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The Commission de Surveillance du Secteur Financier (CSSF) is a public institution which supervises the professionals and products of the Luxembourg financial sector. The CSSF has many years of experience in the authorisation and supervision of “Shariah-compliant investment funds” and, in this context, it has signed Memoranda of Understandings (MoUs) with several countries to provide mutual assistance and exchange of information in the sector. 
[bookmark: _Hlk232540803]In Luxembourg, Shariah-compliant investment funds may be set up either as investment vehicles authorised as products by the CSSF (“authorised” funds or products) or as vehicles non-authorised by the CSSF. The general legal framework applicable to authorised investment funds notably includes:
- the Law of 17 December 2010 relating to undertakings for collective investment (UCIs);
- the Law of 13 February 2007 relating to specialised investment funds (SIFs); 
- the Law of 15 June 2004 relating to the investment company in risk capital (SICAR). 
These are collectively referred to as the “Authorised Product Laws”. 
Among the regimes relating to UCIs, undertakings for collective investment in transferable securities (UCITS) are authorised funds originally designed as retail investment products. UCIs governed by Part II of the Law of 17 December 2010 (Part II UCIs) are alternative authorised funds that do not meet all the UCITS criteria, they are substantially regulated and therefore also accessible to non-sophisticated retail investors in Luxembourg.
Regarding the SIF and the SICAR regimes, these funds are designed for “well-informed investors” as defined in the respective Authorised Product Laws. 
[bookmark: _Hlk232600002]As with any authorised investment fund, a Shariah-compliant investment fund in the form of a Luxembourg-authorised product is subject to, and must comply with, the standard European and Luxembourg legal frameworks (notably Directive 2009/65/EC (the “UCITSD”) or the AIFMD and/or other legal frameworks). This includes compliance with the requirements prescribed by Luxembourg laws and regulations on the fight against money laundering and terrorist financing, including in particular the Law of 12 November 2004 on the fight against money laundering and terrorist financing, as well as related laws and regulations alongside various regulations, circulars and guidelines issued by the CSSF with respect to AML/CFT matters.[footnoteRef:1]  [1:  As mentioned in international literature (https://www.imf.org/external/pubs/ft/wp/2016/wp1642.pdf), Shariah funds may be abused by terrorist financiers or by rogue governments for the benefit of terrorist organisations.] 

In accordance with the Luxembourg legal framework in force, the Authorised Product Laws set neither conditions with regard to the compatibility of assets with Shariah principles nor any other specific legal requirements for Shariah-compliant investment funds. 
The provisions of the aforementioned Authorised Product Laws are relevant and, along with the standard European and Luxembourg legal frameworks, apply to the authorisation and the supervision of Shariah-compliant investment funds without distinguishing between Shariah- compliant investment funds or other types of authorised investment funds set up under Luxembourg law. This notably applies to the investment policy and management aspects. 
It is common practice for authorised Shariah-compliant investment funds to set up a “Shariah Board” or similar committee or body, members of which assess the compliance of the investments with Shariah precepts. Where such a Shariah Board is planned, its role, competences and other concrete detailed information on it must be described in the prospectus.[footnoteRef:2]  [2:  In this document, the term “prospectus” means the prospectus for UCITS, Part II UCIs and SICARs, and the offering document for SIFs.] 

In addition to complying with the general applicable European and Luxembourg legal frameworks (such as due diligence requirements, delegation rules and conflicts of interest rules), the members of the Shariah Board must be of sufficiently good repute and be sufficiently experienced in relation to the investment policy of the authorised investment fund concerned. To this end, the identity of the members and of any person succeeding them must be communicated to the CSSF forthwith. 
As a secular institution and without a specific competence in assessing the Shariah precepts, the CSSF does not decide whether the investment policy of a Shariah investment fund is in line with the Shariah rules.
With regard to the prospectus, in accordance with the Authorised Product Laws, a fund’s prospectus must include all information necessary for investors to be able to make an informed judgment on the proposed investment. However, the Law of 17 December 2010 does not provide for specific requirements regarding the presentation of the prospectus or of the financial reports of authorised Islamic funds. The standard European and Luxembourg legal frameworks, as well as the charts in Annex I to the Law of 17 December 2010, apply. Similarly, there are no specific requirements regarding the prospectus of authorised Islamic funds under the form of a SIF or a SICAR in addition to the standard rules. 
Nevertheless, the CSSF expects Shariah-compliant investment funds set up as authorised Luxembourg investment funds, and their managers, to proactively ensure that the prospectus includes, among others: 
· information enabling investors to evaluate and understand how the fund’s investments are managed from a Shariah point of view (including in respect of, e.g. purification mechanisms) in addition to from a financial point of view;
· information regarding the Shariah Board, its members and their powers, responsibilities, and remuneration;
· [bookmark: _Hlk233384879]information on Shariah compliance monitoring (i.e. those mechanisms that should be in place to ensure the continuous compliance of the fund with the Shariah principles and rules) and frequency of the monitoring reviews;
· [bookmark: _Hlk234398991]information on Shariah risk factors specific to the fund’s strategy, portfolio and other key features of the fund. 
Where necessary, the authorised investment fund concerned may include additional elements in parallel, in a specific report to investors regarding compliance with the Shariah principles and rules, as long as the information required by the applicable standard disclosure requirements is duly complied with, and as long as the specific additional information is presented to the investors in a clear and understandable manner.
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