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MAS Responds to Feedback on 
Proposals for Securities-Based 
Crowdfunding   

Introduction  
 
Following the issue of its consultation paper setting out proposals and clarifications on facilitating 
securities-based crowdfunding (“SCF”) in February last year (as covered in our previous client update in 
February 2015) (“Consultation Paper”), the Monetary Authority of Singapore (“MAS”) finally 
published its response (“Response”) to the feedback received in relation to its Consultation Paper on 8 
June 2016. In addition to its earlier proposals which primarily focused on accredited investors and 
institutional investors (“AIs” and “IIs”), the MAS also announced in its Response, certain refinements to 
existing rules to better accommodate retail participation in SCF.  
 
This update takes a look at the notable highlights of the regulatory approach for SCF as set out in the 
Response.    
 

Easing of Financial Requirements for Dealing Licensees 
Serving AIs and IIs 
 
In the Consultation Paper, the MAS had proposed to ease the current financial requirements for 
intermediaries seeking to obtain a capital markets services (“CMS”) licence for dealing in securities 
("Dealing Licensees"), including SCF intermediaries, by lowering the base capital requirement from 
S$250,000 to S$50,000, and removing the requirement to maintain a security deposit of S$100,000 with 
the MAS.  These lower requirements will only apply if the Dealing Licensees only serve AIs and IIs, do not 
handle or hold customer moneys, assets or positions, and do not act as principal against customers. 
 
In the Response, the MAS stated that it will proceed with the abovementioned proposed easing of 
financial requirements for Dealing Licensees. Additionally, the MAS has further proposed that the 
minimum operational risk requirements for Dealing Licensees be reduced from S$250,000 to S$50,000. 
These changes will make it easier for operators of SCF platforms to apply for a CMS license for dealing in 
securities under the Securities and Futures Act (Cap. 289) of Singapore (“SFA”).  
 
In addition to the above, the MAS will also lower the financial requirements for CMS licensees trading in 
futures contracts who meet the abovementioned conditions (i.e. licensees who only serve AIs and IIs, do 
not handle or hold customer moneys, assets or positions, and do not act as principal against customers) 
by lowering the minimum base capital and operational risk requirements for such entities to S$50,000.   
 

Clarifications on Advertising Restrictions 
 
The MAS had clarified in the Consultation Paper the scope of the advertising restrictions for SCF platform 
operators seeking to rely on the prospectus exemption under section 275 of the SFA to make offers of 
securities to AIs without a prospectus. The MAS also noted that this clarification applies to other 
exempted offers of securities, namely section 272A relating to small offers (the “Small Offers 
exemption”) and 272B (Private Placement exemption). 
  
In response to the request for further clarification on the scope of the advertising restrictions for SCF 
platform operators seeking to rely on the abovementioned prospectus exemptions under the SFA, the 
MAS has issued the “Guidelines on the Advertising Restrictions in Sections 272A, 272B and 275” 
(“Guidelines on Advertising Restrictions”), to address these concerns and other uncertainties on 

http://eoasis.rajahtann.com/eoasis/gn/at.asp?pdf=../lu/pdf/2015-02-MAS-Consults-Crowdfunding.pdf&module=LU&topic=LU000903&sec=b
http://eoasis.rajahtann.com/eoasis/gn/at.asp?pdf=../lu/pdf/2015-02-MAS-Consults-Crowdfunding.pdf&module=LU&topic=LU000903&sec=b
https://www.linkedin.com/company/rajah-&-tann
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the manner in which SCF platform operators can publicise their services, as well as other technical points. 
Amongst other clarifications, the Guidelines on Advertising Restrictions clarify that the advertising 
restrictions under the SFA do not prohibit SCF platform operators from publicising and marketing the 
existence of their SCF platform and their services, provided that they do not call attention to any offer 
that is still open or any intended offer. 
 

Streamlining of Rules under the Small Offers Exemption 
 
Under the present Small Offers exemption, offerors may make personal offers of securities to investors 
(including retail investors), of up to S$5 million within any 12-month period, without a prospectus subject 
to certain conditions (including the requirement to conduct pre-qualification checks on investors). A 
personal offer is one that is directed at a pre-identified individual or entity, which would include offers 
made to persons who have previous contact/professional or other connection with the offeror. As the 
word “personal” suggests, each offer must be made personally by the offeror or by a person acting on its 
behalf to the pre-identified individual or entity and can only be accepted by the pre-identified individual 
or entity to whom the offer was made. 
 
In the Response, the MAS proposed to simplify the current investor pre-qualification checks for investors. 
This will make fundraising from investors through SCF more practicable, subject to appropriate 
safeguards. 
 

Simplifying the Pre-Qualification Checks for Investors 
 
Previously, under the “Guidelines on Personal Offers Made Pursuant to the Exemption for Small Offers” 
(“Small Offers Guidelines”), Licensed SCF platform operators appointed by an offeror and the offeror 
seeking to rely on the Small Offers exemption were required to ensure that investors: (i) have sufficient 
knowledge and experience to invest in SCF; and (ii) are suitable to make investments in SCF, given their 
investment objectives, financial means and risk tolerance.  
 
As the Small Offers Exemption was not designed with SCF in mind, the MAS has revised the Small Offers 
Guidelines to simplify the abovementioned investor pre-qualification process such that Licensed SCF 
platform operators appointed by an offeror and the offeror need only determine that investors: (i) have 
either sufficient knowledge or experience to invest in SCF; or (ii) are suitable to make investments in 
SCF given their investment objectives and risk tolerance.  
 

Strengthening of Existing Risk Disclosures 
 
As a safeguard for investors, the requirement to provide risk disclosures is now strengthened. Under the 
Small Offers Guidelines, any Licensed SCF operator appointed by an offeror to intermediate the offeror’s 
Small Offers is required to provide, at the minimum, a prescribed risk disclosure statement to each 
potential investor and obtain the investor’s acknowledgement that he is fully aware of and accepts the 
risks.   
 
The risk disclosure statement and risk acknowledgement is required from the investor before the investor 
makes his first SCF investment on the SCF platform (and also immediately prior to the investor making 
another investment on the platform if there is a material change to the information that the investor had 
provided during the previous knowledge or experience test, or suitability assessment) and also on an 
annual basis. 
 
The prescribed risk disclosure statement and acknowledgement is provided under the Small Offers 
Guidelines. 
 
 
 
 



 
 
 
CLIENT UPDATE 
2016 JUNE 

FINANCIAL INSTITUTIONS 

 

3  © Rajah & Tann Singapore LLP 

Clarification on the Use of the Promissory Note 
Exclusions for Lending-based Crowdfunding 
 
In the Response, very significantly, the MAS has provided its views and clarifications on the use of 
promissory notes by SCF platforms.  
 
Briefly, promissory notes are currently excluded from the definition of “securities” under section 2 of the 
SFA. Therefore under the CMS licensing regime for the regulated activity of “dealing in securities”, which 
adopts the general definition of “securities” (provided under section 2 of the SFA), platforms which issue, 
or facilitate the issue of, promissory notes are exempted from such CMS licensing. In relation to the offer 
of securities regime under Part XIII of the SFA which adopts a different definition of “securities” under 
section 239 of the SFA, promissory notes with a face value of not less than S$100,000 and a maturity 
period of not more than 12 months are excluded. As such, an offer of such promissory notes is currently 
exempted from the prospectus requirements under the SFA. Further, as clarified by the MAS, the purpose 
of this exemption is to exclude short-term notes like commercial papers and promissory notes issued for 
short-term financing needs of companies, typically issued by entities with solid credit profiles and bought 
by AIs and IIs, from the prospectus requirements under the SFA. 
 

Removal of Promissory Note Exclusions 
 
The MAS stated in the Response that it will be seeking a legislative amendment to the SFA by the end of 
the year to remove the abovementioned promissory note exclusions for both the CMS licensing and 
prospectus registration requirements, as such notes have characteristics akin to that of any other 
debenture, and hence, should be subject to securities regulation to enable investors to enjoy the corollary 
investor protections.  
 
Pending the removal of the promissory note exclusions, the MAS noted that a promissory note will only 
be exempted from the prospectus requirements under the SFA if it is issued by one borrower to one 
single lender and has a face value of not less than S$100,000, as well as a maturity period of not more 
than 12 months. In this regard, the MAS further noted that some platform operators have taken to 
aggregating multiple loans from multiple lenders and consolidating such loans into a single promissory 
note which has a face value of not less than S$100,000 and a maturity period of not more than 12 months 
so as to be exempted from the prospectus requirements under the SFA. The MAS clarified that such 
consolidated promissory notes will not be exempted from the prospectus requirements under the SFA 
and that offers of such consolidated promissory notes are required to comply with the prospectus 
requirements under the SFA. 
 
To provide further guidance, the MAS has also issue a set of Frequently Asked Questions (FAQs) on 
Lending-Based Crowdfunding to help market participants, including SCF platform operators, better 
understand the promissory note exclusions as well as the regulatory framework underpinning lending-
based crowdfunding. 
 

How We Can Help 
 
The proposed regulatory approach for SCF brings greater certainty to the regulatory underpinnings in the 
crowdfunding sector in Singapore, and tries to strike a balance towards providing a more conducive 
environment for the crowdfunding sector to develop, while ensuring proper investor safeguards are in 
place. This is especially important amid the rapid growth of the crowdfunding sector in recent years, with 
investors (including retail investors) moving into the crowdfunding space and taking on investments risks 
in the hope of higher returns. It appears in this regard from press reports that there are already defaults 
beginning to appear in some crowdfunded businesses, which is inevitable with time. Investors would 
therefore also welcome the new changes. 
 
Both financial institutions and FinTech companies that engage in SCF should keep themselves updated 
on the proposed regulatory approach for SCF. Where necessary, firms dealing in crowdfunding activities 
(including SCF) may need to review their current business operations and consider whether the requisite 
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licences or prospectus registrations are or will be required to be obtained or effected, or may rely on other 
regulatory exemptions. Our key contact partners, whose details are provided below, will be able to help. If 
you have any queries on the above, or require any advice on how the above will affect your business, 
please contact any of them. 
 

Resources 
 
1. February 2015 Consultation Paper on Facilitating Securities-Based Crowdfunding  

2. Response to Feedback Received (June 2016) 

3. Guidelines on Advertising Restrictions 

4. Extract of the Guidelines on Personal Offers made pursuant to the Exemption for Small Offers 

(Revised 8 June 2016) 

5. Risk Disclosure Statement and Acknowledgement 

6. FAQs on Lending-Based Crowdfunding 

 
 
 
 
 
 
 
 
 
 
 

http://www.mas.gov.sg/~/media/MAS/News%20and%20Publications/Consultation%20Papers/Facilitating%20Securities%20Based%20Crowdfunding.pdf
http://www.mas.gov.sg/~/media/MAS/News%20and%20Publications/Consultation%20Papers/Crowdfunding/Response%20to%20Feedback%20Received%20%20Facilitating%20Securitiesbased%20Crowdfunding.pdf
http://www.mas.gov.sg/~/media/MAS/News%20and%20Publications/Consultation%20Papers/Crowdfunding/Annex%20B%20%20Guidelines%20on%20Advertising%20Restrictions.pdf
http://www.mas.gov.sg/~/media/MAS/News%20and%20Publications/Consultation%20Papers/Crowdfunding/Annex%20C%20%20Extract%20of%20the%20Guidelines%20on%20Personal%20Offers%20made%20pursuant%20to%20the%20Exemption%20for%20Small%20Offers.pdf
http://www.mas.gov.sg/~/media/MAS/News%20and%20Publications/Consultation%20Papers/Crowdfunding/Annex%20C%20%20Extract%20of%20the%20Guidelines%20on%20Personal%20Offers%20made%20pursuant%20to%20the%20Exemption%20for%20Small%20Offers.pdf
http://www.mas.gov.sg/~/media/MAS/News%20and%20Publications/Consultation%20Papers/Crowdfunding/Annex%20D%20%20Risk%20Disclosure%20Statement%20%20Acknowledgement.pdf
http://www.mas.gov.sg/~/media/MAS/Regulations%20and%20Financial%20Stability/Regulations%20Guidance%20and%20Licensing/Securities%20Futures%20and%20Fund%20Management/Regulations%20Guidance%20and%20Licensing/FAQs/FAQs%20on%20Lending%20based%20Crowdfunding.pdf


 
 
 
CLIENT UPDATE 
2016 JUNE 

 

5  © Rajah & Tann Singapore LLP 

Contacts 
   

     

 
 

Regina Liew 
Head, Financial 
Institutions  
 
D (65) 6232 0456 
F (65) 6428 2203 
regina.liew@rajahtann.com 
 
 

 

 

Larry Lim 
Deputy Head, Financial 
Institutions  
 
D (65) 6232 0482 
F (65) 6428 2213 
larry.lim@rajahtann.com  
 

   

   
 

Please feel free to also contact Knowledge and Risk Management at eOASIS@rajahtann.com 
 
 
ASEAN Economic Community Portal 
 
With the launch of the ASEAN Economic Community (“AEC”) in December 2015, businesses looking to tap the 
opportunities presented by the integrated markets of the AEC can now get help a click away. Rajah & Tann Asia, 
United Overseas Bank and RSM Chio Lim Stone Forest, have teamed up to launch “Business in ASEAN”, a portal that 
provides companies with a single platform that helps businesses navigate the complexities of setting up operations in 
ASEAN. 
 
By tapping into the professional knowledge and resources of the three organisations through this portal, small- and 
medium-sized enterprises across the 10-member economic grouping can equip themselves with the tools and know-
how to navigate ASEAN’s business landscape. Of particular interest to businesses is the "Ask a Question" feature of 
the portal which enables companies to pose questions to the three organisations which have an extensive network in 
the region.  The portal can be accessed at http://www.businessinasean.com/. 
 

mailto:regina.liew@rajahtann.com
mailto:larry.lim@rajahtann.com
mailto:eOASIS@rajahtann.com


 

6  © Rajah & Tann Singapore LLP 

Our regional presence 

 
 

Our regional contacts 
RAJAH & TANN  Singapore RAJAH & TANN REPRESENTATIVE OFFICE China 

  

Rajah & Tann Singapore LLP 

9 Battery Road #25-01 

Straits Trading Building 

Singapore 049910 

T  +65 6535 3600  F  +65 6225 9630 

sg.rajahtannasia.com 

Rajah & Tann Singapore LLP 

Shanghai Representative Office 

Unit 1905-1906, Shui On Plaza, 333 Huai Hai Middle Road 

Shanghai 200021, People's Republic of China 

T  +86 21 6120 8818   F  +86 21 6120 8820 

cn.rajahtannasia.com 

  

R&T SOK & HENG  Cambodia RAJAH & TANN NK LEGAL Myanmar 

  

R&T Sok & Heng Law Office 

Vattanac Capital Office Tower, Level 17, No. 66 

Preah Monivong Boulevard, Sangkat Wat Phnom 

Khan Daun Penh, 12202 Phnom Penh, Cambodia 

T  +855 23 963 112 / 113   F  +855 963 116 

kh.rajahtannasia.com 

*in association with Rajah & Tann Singapore LLP 

Rajah & Tann NK Legal Myanmar Company Limited 

Myanmar Centre Tower 1, Floor 07, Unit 08, 

192 Kaba Aye Pagoda Road, Bahan Township, 

Yangon, Myanmar 

T  +95 9 73040763 / +95 1 657902 / +95 1 657903 

F  +95 1 9665537 

mm.rajahtannasia.com 
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ASSEGAF HAMZAH & PARTNERS Indonesia RAJAH & TANN Thailand 

  

Assegaf Hamzah & Partners 

 

Jakarta Office 

Menara Rajawali 16th Floor 

Jalan DR. Ide Anak Agung Gde Agung Lot #5.1 

Kawasan Mega Kuningan, Jakarta 12950, Indonesia 

T  +62 21 2555 7800   F  +62 21 2555 7899 

www.ahp.co.id 

Rajah & Tann (Thailand) Limited 

973 President Tower, 12th Floor, Units 12A-12F 

Ploenchit Road, Lumpini, Pathumwan 

Bangkok 10330, Thailand 

T  +66 2 656 1991   F  +66 2 656 0833 

th.rajahtannasia.com 

 RAJAH & TANN Lao PDR 

Surabaya Office 

Pakuwon Center, Superblok Tunjungan City 

Lantai 11, Unit 08 

Jalan Embong Malang No. 1, 3, 5, Surabaya 60261, Indonesia 

T +62 31 5116 4550   F +62 31 5116 4560 

 

Rajah & Tann (Laos) Sole Co., Ltd. 

Phonexay Village, 23 Singha Road, House Number 046/2 

Unit 4, Saysettha District, Vientiane Capital, Lao PDR 

T  +856 21 454 239   F  +856 21 285 261 

la.rajahtannasia.com 

* Assegaf Hamzah & Partners is an independent law firm in 

Indonesia and a member of the Rajah & Tann Asia network. 

 

 

CHRISTOPHER & LEE ONG Malaysia RAJAH & TANN LCT LAWYERS Vietnam 

  

Christopher & Lee Ong 

Level 22, Axiata Tower, No. 9 Jalan Stesen Sentral 5, 

Kuala Lumpur Sentral, 50470 Kuala Lumpur, Malaysia 

T  +60 3 2273 1919   F  +60 3 2273 8310 

www.christopherleeong.com 

*in association with Rajah & Tann Singapore LLP 

Rajah & Tann LCT Lawyers 

 

Ho Chi Minh City Office 

Saigon Centre, Level 13, Unit 2&3 

65 Le Loi Boulevard, District 1, HCMC, Vietnam 

T  +84 8 3821 2382 / +84 8 3821 2673   F  +84 8 3520 8206 

  

  Hanoi Office 

 Lotte Center Hanoi - East Tower, Level 30, Unit 3003,  

54 Lieu Giai St., Ba Dinh Dist., Hanoi, Vietnam 

 T +84 4 3267 6127   F +84 4 3267 6128 

www.rajahtannlct.com 

  

 
 

Rajah & Tann Singapore LLP is one of the largest full service law firms in Singapore, providing high quality advice to an impressive list of 
clients.  We place strong emphasis on promptness, accessibility and reliability in dealing with clients. At the same time, the firm strives 
towards a practical yet creative approach in dealing with business and commercial problems. As the Singapore member firm of the Lex 
Mundi Network, we are able to offer access to excellent legal expertise in more than 100 countries.  
 
Rajah & Tann Singapore LLP is part of Rajah & Tann Asia, a network of local law firms in Singapore, Cambodia, China, Indonesia, Lao 
PDR, Malaysia, Myanmar, Thailand and Vietnam. Our Asian network also includes Singapore-based regional desks focused on Japan and 
South Asia.    
 
The contents of this Update are owned by Rajah & Tann Singapore LLP and subject to copyright protection under the laws of Singapore 
and, through international treaties, other countries. No part of this Update may be reproduced, licensed, sold, published, transmitted, 
modified, adapted, publicly displayed, broadcast (including storage in any medium by electronic means whether or not transiently for any 
purpose save as permitted herein) without the prior written permission of Rajah & Tann Singapore LLP. 
 
Please note also that whilst the information in this Update is correct to the best of our knowledge and belief at the time of writing, it is 
only intended to provide a general guide to the subject matter and should not be treated as a substitute for specific professional advice for 
any particular course of action as such information may not suit your specific business and operational requirements. It is to your 
advantage to seek legal advice for your specific situation. In this regard, you may call the lawyer you normally deal with in Rajah & Tann 
Singapore LLP or e-mail Knowledge & Risk Management at eOASIS@rajahtann.com. 

 
 


