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Abstract

As a result of the crises happing worldwide, technology has become critical to overcoming
the challenges imposed by ongoing international conditions. It is critical to find innovative
ways to increase economic growth, especially in developing countries. Startup investments
increase job opportunities and reduce unemployment rates and are therefore considered
catalysts for economic growth. In this regard, technology innovated creative means of
financing such as crowdfunding platforms or digital financing. It enables micro, small
and medium enterprises to borrow digitally through blockchain, instead of resorting to
traditional institutions. Crowdfunding is, therefore, a creative and innovative mechanism to

finance entrepreneurs.

In this paper, the legal concept of Crowdfunding using blockchain technology is examined,
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along with issuing security tokens that takes place through blockchain networks as part of the
UAE government’s quest to apply blockchain technology and the efforts of the Dubai Future
Foundation to apply the latest technologies and innovative practices globally. Dubai Future
Foundation announced the establishment of the Global Council for Digital Transactions to
explore and investigate current and future applications, and to regulate digital transactions
through “Blockchain” technology. Through blockchain, it is possible to record and document
all digital transactions and commercial trades and regulate its activities in accordance with
the Cabinet Resolution No. 36 of 2022. Moreover, the trading of crypto assets within the
country is regulated by the decision of the Chairman of the Securities and Commodities
Authority No. 23 of 2020 as well as, the Emirate of Dubai Law No. 4 of 2022 concerning the

regulation of virtual assets.

key words: Crowdfunding, Blockchain, Crypto assets, Security tokens.
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WCrowdfunding is a substantial financial innovation in which it provides more opportunities for project fundraising,

entrepreneurial and especially innovative start-ups with no need to standard financial intermediaries as the traditional
institutions requires. Hervé F, Manthé E, Sannajust A, Schwienbacher A (2019) Determinants of individual investment
decisions in investmentbased crowdfunding. ] Bus Financ Acc 46(5-6):762-783. https://doi.org/10.1111/jbfa.12372 Shneor
R, Vik AA (2020) Crowdfunding success: a systematic literature review 2010-2017. Balt ] Manag 15(2):149-182. https://
doi.org/10.1108/bjm-04-2019-0148
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@Saksonova, Svetlana, and Irina Kuzmina-Merlino. 2017. Fintech as financial innovation—The possibilities and problems
of implementation. European Research Studies Journal 20: 961-73.
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“Fintech can play an instrumental role in promoting social and financial inclusion in developing countries by reducing
inefficiencies in resource allocation as well as creating economic opportunities. Ding D, Chong G, Lee Kuo Chuen D,
Cheng TL (2018) From Ant Financial to Alibaba’s rural Taobao strategy—how Fintech is transforming social inclusion.
In: Lee D, Deng RH (eds) Handbook =of blockchain, digital finance, and inclusion, vol 1. Academic Press, Cambridge, pp
19-35 Salampasis D, Mention A-L (2018) FinTech: harnessing innovation for financial inclusion. In: Chuen DL, Deng RH
(eds) Handbook of blockchain, digital finance, and inclusion, vol 2. Academic Press, Cambridge, pp 451-461
Uowo (S ya¥ls LI plaill duldos dulys (oSl 8ydiead] sl 3ol eudaidl] (US55 638 .0 gzly ydiuedl Slesd] oo w3l
DOI: 10.21608/jelc.2019.174444 ¢1Y 4o vsLJl ARES/ I AENVEINI R SRR (al.zl Lolaidylg dogilall 691.1”
“Mobile money, P2P payments, electronic money, digital currency and the advanced technology of blockchain, a part of
Distributed Ledger technology are classified as fintech payments. Soutter, Leigh, Kenzie Ferguson, and Michael Neubert.
2019. Digital Payments: Impact Factors and Mass Adoption in Sub-Saharan Africa. Technology Innovation Management
Review 7: 41-55. Pang, Shoulin, Shiting Dou, and Huan Li. 2020. Synergy effect of science and technology policies on
innovation: Evidence from China. PLoS ONE 15: €0240515. Weech-Maldonado, Robert, Ferhat D. Zengul, and Grant T.
Savage. 2014. Technological innovations and hospital performance: A systematic review of the literature. Innovation and
Entrepreneurship in Health 1: 13-26.
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®P. Raghavendra Rau, Law, trust, and the development of crowdfunding, p01 https://ssrn.com/abstract =2989056
(9)Stefano Cascino, Maria Correia and Ane Tamayo, Does consumer protection enhance disclosure credibility in reward
Crowdfunding? Annual conference of CCAF; Reimagining Alternative Finance: Global Perspectives Local Insights, 28
& 29 June 2018, Cambridge https://www.jbs.cam.ac.uk/fileadmin/user_upload/research/centres/alternativefinance/

downloads/2018-af-conference/paper-cascino.pdf
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Volume of funds raised through crowdfunding worldwide in 2020, by region (in billion U.S. dollars)

“The African continent includes multiple regional and national markets. Regarding the size, from 2013 to 2016, the East
African region has an average annual market share of 38%. West Africa has 34%, followed by the South African region
with 17%. Strong growth was observed in North Africa growing 80% on average between 2013 and 2016, with most
activities in Egypt. Kenya and Uganda dominate the Eastern African region. Nigeria and Cote D’Ivoire dominate Western
African region. South Africa, Rwanda, and Egypt solely dominate the Southern, Central, and the Northern African regions
respectively. Nigeria, South Africa, and Kenya dominate Africa’s crowdfunding industry overall. The three countries
jointly account for 74-82% of annual African crowdfunding market volumes between 2013 and 2016. Emmanuel James
Chao, Priscilla Serwaah, Prince Baah-Peprah, Rotem Shneor.2022. Crowdfunding in Africa: Opportunities and Challenges.

Advances in Crowdfunding pp 319-339.
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®ISecurity token is defined as “ a digital representation of rights and obligations, creaied, stored and capable of being

transferred electronically - using distributed ledger technology (DLT) or similar technology; and confer rights and
obligations which are either the same as those conferred by Investments (e.g., a share, debenture or futures contract), or are
substantially similar in nature, purpose or effect as those conferred by Investments”. For more details see Regulations for
Security token consultation paper no 138 Dubai financial service authority DFSA published 29 March 2021. https://dfsaen.

thomsonreuters.com/sites/default/files/net _file store/CP138 Regulation of Security Tokens.pdf (access on 1-10-2022)
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(23)httpszz:www.statista.comzoutlookzdmtointechzalternative-ﬁnancingzcrowdfunding[worldwide (access on 29-9-2022)
ol &S dpolai¥l dsgilal) Slubal dlome sl e dyysgaz b eloadl dageil) isils sl 55 olyzd] due dasme Loy 5
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@9See UNIDROIT Digital Assets and Private Law Working Group, Study LXXXII - W.G.5 - Doc. 3: Master Copy of the
Principles, plus Commentary (with Questions) p 1: https://www.unidroit.org/wpcontent/uploads/2022/03/W.G.5.-Doc.-3-

Master-Copy-Principles-plus-Comments-with-Questions.pdf. Access 20-8-2022

1JDJL | 104




555 ol s Sgb plaiialy Sl Jsadh

o5 ol Eas ne §3Ladl Jysatld Go3E) pogill U] oyl UNS (o (i Sold) OIS Badksl ye
Il diss plasealy $HLa] Jysat)) Sllas) Aol dmedall J) oy o3 LS dgisll plasetuls

& ” nI .
-

W5 Il plaseal $HLacdl dysadd] deals :dsY) Jadll § Jslis cpkad dulyll oo Cuinds
a8y ellds « pis Il plaseiuly SHlicd) dysadd] Slibes) &gl druall dd Jslitiw 131 Jadl]

:Q&Il w

oS Il plascal $Hlasll Jgad! dealo :Jo¥l Juadfl o

5 Il pluseuly $HLed) dysetl) Olbesd 433l dmulall : W) Juadfl o
wis Il plaseuly $HLid! Jysad] dnalo oY Jadl

" “»3 « .

e 5l Buas ded slow] § 5y gyl 83k J] O3l 43 diusd] desleS) Slyshatl O]

s Sle (a9 @Bl mewsis OlizsleS) els plaseinl SN oo Giblgad) deng] SLisdl

crowd) $HLel Jysatll Olatg owd b ssab I o LU OV § Ol dzs ShiSay)
.(funding platforms

39l (o wpusll by (e adiy dsS gl Jysadl (s seeny Srleall dysadll OF J] L)

s 3ze Vopeitad) Hleos JleVl slgy dolsg SVl Duaddl 43,5Vl dogilall

pas 090 AU sl 0,8 J899 g8l ode i3 é)l.‘i“.‘dl boed elo Cus cddsxb) o ylodiad]
1Y Eamedd

(Sola) Jysadlly Lole 1oVl Skl o
el gl (!IJ&:L«:L) é)[&ﬂl Jo gl &|sj dwl o L.

RSARCINN (=|J.'>_u»b ez é)LZqu Jrga) d.:.ﬂ- (I Cod) o

@) Crowdfunding helps small businesses that are unable to borrow funds from banks due to limited resources to raise

funds, therefore crowdfunding helped in removing barriers to getting funds to start their own businesses and reduces
the banking problems. Bruckner, William. 2018. Regulating fintech. Vanderbilt Law Review 71: 1167-226. Cai, Cynthia
W. 2018. Disruption of financial intermediation by FinTech: A review on crowdfunding and blockchain. Accounting and
Finance 58: 965-92.
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(28)«¢

Crowdfunding as the process of raising capital for the purpose of financing commercial projects through online
platforms by making collective decisions among a group of participants. Crowd test is a business concept of crowdfunding,
in which entrepreneurs pitch their innovative idea to a crowd predominantly consisting of financiers” Borrero-Dominguez,
Cinta, Encarnacién Corddén-Lagares, and Rocio Herndndez-Garrido. 2020. Sustainability and real estate crowdfunding:
Success factors. Sustainability 12: 5136.

@A security token is a digital representation of an investment product, recorded on a distributed ledger, subject to
regulation under securities laws” Lambert, T., Liebau, D. & Roosenboom, P. Security token offerings. Small Bus Econ 59,
299-325 (2022). https://doi.org/10.1007/s11187-021-00539-9

OO)Deng, L, Ye, Q. Xu, D.P, Sun, W, Jiang, G.2022. A literature review and integrated framework for the determinants of

crowdfunding success. Financial Innovation 8(1),41.
(31

'David M. Freedman and Matthew Nutting, A brief history of Crowdfunding, Chicago, November 5, 2015 https://www.
freedman-chicago.com/ec4i/History-of-Crowdfunding.pdf

®The first online crowdfunding platform — Artist Share- launched in 2001, and users started to initiate crowdfunding

projects from 2003. Since then, around 1250 crowdfunding platforms have been launched worldwide. Massolution (2015)

2015CF crowdfunding industry report. http://reports.crowdsourcing.org/index.php?route=product/productandproduct_id
=54andsearch=Crowdfunding+Industry+Report.
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"0 European Commission: “Unleashing the Potential of Crowdfunding in the European Union” Communication from

(33

the Commission to the European Parliament, The Council, The European Economic and Social Committee and the
Committee of the Regions, Brussels: European Commission publications p.3.

®Yhttps://en.oxforddictionaries.com/definition/crowdfunding

% «Crowdfunding is a way in which people, organizations and businesses (including business start- ups) can raise money
through online portals (crowdfunding platforms) to finance or re-finance their activities and enterprises», FCA, The FCA’s
regulatory., approach to crowdfunding (and similar activities), CP13/13 Oct 2013 https://www.fca.org.uk/publication/
consultation/cp13-13.pdf

®9Voir; Piret Quentin. Le Crowdfunding et son potentiel de financement pour la creation dentreprises: analyse d’'un point
de vue notarial Faculté de droit et de criminologie, Université catholique de Louvain, 2015, p 05.

(37

'Eleanor Kirby and Shane Worner. Crowd-funding: an infant industry growing fast, working paper IOSCO, Madrid,
2014, https://www.iosco.org/research/pdf/swp/Crowdfunding-An-Infant-Industry-Growing-Fast.pdf.
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https//:www.cmf.tn/sites/default/files/pdfs/reglementation/textes-reference/loi_crowfunding 06082020_37_ar.pdf
“)Chandna, V. Social entrepreneurship and digital platforms: Crowdfunding in the sharing-economy era. Bus. Horiz. 2022,
65, 21-31.

(44)The DFSA “Dubai Financial Service Authority” Rule book Conduct of Business module COB 2021. https://dfsaen.

thomsonreuters.com/sites/default/files/net_file_store/DFSA1547 12383_VER420.pdf
#Debt Based has the same scheme as lending funds. Debtors will raise funds from creditors so that they can work on the

project they want to work on. After the agreed period of time, creditors will get back the money they lent along with the
agreed return in the form of interest” Suasih, N.N.R., Budhi, M.K.S., Wijaya, P.Y. 2022. Inclusive crowdfunding scheme
as capital source alternative for rural agriculture in Indonesia. IOP Conference Series: Earth and Environmental Science
977(1),012053.
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“9“Equity Based is the same concept as investors buying shares of a company. When involved in fundraising, investors’

money will be converted into shareholdings of a company. Investors who own shares are entitled to profits in the form of

dividends or capital gains when selling their shareholdings in the future” Ibid.
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“The DFSA “Dubai Financial Service Authority” Rule book Conduct of Business module COB 2021. https://dfsaen.

thomsonreuters.com/sites/default/files/net_file store/DFSA1547 12383 _VER420.pdf

#)«Reward Based is usually intended for projects in the creative industry such as games, fine arts, to filmmaking. As a

thank you for providing material support, donors who fund this kind of project will receive exclusive offers in the form of

goods, services, or other exclusive rights” Suasih, N.N.R., Budhi, M.K.S., Wijaya, PY. 2022.ibid.
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®Donation Based is usually intended for non-profit projects. This fundraising is usually in the form of charitable activities

for donations to those in need, building schools, distributing free meals, aiding natural disasters, and so on. Donors donate
funds to help selflessly. ibid
B BLYl Lo Gelosd] Jasaill 3lad &S5 a1 Susiall GLYsII 8 Lol 29931 3loVlg Bussiall dSlaall 3 &y Jsasall 5 1ias®”
) .Marketplace Lendin;g 51 21,3 Ggns JsYI Canall g;)xg e L Jadd 8,5V
©? Anglin AH, Wolfe MT, Short JC, McKenny AF, Pidduck RJ (2018) Narcissistic rhetoric and crowdfunding pc;rformance: A
social role theory perspective. Journal of Business Venturing 33(6): 780-812. https://doi. org/10.1016/j.jbusvent.2018.04.004
“)WESSEL, Michael E.: Crowdfunding: Platform Dynamics under Asymmetric Information, Darmstadt, Technische
Universitit Darmstadt (2016) p.16.
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P2P (Peer-to-Peer) Lending is described as a money lending service practiced through online platforms that helps

(55)

in matching lenders directly to borrowers. Adriana, Daniel, and Wawan Dhewantoa. 2018. Regulating P2P lending in
Indonesia_Lessons learned from the case of China and India. Journal of Internet Banking and Commerce 23: 1-19.
®9“In the cryptocurrency market, a transaction is a process of transferring cryptocurrency from one account address to
another. If this process is finally confirmed, then the transaction will be recorded in the “block”. Basic fields, such as sender,
receiver, amount, time, and remarks, can be obtained from transactions” Song Wanshui, Zhang Wenyin, Wang Jiuru, Zhai
Linbo, Jiang Pengkun, Huang Shanyun, Li, Bei. 2023. Blockchain Data Analysis from the Perspective of Complex Networks:
Overview. Tsinghua Science and Technology 28(1), pp. 176-206.
4oy By sl gy (25 Sile b deol 8y Jga¥l gudarty poladl VoYY did € 63) O3l (o Ol =il Lokl ¥ Boledl gy
ghdos g3Las]s «dedl 891 JsaVl e 035 ) OlEatl] Jumad WS (o o2 5L 51 dale a8y Ly Basly gl e £ 55301 Jenld)
«OedaSeldl A5 Joi3s Bodwih (SLels @Blse (e AL JSia o5 ade degemme (o dSud S loiiSlos yibuo 5 Cus dgS)lihs
(25 Ble] B dudl Y1 Ul gudais Glay YoVY diwd € 03y 093l e (2) Bolell zel)
®'Distributed Ledger Technology (DLT) is a class of technologies that support the recording of encrypted data: (i) held
on a distributed ledger; (II) electronically accessible, from multiple locations, by a network of participants; and that can be
updated by those participants, based on agreed consensus, protocol or procedures (i.e. distributed consensus). Regulations
for Security token consultation paper no 138 Dubai financial service authority DFSA published 29 March 2021
https://dfsaen.thomsonreuters.com/sites/default/files/net_file_store/CP138_Regulation_of_Security_Tokens.pdf (access on
1-10-2022)
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“PSecurity Token is a token that confers rights and obligations that are: the same as those conferred by a share, debenture
or futures contract (Investments); or substantially similar in nature purpose or effect, to those conferred by Investments
Regulations for Security token consultation paper no 138 Dubai financial service authority DFSA published 29 March 2021
https://dfsaen.thomsonreuters.com/sites/default/files/net_file_store/CP138_ Regulation_of Security Tokens.pdf (access on
1-10-2022)

< 1n the Bitcoin blockchain system, the public ledger reveals each transaction. All details from block reward transaction
to unspent transaction output (UTXO). As legal proof of user assets, blockchain ledger includes input transaction signature,
denomination and output transaction address of each historical transaction, and the output transaction address can be
regarded as the user identity of the Bitcoin system.” F. Tschorsch and B. Scheuermann, “Bitcoin and beyond: A technical
survey on decentralized digital currencies,” IEEE Communications Surveys & Tutorials, vol. 18, no. 3, pp. 2084-2123, 2016.
<A blockchain has transparency, public verification, unchangeability, and unforgeability characteristics. Its most significant
advantage is decentralization, allowing it to support data verification, sharing, computing, storage, and other functions
through multilateral autonomous technical means, such as consensus” X. Han, Y. Yuan, and F. Y. Wang, Security problems
on blockchain: the state of the art and future trends, (in Chinese), Acta Autom. Sin., vol. 45, no. 1, pp. 206-225, 2019.
©“Most blockchain-based platforms implement a replicated, shared, and distributed (i.e., decentralized) ledger. The
decentralized nature of the ledger allows the transfer of digital tokens associated with assets (e.g., cryptocurrencies) at a
distance without a trusted third party. To accomplish this, every user in the system has a full copy of the ledger and the
network makes sure that every user’s copy reflects the current state of the world (i.e., the up-to-date state of the system)”
Brown, R. G. (2015). A simple model for smart contracts. Online in Internet: https://gendal. me/2015/02/10/a-simple-
model-for-smart-contracts/, Stand, 4, 2018.

“9“Blockchain has an excellent potential to be broadly applied in copyright protection and management applications.
The blockchain-based copyright protection applications allow copyright owners and consumers to interact without costly
intermediaries. These applications allow the content owners to upload copyrighted content, control licensing/copyright
options, manage distribution, trace sources of piracy, and receive payments upon content usage” Qureshi, A.; Megias, D.

Blockchain-Based Multimedia Content Protection: Review and Open Challenges. Appl. Sci. 2021, 11, 1. https:// dx.doi.
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org/10.3390/app11010001.

(65

'Modern financial accounting is recordkeeping double entry system it allows companies to store data concerning what
it has and what it owes in additions to all its expenses and revenues during a specific time period. Whereas, “triple-entry
accounting is the transactions on the blockchain that are cryptographically sealed, that prevents tampering and enables
near-real-time auditing”.

9 Andrew S. Tanenbaum, David J. Wetheral, “Computer Networks 177, 5% ed. 2012.

“’Nathan Fish, “Arizona Edges to Front of States Eyeing Blockchain Technology, Cronkite News, 2017. “https://
cronkitenews.azpbs.org/2017/08/15/arizonaedges-to-front-of-states-eyeing-blockchain-technology”.

“®“Data on blockchains are open, unchangeable, and irrevocable and all operations are transparent and reliable, blockchains
can effectively protect the integrity and privacy of data and prevent cloud storage information modification” Ruizhong
Du, Caixia Ma , and Mingyue Li. 2023. Privacy-Preserving Searchable Encryption Scheme Based on Public and Private

Blockchains. Tsinghua Science and Technology. 28(1), pp. 13-26

1JDJL 114



555 ol s Igb plaiialy (Sl Jy el

Ji9é @ oladl Jygarl Glaie § dolisiul oS ddes will Glgwl & psiud O 68«3 gl
Ahuwgibly dpsall OIS &)

Bylae doadl odn e didsbl GBLII dodluy depully dalS) dld lgiog blze ous s Jsldl s
Oldes § ot Joldl Lo plaseial P (o 3Sed «Sloglelly GULI dolaal) Ludax)] &,lall
Joldl dats ye il SSio dygadl ddlo S0l § dygad] puile dSdo DL Hloktadld $HLictl) dygol]
Token (§;Lad] Jygatl] Olate xe dglas o - dije) ol - 21581 ol Hgaay 4SUL) 0de 509 Ges3
lebioos 5T Gad) lalshs oS () dowdl) (a3 ik ] e (2L38Y1 JooV) Ghled] g jibl S5e s8s
o8y Lt sl Aol 891 Bhall Ssa3)l Jats loiadl (21,2Y of @l of WLl B15TS lyalusetul of
Meoledl s @ dalidl bedzs ¢,s1 dad &Y

Hls &eol581 Jgol date o dlodl 0da § (i sl 4 plusnly $HLad) dgazl] Slats asdy
)78 JgoYl Oloss p8h I (30 S5 3550 s o 433550 diady daior il e O3l ladye
oo Vol poldss dysusy lyhiog Laylan]s lamsbsg lalslats d2al 891 JsoYl sl g 2o NS (e o
4S5 5aY) Bl G¥ell § SEC 4G ,aY) glully Blyo¥l die Cudys3g g 5okl Joeld) Lads I
Virtual e 3las Lo o1 (dosl 58V JgoVl ode Jin lao] e LBJL daist) &,lsY) dgadl il e
plaseialyy pdsadll Oldesll gt Uly (ndS Isbdl Slats s lylslad “"Crypto Token sf Token
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“D“Crypto Tokens are a class of Token of which there are many types, all differing in size, purpose, and use case. For the
purposes of this CP, and our proposed regime, we are proposing a broad definition of a Crypto Token as follows: A Crypto
Token is a Token that is used, or is intended to be used, as a medium of exchange or for payment or investment purposes
but excludes an Investment Token, or any other type of Investment, or an Excluded Token”

DFSA, CONSULTATION PAPER NO.143, REGULATION OF CRYPTO TOKENS. 8 MARCH 2022.
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72“The definition of the word token has recently been revised to: “a piece resembling a coin issued for use . . . by a

particular group on specified terms,” “issued as money by some person or body other than a de jure government,” or “a
unit of cryptocurrency” Historically, the word token represented a tangible item, such as a bus token or a game token.
Practitioners and scholars classify tokens as “digital tokens,” with a unit of value tied to a blockchain ledger. The token’s
“virtual” or “digitized” characteristic evokes the colloquial term “crypto token,” a term used by the tech industry to describe
virtual currencies or digital assets tied to the blockchain, and recently by courts and the SEC as “cryptocurrency ‘tokens’
or ‘coins’ ” Digital tokens can be a reward, combining functional and consumptive elements, and also can be fundamental
to a blockchain network.102 Tokens can be purchased either with cash or by using other coins.103 Tokens are also
potentially tradeable and transferable through an exchange for another coin or an item of value.104 Recently, the Internal
Revenue Service (“IRS”) has ruled that digital tokens will be treated as property for federal income tax purposes” Michael
Patterson, Crypto’s 80% Plunge is Now Worse Than the Dot-Com Crash, BLOOMBERG (Sept. 12, 2018), https://www.
bloomberg.com/news/articles/2018-09-12/crypto-s-crash-just-surpassed-dot-com-levels-as-losses-reach-80. United States
v. Zaslavskiy, No. 17 CR 647 (R]D), 2018 WL 4346339, at 2 (E.D.N.Y. 2018). 102 Baris & KL
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®)Bringing Security Tokens within Investments: DFSA propose to extend the current definitions of Investments by:

defining a Security Token as a cryptographically secured digital representation of the rights and obligations, issued, stored
and transferred using DLT or other similar technology, that: (I) confers the same rights and obligations as those conferred
by one or more existing Securities or Derivatives; or (ii) confers substantially similar rights and obligations or has a
substantially similar purpose or effect to one or more existing Securities or Derivatives; and @) issuing Guidance that:

(i)the DFSA considers a Security Token to be an Investment of the type or types as defined in GEN App 2, if it confers
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rights and obligations as noted under a); and set out factors that are to be taken into account when determining whether
a Security Token is a particular type or types of a Security (such as a Share or Debenture) or a Derivative (such as an
Option or a Commodity Future Regulations for Security token consultation paper no 138 Dubai financial service authority
DFSA published 29 March 2021. https://dfsaen.thomsonreuters.com/sites/default/files/net_file_store/CP138_Regulation
of_Security Tokens.pdf (access on 20-9-2022)

©"«Ethereum used in the Privacy-Preserving Searchable Encryptions a new type of decentralized computing platform based
on blockchains. Ethereum allows users to perform any complex operation as needed and implement specific operations by
adopting smart contracts.” Ruizhong Du, Caixia Ma, and Mingyue Li.ibid.

““Fandl, Kevin J. 2020. Can smart contracts enhance firm efficiency in emerging markets? Northwestern Journal of
International Law and Business 40: 332-62.

©See Max Raskin, The law and legality of smart contracts, 1 Geo. Tech. L. R. 305 (2017). For more information, please
see S. Asharaf and S. Adarsh, Decentralized Computing Using Blockchain Technologies and Smart contracts: Emerging

Research and Opportunities, (Information Science Reference, 2017).
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BY«Kickstarter and IndieGoGo are two famous platforms launched in 2009 and 2008, respectively. However, not all
projects on such platforms can achieve their goals to be successfully funded, especially for Kickstarter. Kickstarter is an
“All-or-Nothing” platform in which the entrepreneurs on the platform receive nothing unless the funding goal is achieved.
The platforms that employ the “Keep-it-All” model (e.g., IndieGoGo and GoFundMe) allow creators to obtain funds even
if their projects fail to realize their initial goals.” Colombo MG, Franzoni C, Rossi-Lamastra C (2015) Internal social capital
and the attraction of early contributions in crowdfunding. Entrep Theory Pract 39(1):75-100. https://doi.org/10.1111/

etap.12118
Joenssen DW, Michaelis A, Miillerleile T (2014) Link to new product preannouncement: Success factors in crowdfunding.
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1S cholars refer to this type of financing method in several other ways: “equity crowdfunding”, “securities crowdfunding”,

“investor crowdfunding”, and “securities crowdsourcing”. Joan MacLeod Heminway, Selling Crowdfunded Equity: A New
Frontier, 70 OKLA. L. REV. 189, 194 (2017). However, Professor Heminway points out “that, not every crowdfunded offering
of a profit-sharing instrument or interest is equity crowdfunding” Id. at 194. Andrew A. Schwartz, The Gatekeepers of
Crowdfunding, 75 WASH. & LEE L. REV. 885, 889 (2018). “The terminology “securities crowdfunding’s a good descriptor,
except that the term, gives focus to the securities and not the whole transaction, which conceivably is an investment from
a shareholder’s perspective” The term “equity crowdfunding” appears limiting as companies may need convertible, debt or
equity financing. The opposite concern surrounds using the term “securities crowdsourcing,” which is a wider context but
is narrowed by adding “securities” before crowdsourcing. Richard A. Epstein, The Political Economy of Crowdsourcing:
Markets for Labor, Rewards, and Securities, 82 U. CHI. L. REV. DIALOGUE 35, 47 (2015).
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