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Rationale for issuing GS 14 “Islamic Crowdfunding Governance”

e Islamic crowdfunding | S
(ICF) is rapidly ‘
evolving within \
financial technology,
highlighting the need
for a robust \

governance ‘

framework. Key
drivers include:
!
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 AAOIFI GS 14 “Islamic
Crowdfunding
Governance” is
structured into the
following key sections
covering governance

across the lifecycle of
ICF:
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Key components of the standard

Core principles for governance of Islamic
crowdfunding

Islamic crowdfunding governance and control

Part B structure

I
N

General and pre-issuance considerations

Part D

R
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Considerations during the lifecycle of the ICF issuance

Considerations on changes in an ICF issuance before
intended maturity

Considerations at maturity and liquidation of the ICF
issuance

Part G

Transparency and disclosure
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Objectives of the standard

@
Primary objective Supplementary objectives
To set out a comprehensive framework for the To enhance public confidence in the Islamic
governance of ICF. crowdfunding sector and resultantly, the

sustainability and growth of the sector.

To assist economic development through the
promotion of entrepreneurship, greater
availability of Shari’ah-compliant investments at
retail level and the development of the social
finance sector.
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Scope of the standard




Types of Islamic crowdfunding
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Core governance principles

e Ensuring Shari’ah compliance through effective Shari’ah compliance structures

e Enhancing stakeholders’ confidence

e Ensuring fairness and equity

e Assigning responsibilities appropriately

e Ensuring transparent and viable business models

e Ensuring accountability
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e Fulfilling social responsibility

e Ensuring ethical behaviour and enhancing ethical business culture

e Ensuring competence and suitability

e Ensuring effective supervision and oversight;

e Ensuring adequate risk management mechanism
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e Ensuring adequate level of disclosure and transparency

e Independent opinion on compliance with Shari’ah principles and rules through external Shari’ah audits

e Maintaining appropriate model for dispute resolution and arbitration

e Maintaining control

e Ensuring effective enforcement.
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Key elements of Islamic crowdfunding governance and control
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The standard provides

governance

requirements across
all stages of the ICF
issuance lifecycle,
covering the following

key aspects:
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¢ Due diligence
e Trustee
independence

e [ssuer’s criteria,
due diligence
and capacity
building

¢ Fund providers’
criteria

¢ Shari’ah
supervisory
board (SSB)
appointment
and
composition

¢ Shari'ah
approval and
Fatwa

e Audit and
governance
committee
(AGC)

* Prospectus

e Platform

-

/

* Responsibilities
of the issuer,
operator and
SSB

e Change(s) in the
SSB

e Change in Fatwa

¢ External
\_ Shari’ah audit Y,

Governance across the lifecycle

\
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¢ Termination
of ICF
issuance

e Restructuring
or
rescheduling
of the ICF
issuance

Changes
before
intended

Maturity and —
liquidation

* Responsibilities
of the issuer,
trustee and SSB

J

e Prospectus

¢ Rating of the
ICF issuance
and the issuer

¢ Financial
reporting

¢ Performance
and compliance
reporting

e Communication
of changes

e Significant
considerations
for disclosures

e User education
and awareness

~

Transparency
and disclosure

S

10



AAOIFI’s projects in progress / plan for Islamic FinTech
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Contact us

AAOIFI
Office No 1001,Building 1074, Road 3622, Block

436, Seef, Bahrain

00973-17244496

governance@aaoifi.com
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