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INTRODUCTION	
On the 20 June 2019, the then Chancellor of the Exchequer announced the UK government’s intention to issue new sovereign Sukuk following redemption of its first issue in July 2019. The Economic Secretary to the Treasury further announced, on 2 July 2019, that the second issue will be denominated in pounds sterling and will use the Al-Ijara structure (as in 2014). HM Treasury (the “Authority”) is now working on the practicalities of the new issue (the “Project”). 
The Project comprises two distinct phases: a preparatory phase, to include transaction structuring, documentation, regulatory compliance and obtaining of Sharia‘a approvals (“Phase One”), and an execution phase, to include marketing book building, pricing and settlement (“Phase Two”).

In November 2019, following an open and competitive selection process, the Authority appointed: (i) HSBC as its structuring banking advisor to work with it on Phase One (and also subsequently on Phase Two); and (ii) Clifford Chance LLP as it legal advisor.
In taking this work forward into Phase Two, the Authority is now looking to appoint banks to advise on, market and execute the Sukuk syndication, as joint lead managers alongside HSBC. In addition to executing the transaction, a particularly important aspect of the role will be to showcase London as a global centre for Islamic Finance.
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The appointment of banks in Phase Two will similarly follow an open and competitive tender process, comprising two stages: 
Stage 1: The Authority is looking to appoint a panel of banks (the “Panel”), that will have in-depth expertise in advising on, marketing and executing Sukuk transactions, and strong relationships with potential investors.  Candidate banks that meet the minimum criteria are now invited to submit their response to the Questionnaire. On the basis of written responses to the Questionnaire (which will be weighted 80%), the Authority may seek any clarifications as required. The Authority will select a shortlist of banks based on its scores for the written responses, and invite them to a telephone pitch call (which will be weighted 20%). It will then appoint the Panel of banks. Please note that appointment to the Panel does not guarantee any appointment in Stage 2 of the process.
Stage 2: The Authority will appoint banks from the Panel to act as joint lead managers alongside (and in addition to) HSBC in Phase Two.  In deciding which banks to appoint as joint lead managers, the Authority will consider the quality of individual responses in Stage 1, as well as the strategic fit and complementarity of the joint lead manager group as a team (for example, combining banks with varying geographical specialisms in such a way as to maximise potential investor reach and value-adding marketing), using the information provided in responses in Stage 1. The Authority anticipates that the joint lead managers will include banks with deep and well-developed links to potential investors in one or both of the Middle East and South-east Asia; and at least one fully Sharia’a compliant bank. Banks appointed in Stage 2 will be referred to as “Syndicate Banks”.
EXPERIENCE 
In Stage 1, the Authority is looking to appoint banks to the Panel which have:
Experience of acting as sole or joint lead or co-lead manager in sovereign Sukuk syndications
Experience of marketing sovereign Sukuk transactions
Experience of actively bringing additional investors into sovereign Sukuk syndications
Access to a highly respected Sharia’a supervisory board from which necessary opinions can be sought by the banks

SERVICE
The Authority will be looking for a team of banks to act as joint lead managers to provide the following services in respect of Phase Two:
Working with the Authority to promote the objectives of this project, particularly to showcase London as a global centre for Islamic Finance
Advising on the key market aspects required to ensure a successful launch for the issue 
Securing any additional Sharia’a approvals as necessary
Advising on sales strategy
Marketing the transaction, reaching out to all potential investors in a co-ordinated way
Generating a broad distribution of genuine and high quality orders
Underwriting the transaction
Smooth execution of the transaction including book running, and providing pricing and allocations advice consistent with the Authority’s objectives
Supporting the issue to a limited extent in the aftermarket, to facilitate effective secondary market trading; to include being available to act as a pricing source
During Phase One, the Authority’s legal counsel Clifford Chance LLP is drafting the relevant capital markets and other issuer (i.e. Authority and/or Special Purpose Vehicle (SPV)) documentation required for this transaction.  HSBC has appointed legal counsel for itself and on behalf of the Syndicate Banks to review these documents, including the Subscription Agreement which sets out the arrangements between the Authority and the Joint Lead Managers in relation to the issuance of the Sukuk. 
TIMETABLE
Phase One of the Project is currently ongoing.  The Authority’s current intention is to appoint the Panel and then the Syndicate Banks in February 2020, although there may be a period of time between appointment and issuance, depending on the progress of Phase One and the Authority’s assessment of market conditions.  
Assuming no major problems are encountered, the Authority expects the project to proceed to Phase Two and for issuance to occur in early 2020. 
This timetable represents the Authority’s target timeline for Sukuk issuance and is provided solely for indicative (and strictly non-binding) planning purposes.  The banks appointed as Syndicate Banks should be prepared to respond flexibly to the timetable without impacting on the quality of service provided.
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HM Treasury is looking for banks with suitably qualified and experienced staff who would be available either to attend face to face meetings with HM Treasury and the UK Debt Management Office, or participate in phone and/or video conference calls, as required. 
FEES
The Authority will communicate the fee to successful Syndicate Banks as part of the award decision. Successful Syndicate Banks will then have the option either to accept the award on the basis of that fee, or to decline the award. 
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