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Singapore Extends Scope of Permissible
Third-Party Funding

Introduction

The advancement of third-party funding as an option in commercial disputes has been a closely watched
development in Singapore. While Singapore's legislation was previously amended in 2017 to allow third-
party funding for international arbitration and related court and mediation proceedings, the Ministry of
Law ("MinLaw") is set to extend its application to a wider scope of proceedings.

In a press release on 22 June 2021 (available here), MinLaw announced that third-party funding will be
permitted for categories such as domestic arbitration, Singapore International Commercial Court
("SICC") proceedings, and related court and mediation proceedings. This will take effect from 28 June
2021.

Third-party funding is where a funder finances certain legal proceedings in exchange for a financial
benefit such as a share of the damages awarded. This allows a disputant to undertake a claim it
otherwise might not have had the resources to pursue. It is also relevant for pecunious disputants, in
that it provides a financing option for the purpose of risk allocation or financial management. Such an
option is particularly relevant in the current economic climate, where businesses are facing financial
challenges and the effective balancing of finances is crucial, and where contractual disputes are
increasingly common.

Disputants should be aware of third-party funding and consider its applicability or suitability in their
potential claims. Rajah & Tann Singapore, with its experience with third-party funders, is well placed to
advise parties on third-party funding as an option.

In this Update, we look at the new categories of proceedings in which third-party funding is allowed, as
well as the related regulatory amendments.

Third-Party Funding in Singapore
In third-party funding, a third-party funder who is not involved in the proceedings will provide funds to a
disputant. The funds generally cover the disputant's legal fees and expenses, and may also cover cost

orders if incurred. In exchange, the funder will receive an agreed return, which is typically a share of the
sums which may be recovered through the proceedings.
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Third-party funding was previously regarded as prohibited pursuant to the principles of maintenance
and champerty under the Civil Law Act. However, in 2015, in the case of Re Vanguard Energy Pte Ltd
[2015] 4 SLR 597, the court allowed a funding arrangement in the context of an insolvent company
seeking to pursue claims against counterparties. In 2017, Singapore's legislative framework was
amended to abolish the torts of champerty and maintenance under the Civil Law Act, and to explicitly
allow third-party funding for international arbitration proceedings. This also covered court and mediation
proceedings arising from or in connection with international arbitration proceedings, such as
enforcement proceedings and applications for stays of proceedings.

Extension of Categories

From 28 June 2021, the categories of proceedings in which third-party funding is allowed will be
extended to include:

(a) Domestic arbitration proceedings;

(b) Court proceedings arising from or connected with domestic arbitration proceedings, such as
enforcement proceedings or applications for stay of proceedings;

(c) Proceedings commenced in the SICC;

(d) Appeal proceedings arising from SICC decisions; and

(e) Mediation proceedings relating to any of the proceedings above.

The extension of the permitted categories opens the doors for third-party funding in a much wider range
of proceedings. The focus is still on arbitration, with domestic arbitration being included as a permitted
category. However, the inclusion of SICC proceedings indicates that international commercial disputes
(which is the purview of the SICC) are also deemed to be suitable for third-party funding.

Controls on Third-Party Funding

In order to regulate third-party funding and prevent any abuse of the system, restrictions and controls
are imposed on third-party funding in Singapore.

For example, under the Civil Law Act and the Civil Law (Third-Party Funding) Regulations 2017, such
funding can only be provided by qualified third-party funders, which are then subject to requirements on
capital adequacy and access to funds. These controls will continue to apply to the new categories of
proceedings.

To protect disputants in third-party funding, Singapore lawyers and regulated foreign lawyers acting in

matters involving third-party funding are subject to certain restrictions in the Legal Profession
(Professional Conduct) Rules 2015. This includes restrictions on conflicts of interest and disclosure of
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third-party funding arrangements. These restrictions will also continue to apply to the new categories of
proceedings.

In addition, since third-party funding will be permitted in certain SICC proceedings, the Legal Profession
(Representation in Singapore International Commercial Court) Rules 2014 will be amended to impose
similar restrictions on foreign lawyers involved in SICC proceedings.

Concluding Words

MinLaw has stated in its press release that, in light of the COVID-19 pandemic, there may be a rise in
disputes and companies facing the risk of insolvency. Such financial constraints may cause disputants
to forgo pursuing their legal rights. As such, third-party funding provides a solution to enable disputants
to pursue meritorious claims in the above categories of proceedings.

Even for disputants who are not facing such financial constraints, third-party funding can be considered
as a form of financial management. Legal proceedings can potentially entail considerable costs, with no
assurance as to a successful outcome in the dispute. An arrangement with a third-party funder may thus
provide a mechanism to allocate the risks involved in a dispute in exchange for a portion of the proceeds
in the event of an award in favour of the disputant.

Parties may thus wish to explore third-party funding as an option for pursuing commercial claims.
Disputants with queries on whether their claims fall within the permitted scope of third-party funding,
whether third-party funding is suitable for their claims, and the practicalities and implications of third-
party funding, may feel free to contact our team.
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Contacts

Andre Yeap, SC

Head, International Arbitration
{ Senior Partner, Dispute
v % Resolution

T +65 6232 0306

Kelvin Poon

Deputy Head, International
Arbitration

T +65 6232 0403

kelvin.poon@rajahtann.com

andre.yeap@rajahtann.com

Please feel free to also contact Knowledge and Risk Management at eOASIS@rajahtann.com
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RAJAH & TANN | Thailand
R&T Asia (Thailand) Limited

T +66 2 656 1991
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Rajah & Tann LCT Lawyers
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F +84 28 3520 8206
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Rajah & Tann Asia is a network of legal practices based in Asia.

Member firms are independently constituted and regulated in accordance with relevant local legal requirements. Services provided by a
member firm are governed by the terms of engagement between the member firm and the client.

This update is solely intended to provide general information and does not provide any advice or create any relationship, whether legally
binding or otherwise. Rajah & Tann Asia and its member firms do not accept, and fully disclaim, responsibility for any loss or damage
which may result from accessing or relying on this update.
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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 Cambodia, China, Indonesia, Lao PDR, Malaysia,

Myanmar, the Philippines, Singapore, Thailand and Vietnam. Our Asian network also includes regional desks focused on Brunei, 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 email Knowledge & Risk
Management at eOASIS@rajahtann.com.
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