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Singapore: Repeal of Registered Fund Management Companies

Regime

In brief .
In this issue
On 24 October 2023, the Monetary Authority of Singapore (MAS) issued a consultation
paper on its intention to repeal the Registered Fund Management Companies (RFMC)
Regime ("Repeal") and requested feedback on its proposed transitional arrangements Proposed transitional arrangements for the

for existing RFMCs to continue to operate following the Repeal.! repeal of the REMC Regime
The effect of the Repeal means that current RFMCs will need to successfully obtain a
capital markets services (CMS) licence for fund management in order to continue carrying out fund management activities following
the Repeal. Additionally, any fund managers seeking to register as an RFMC will be unable to do so from 1 January 2024 (as currently
proposed by MAS) and will need to consider the other licence categories for fund management companies. MAS is introducing a
simplified process for existing RFMCs that wish to apply to become an accredited/institutional investor licensed fund managem ent
company (A/l LFMC).

We highlight below the key features of MAS's proposed transitional arrangements and the process for applying to become an A/l
LFMC.

Background: the current regime

Currently, to carry out fund management activity in Singapore, a fund management company (FMC) must either: (i) hold a CMS

licence issued by MAS; or (ii) fall under an exemption to the licensing requirements.

The RFMC regime is an exemption to fund management licensing requirements for FMCs managing up to SGD 250 million of assets
and carrying out fund management for up to 30 accredited or institutional investors. MAS proposes removing this available exemption
in order to streamline the regulatory regime, as it believes that: (i) the regime has served its purposes of aiding the transition of the
repeal of its predecessor, the exempt fund manager regime; and (i) RFMCs are closely aligned with A/l LFMCs (a subcategory of
the capital markets licence regime), in terms of both the admission criteria and business conduct requirements that are in place to

1 MAS Consults on Streamlined Regulatory Framework for Fund Managers — https://www.mas.gov.sg/news/media-
releases/2023/mas-consults-on-streamlined-regulatory-framework-for-fund-managers.
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safeguard investors and the business models and risk profiles of each regime.2 MAS also notes that many former RFMCs have

already transitioned to an A/l LFMC to reflect the growth of their businesses.

Below is an extract from Table 1 of the consultation paper, which sets out an overview comparing key aspects of the RFMC regime

against the A/l LFMC regime, as it currently stands.

A/ILFMC RFMC
Financial requirements
Base capital requirement 55250,000
Risk-based capital requirement Financial resources at least
120% of total risk Mot applicable

requirement

Reporting frequency for financial returns Quarterly Annual

Staffing and ownership

Minimum number of directors, 2 directors (at least one with an executive role), 2
representatives and relevant professionals representatives and 2 relevant professionals

Competency of CED, directors and relevant | At least 5 years of relevant experience, including managerial
professionals experience for CEQ and directors

Appointment of CEQ, directors and

. X Ex-ante approval required Ex-post notification
representatives, and changes in controllers

Business duct and audit

Risk management, internal controls and

e . K Adequate and effective arrangements required at all times
mitigation of conflicts of interest

Adequate and effective arrangements required at all times,

Compliance and internal audit - L
P commensurate with nature and scale of activities

Custody and valuation of assets Required to be conducted independently
External audit Annual independent audit required
Fees

o 551,000 plus
Application fee . None

55200 per representative
554,000 plus

Annual fee P 551,000

$5200 per representative

In summary, RFMCs that successfully transition to the A/l LFMC regime will no longer be subject to any limits on the number of
investors. However, they will similarly only be permitted to conduct fund management for accredited and institutional investors.
RFMCs will also be subject to ongoing risk-based capital requirements and more onerous periodic and ad hoc filing requirements,

as currently applicable to A/l LFMCs.

Importantly, MAS intends to continue to restrict RFMCs to managing not more than SGD 250 million of assets under management
(by way of imposing licence conditions). Those that wish to manage more than SGD 250 million of assets under management will
need to engage MAS to review the licence condition. MAS may also impose additional conditions or requirements on a case -by-

case basis, in order to address unique risks posed by a particular FMC.

These requirements will apply similarly to new A/l LFMCs that may have qualified as RFMCs if not for the Repeal.

Proposed process for RFMCs applying to become A/l LFMCS

2 MAS Consults on Streamlined Regulatory Framework for Fund Managers — https://www.mas.gov.sg/news/media-
releases/2023/mas-consults-on-streamlined-regulatory-framework-for-fund-managers.
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To continue carrying on fund management activities after the RFMC has been repealed, an existing RFMC must apply for and be
granted a CMS licence for fund management prior to the Repeal. MAS will announce the window during which RFMCs must submit
their applications for a CMS licence, which will have to be made in a prescribed form as set out in the consultation paper (Form
1AR).

RFMCs that fail to submit the licence application by the prescribed deadline or obtain the CMS licence before the Repeal date will
not be able to continue their fund management business.

MAS will only grant a CMS licence to RFMCs that have: (i) carried on business in fund management activities in the six months
immediately preceding the submission of the application form (Form 1AR); and (ii) submitted Form 1AR by the final submission date
during the submission window. The only documents to accompany Form 1AR are: (i) a copy of the RFMC's declaration (when
submitting the application electronically); and (ii) a written undertaking to MAS. Unlike the usual application process for A/l LFMC
applicants, it appears that Form 3A and Form 11 will not be required. Instead, exempt representatives will be transitioned into
appointed representatives and a "fit and proper" declaration will be made upon submission of Form 1AR. There will be no licence
application fee or a fee for the notification of existing representatives. However, annual licence and representative registration fees

will apply after the licence is issued (which will be pro-rated in the first year).

Proposed transitional arrangements for other filing requirements

The consultation paper sets out the expectations regarding other reporting requirements that span the Repeal date, specifically
regarding changes that take place before the Repeal date, and the submission of annual regulatory returns for the financial year

ending before the Repeal date. An overview of these expectations is set out in the diagrams below, extracted from the consultation

paper.
Diagram 1 — Reporting of changes in particulars
Changes in Particulars
@ Repeal of RFMC regime (T-date)

RFMCs become AfI LFMCs

For changes made before T-date, For changes on or after T-date, A/l LFMC

o RFMC requirements and applicable o requirementsapply

regulatory deadlines continue to Treatment depends on nature of changes, e.g.:

apply through T-date, i.e., notify MAS Seek prior approval for appointment of

wvia Form 23A within 14 days of change directors via Form 11

*  Motify new representative appointments
wia Form 34
Diagram 2 — Submission of periodic regulatory returns
Periodic Regulatory Returns
©® Repeal of RFMC regime (T-date)
RFMCs become AfI LFMCs
If FYE is before T-date, RFMC requirements and If FYE or quarter ended is on or after T-date,
o applicable regulatory deadlines continue to apply @ A/ILFMC requirements apply
through T-date, i.e., submit: Submit relevant forms (i.e. Forms 1 to & under
Form 25A within 1 month of FYE; and the SF{FMR)R)
Farm 258 within 5 months of FYE
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Key dates

MAS is to provide further information in respect of the timeline, but the key dates so far are as follows:
e 24 October 2023 — consultation on proposed transitional arrangements opened
e 31 December 2023 — consultation on proposed transitional arrangements closes

e 1 January 2024 — MAS proposes to stop accepting new RFMC applications

If you have any feedback or questions, please let us know.

The above is not intended to be exhaustive or to constitute legal advice.

R A

Contact information

Stephanie Magnus Eunice Tan Ying Yi Liew
Principal Principal Local Principal
stephanie.magnus@bakermckenzie.com eunice.tan@bakermckenzie.com yingyi.liew @bakermckenzie.com

© 2023 Baker & McKenzie. Ownership: This site ("Site") is a proprietary resource owned exclusively by Baker McKenzie (meaning Baker & McKenzie International and its member firms, including
Baker & McKenzie LLP). Use of this Site does not of itself create a contractual relationship, nor any attorney/client relationship, between Baker McKenzie and any person. Non-reliance and
exclusion: All information on this Site is of general comment and for informational purposes only and may not reflect the most current legal and regulatory developments. All summaries of the laws,
regulation and practice are subject to change. The information on this Site is not offered as legal or any other advice on any particular matter, whether it be legal, procedural or otherwise. It is not
intended to be a substitute for reference to (and compliance with) the detailed provisions of applicable laws, rules, regulations or forms. Legal advice should always be sought before taking any
action or refraining from taking any action based on any information provided in this Site. Baker McKenzie, the editors and the contributing authors do not guarantee the accuracy of the contents and
expressly disclaim any and all liability to any person in respect of the consequences of anything done or permitted to be done or omitted to be done wholly or partly in reliance upon the whole or any
part of the contents of this Site. Attorney Advertising: This Site may qualify as "Attorney Advertising" requiring notice in some jurisdictions. To the extent that this Site may qualify as Attorney
Advertising, PRIOR RESULTS DO NOT GUARANTEE A SIMILAR OUTCOME. All rights reserved. The content of this Site is protected under international copy right conventions. Reproduction of

the content of this Site without express written authorisation is strictly prohibited

Baker
MCKenZ|e © 2023 Baker & McKenzie | 4


mailto:stephanie.magnus@bakermckenzie.com
mailto:eunice.tan@bakermckenzie.com
mailto:yingyi.liew@bakermckenzie.com
http://www.linkedin.com/company/baker-&-mckenzie?trk=cp_followed_name_baker-%26-mckenzie
https://twitter.com/bakermckenzie
https://www.facebook.com/officialbakermckenzie?fref=ts

