – Table 1

Feature Conventional Green Bond  Green Sukuk 

Underlying 

Structure  
Debt instrument (loan -based) 

Asset-backed or asset-based 

certificate  

Return Mechanism  Fixed interest (coupon)  
Profit, rent, or return from asset 

performance  

Compliance Basis  ESG/Green Bond Principles (ICMA)  
Sharia + ESG standards 

(AAOIFI, CBI)  

Asset Ownership  None (lender–borrower relationship) 
Shared ownership through 

Special Purpose Vehicle (SPV) 

Use of Proceeds Green or sustainable projects  
Green or sustainable projects 

(Sharia-compliant)  

Risk Profile  
Credit-based, higher exposure to default 

risk 
Risk-sharing, asset-linked 

Investor Base ESG investors  ESG + Islamic investors  

Tax Treatment  Standard 
Requires neutrality provision in 

non-Islamic jurisdictions  

Note. Adapted from Climate Bonds Initiative (2024) and AAOIFI Standards (2023).  



imperative of stewardship (khalifah) in a modern context.

7.5 Directions for Future Research

open:

�Future studies could 

yield differentials between Sukuk and green bonds.

• Legal Harmonization Studies:�Comparative legal research 

should examine how U.S. trust and tax law can be adapted to 

accommodate Sharia requirements without undermining secular 

legal principles.

• Impact Measurement Frameworks:�Scholars should develop 

standardized methodologies for measuring both Sharia 

metrics.

�Examining how ethical and 

�With blockchain and tokenization 

These directions will enrich academic discourse and guide policymakers 

Appendix B – Table 2
Global Green Sukuk Issuance (2025–2018)

Year 
Total Issuance (USD 

Billion)  

% Change 

YoY 
Major Issuers  Notable Projects 

2018 2.0 — Malaysia, Indonesia  
Solar and water 

infrastructure  

2019 4.5 +125% Malaysia, UAE Green transport  

2020 6.8 +51% 
Indonesia, Saudi 

Arabia 
Energy efficiency  

2021 9.2 +35% Indonesia, Malaysia  
Climate -resilient 

infrastructure  

2022 13.0 +41% Malaysia, UAE Renewable energy 

2023 19.5 +50% Malaysia, Indonesia  
Sustainable 

housing  

2024 28.0 +44% Indonesia, UAE  Solar and wind 

2025 

(est.) 
35.0 +25% 

Malaysia, Saudi 

Arabia 

Smart grid and 

storage  

Note. Data compiled from Climate Bonds Initiative (2024) and IsDB Annual Reports (2023 –

2024). 

Appendix C – Figure 1
Conceptual Structure of the Integrated Ethical-Sustainability Model 

(IESM)



layout)

 The IESM model integrates three interconnected layers:

governance screening.

• Regulatory Interface – reconciles Sharia contracts with 

Note. Adapted f rom AAOIFI (2023 2023 2024).



Appendix D – Table 3

Regulatory 

Domain  

Relevant U.S. 

Statute 
Sharia Requirement  Conflict Description  

Potential 

Adaptation  

Securities Law 
Securities Act of 

1933 

Asset-based 

ownership 

Bonds classified as debt, 

Sukuk as ownership  

Issue 

interpretive 

guidance 

recognizing 

asset-backed 

securities  

Taxation 
Internal Revenue 

Code 

Avoidance of double 

taxation  

SPV transfers trigger 

capital gains and lease 

taxes  

Enact tax 

neutrality 

legislation 

Corporate 

Governance  

Sarbanes–Oxley 

Act 2002 

Independent Sharia 

oversight  

SSB not recognized under 

board structure  

Outsource 

SSB 

certification  

Disclosure 
SEC Regulation S -

K 
Ethical transparency  

No format for Sharia -ESG 

reports 

Introduce 

hybrid 

disclosure 

templates  

Rating and 

Certification  
SEC Rule 17g 

Dual compliance 

verification 

No integrated Sharia –ESG 

rating 

Create 

national 

ethical 

finance rating 

agency 



Appendix E – Table 4

(Modeled Example)

Category Green Sukuk (Ijara Model)  
Conventional Green 

Bond 

Issuance Size  USD 300 million  USD 300 million  

Instrument 

Type 
Asset-backed certificate  Debt obligation  

Tenor 10 years 10 years 

Return Rate  4.4% (lease-based) 4.3% (coupon-based) 

Investor Base  ESG + Islamic investors  ESG investors only 

Certification  Sharia + CBI CBI only 

Listing Venue  
NASDAQ Sustainable / LSE 

ISM 
NYSE / LSE 

Tax Treatment  Neutrality required  Standard bond rules  

Underlying 

Assets 
Solar farm and equipment  Corporate balance sheet 

Risk Profile  Shared ownership, asset-linked Credit-based 

Social Impact  Clean energy, job creation  Environmental only  

Note. Modeled on projected financial parameters derived from OECD (2024) and CBI (2024) 

data. 



Appendix F – Summary of Abbreviations

Abbreviati

on 
Meaning  

AAOIFI 
Accounting and Auditing Organization for Islamic Financial 

Institutions  

BNM Bank Negara Malaysia  

CBI Climate Bonds Initiative  

ESG Environmental, Social, and Governance  

IESM Integrated Ethical -Sustainability Model  

IFSB Islamic Financial Services Board 

IsDB Islamic Development Bank  

SSB Sharia Supervisory Board 

SPV Special Purpose Vehicle  

SEC Securities and Exchange Commission  

OECD Organisation for Economic Co -operation and Development  

U.S. DOE United States Department of Energy  

U.S. EPA United States Environmental Protection Agency  

 



Appendix E – Table 4

(Modeled Example)

Category Green Sukuk (Ijara Model)  
Conventional Green 

Bond 

Issuance Size  USD 300 million  USD 300 million  

Instrument 

Type 
Asset-backed certificate  Debt obligation  

Tenor 10 years 10 years 

Return Rate  4.4% (lease-based) 4.3% (coupon-based) 

Investor Base  ESG + Islamic investors  ESG investors only 

Certification  Sharia + CBI CBI only 

Listing Venue  
NASDAQ Sustainable / LSE 

ISM 
NYSE / LSE 

Tax Treatment  Neutrality required  Standard bond rules  

Underlying 

Assets 
Solar farm and equipment  Corporate balance sheet 

Risk Profile  Shared ownership, asset-linked Credit-based 

Social Impact  Clean energy, job creation  Environmental only  

Note. Modeled on projected financial parameters derived from OECD (2024) and CBI (2024) 

data. 
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