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TASK FORCE ON ISLAMIC FINANCE [RecuLATORS [éRUM

IslamicFinanceTaskForceaimsto increasecrossborder and cooperationactivitiesin Islamicfinanceamong
the COMCECMRForumMember Authoritieswhichin turn serveto increasethe economicand commercial
capacityof the memberstatesand strengthencooperationpossibilitiesboth at globalandregionallevels

A The mandate of the IslamicFinanceTaskForceis essentiallyto publisha report on
andate ¢Enhancingnfrastructure for IslamicCapitalMarkets

Giventhe broad areasunder the ICM infrastructure, the following subtopics will be

coveredin the report:

A Lega) Regulatory& TaxFramework
A { KI NehverKance

A TalentDevelopmentand

A Products& Services

Objective of Toexaminekey elementson infrastructuraldevelopmentdor ICM

the report 2. Toencouragemplementationof international regulatory standardsand develop
regulatorycapabilities

3. ToenableMemberAuthoritiesto reviewtheir advancementind benchmarktheir
progressn developinglCM and

4. To address/enhancecrossborder activities among the Member Authorities in
IslamicFinance
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SURVEY QUESTIONNAIRE RecuLatORS JorRUM

A Thesurveyfindingsare dividedinto 5 parts The

first part of the survey deals with the general T —

background of the countrles, while the State Committee for Securities Azerbaijan
subsequentparts of it dealswith legal,regulatory .
2.

and tax framework for ICM,{ K I Nyhverance, Autoriti Monetari Brunei Brunei

product and services, and the talent Darussalam
development National Council of Credit Cameroon
A The analysisand issuesdiscussedwere largely Securities and Exchange Iran

Capital Markets Authority Kuwait
n Securities Commission Malaysia

distilled from the survey and the research of
secondarysources

Organization

A 11Member Authorities responded to the survey

Capital Market Development Maldives
A GKS NBALRYRSY(G& NBLNB AlthoyS Y 6 S NE O
Authorities that have experienced some level : : :
: Capital Market Authorit Palest
Of development inCM n apita arket Autnority alestine
Securities and Exchange Pakistan
A Issues Commission
A Lack of established databases ) Capital Markets Board Turkey
e . . (il Securities & C diti UAE
A Difficult to draw sufficient conclusion and . ecu”_'es OMMOCIHEs
certainty on the current state of ICM Authority

infrastructure and make appropriate
recommendation
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Survey Finding: General Background | Recurators férum

1| Types ofFinancial System
3| SeparateUnit/Division to Develop ICM within

10 1 the Regulatory& Supervisory Authority
8 - . ;
6 -
4 -
2 -
ol e e |

Only Only Islamic Both Islamic an

conventional financial system conventional
financial system systems

A majority of the respondentshave both Islamicand
conventionaffinancialsystems

A majority of the respondents(64%) indicate that they
have a specialunit or division establishedwithin their
2| DevelopmentalPlan forICM regulatory& supervisoryauthority to developlCM

Existence of a specializedunit or function within the
regulatoryauthority of capitalmarketsprovesthe dedication
andthe levelof consideratiorgivento developthe ICM

A majority of the respondents(73%) indicate that they
havea planto developlCM

A 7 respondentshave on-goingdevelopmentalprocess
of ICMin accordancewith their plan.

A1 NBa LRy RMydewlapment plan is not
progressedn accordanceo the plan 6




CAPITAL MARKET

Survey Finding: General Background RecuLaTORS JorRUM

4] Major obstaclesin developingiCM 5 LYy Rdza U NaBuQderstan8imgsh1CMrelated
iIssues
8 - 100% -
] A EE R
6 80% +— m Excellent
70% +— —
51 60% - — Good
4 A 50% -
3 A 40% - m Average
5 | 30% -
1 20% 1 m Weak
10% -

0 T T T T T T T O% L T T

Opt-1 Opt-2 Opt-3 Opt-4 Opt-5 Opt-6 Opt-7 > 5 % <«

Legal &  Shariah Tax Secondary Shortage of  Lack of Others & o\{. X & R

Regulatory neutrality & Market skills and awareness (please v Q§ 00° O\\) N
other expertise specify): @@ ?55’ ‘;é
incentives \\K g x5
& &
o N

A 3 majorobstacles & <

I.  shortageof skillsandexpertise

ii. lackof awarenessand

A A majority of the respondents have a weak level of

lii. legalandregulatorydifficulties understandingssuegelatingto Tax& Accounting

A Someof the critical challengesdentifiedin the survey A Onmatter relatingto legal majority of the respondentshave

o al t | ederetalgullicliteracy on ICM products anaveragdevelof understanding
andservices

o [/ I Y S N®gjofdbstacleis the lackof promotion
of the Islamicfinance

A Thesefive areasaboveare co-related and similarlyimportant
in the ICM It is therefore vital to ensurethat the industryhas
agreaterlevelof clarityandunderstandingn these5 areasto

o Iran had once faced difficulty in the dual appreciateits intricacies
supervision on some Islamic products such as
Musharakasecurities
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Survey Finding: Legal, Regulatory & Tax Recurators Jorum

2| HowlCM was initially developed in your

1| What type of legal system/framework does
country?

your country have?

Others h 11%
40% -~ 520

35% - T
30% - Demand and supp!y of ICM produc_ 24%
& services
25% - |
20% - 18% 18% By introducing a parliamentary
15% Iegislation/reguIation/guidelines/de_ 22%
0 T —
Lo 9% 9% 9% cree to create ICM |
b -
50 By amending the national strategi 24%
0% plan on capital market
O% i T T T T T T

Civil lamCommonShariah Civil & Civil & Common All
law common Shariah &
Shariah

0% 10% 20% 30% 40% 50%

A Amajority of the respondentsndicatethat ICMwasintroduced
A A majority of the respondents(52% indicate dueto:
that the legalsystem/frameworkin their country
is basedon Civillaw

A Demandandsupplyof ICMproductsandservices

A Amendmentof the nationalstrategicplanon ICM
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Survey Finding: Legal, Regulatory & Tax Recurators Jorum

Do your legal framework governing ICM products
and services differ from the conventional capital
market?

56% of the respondents indicate that their legal
framework governing ICM products and servicesdiffer
from the conventionalkcapitalmarket

A due to specificregulationsfor ICM products and
serviceswhich require additional compliancese.g
criteria for { K I M@mplknt investments and
appointmentof { K | M#lvisdf

4

Law Parliamentary Legislations/ Regulations
passed or amended to facilitate the
developmentof ICM

Various parliamentary legislations and regulations have
beenpassedr amendedin mostcountries

A Thissignifythe initiativestakento accommodatethe
intricacies of the ICM as well as to ensure its
soundnessndstability

5| Is there any tax benefiteccordedfor the ICM
in your country?

m Tax benefits for ICM have
been implemented (to some
ICM products & service

W Tax benefits for ICM is under
consideration

No tax benefits for ICM

A A majority of the respondents(55%) do not have tax
benefitsaccordedto the developmentof ICM

A No plan within the next five yearsto revise tax
provisionsto developlCM

A 36% of the respondentsindicate that tax benefits for
somelCMproductshavebeenimplemented
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framework for ICMP

There are diverse perceptions and acceptability on the
international{ K | SfAndatds
A there is a need to achievereconciliationof different
rulingsandpractices
A Further research is necessaryto explore greater
acceptanceof the international{ K I NfAndatds

3| Monitoring of { K I NGBrhpkance or Endorsing
ICM Products

A majority of the respondents(64%) indicate that a
{ K I Nghvkerfanceframework for ICM is presentin
their ey A single indi_vidual _acting as internal _
A Out of these, 71% of the respondents have Shariahadvisor/officer ]
incorporated{ K I NgAverkanceas part of their A single individual acting as external
regu|at0ryframework Shariahadvisor/officer _
A Howeverrespondentsplacedlessemphasison: shariahadvisory firm | NN
o0 a mechanism for registering/licensing 1
individual{ K I Mdviseks Shariah Advisory Committee/Counci m
o the provisions in .the legislation/legal 0 1 2 3 4 5 6 7 8
framework to deal with to { K I N@ldted
dispute The { KI NAdvigory Committee/Council is the most

commonapproachof { K | Nabverfancevhereas{ K[| N }
advisoryfirm isthe leastpreferredamongthe respondents

10
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4

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

Significant Aspect oShari'ahGovernance

Internal Shariah Shariah review by International Continuous  Standardization of
review external Shariah board professional  Shariah practices
independent member development to facilitate
parties representation programmes for harmonisation
Shariah scholars
B Not Very B Fairly Very B Critical
Important Important Important

Ratingfor componentsof{ K I Ndvérfancdramework

1)

2)

3)

critical :
o aninternal{ K I MNaviéwkand

o standardization of { K| NgrdctiCes to facilitate
harmonization

Important
o0 havinganinternational{ K I Ndatdiember
Leastimportant:

o { KI Maviewyexternalindependentparties

5| Dispute ResolutiorMechanism

Shariah Advisory 4
Committee/Council
Arbitration 4
Shariah Court| 1
Civil Court 7
0 2 4 6 8

A majority of the respondentsindicate that conflictsin
Islamicfinancial products and servicesare resolvedin
civilcourts

A However,with the increaseof Islamicfinancial
institutions and new products, there is a need
for Islamic legal framework for dispute
resolution

11
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6| Fitand Proper Criteria Policies for the 7| Mechanisms to Eliminate Conflict of Interest
Appointmentof{ K | MBAvisdfs for{ K| NeRhbl&t
Others
Declaration in writing
5Aa0f2adNE T2 K 02 NR.

information

Restriction on multiple
appointment

A majority of respondentg64%) do not have specificfit

and proper criteria enacted on the appointment of It is noted that the varyingpracticesin the mechanism
{ K| Mdvisekfor the{ K | NBhatdiCommittees to dealwith conflictof interest

A two out of elevenrespondentshavea declaration

in writing to discloseconflictof interestof { K I NA + K
scholars

A three respondentsdisclosethe conflict of interest
for the information of the respective { KI NA t K
advisorybodiesonly

12
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Survey Finding: Talent Development | Recurators Jorum

1| Doesyour country experience shortage supply| 2| What is the estimated number of Islamic finance
of talents in Islamidinance? professionals is needed by your country in 5 years
\o talent to cope with the development/expansion of Islamic

shortage finance industry?
18%
Experience

talent 46%

shortage
82%

= Total needed

27%
. . 18%
A majority of the respondents experienced
shortageof talentsin the Islamicfinance l 9%
If there are shortages, whichrea is affectedhe most? 1 to 50 51t0100 101 to 250 > 250
Legal 63% A majority of the respondentsequire 51to 100personnelo
developits Islamicfinanceindustryin the next5 years
Capital Market 88% .

A indicates moderate growth and demand from the
talent market to fulfil the needsof Islamicfinance
industry.

Banking 50% A Countriesthat require more than 250 (27%) signify

their more advanceposition in the Islamicfinance

0% 20% 40% 60% 80% 100% industry which would require more demand for
talent.

Capitalmarket is the most affected area, followed by legal
andtakaful Bankingsthe leastaffected
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