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1 The Star, Singapore will help crypto firms set up local bank accounts, October 10, 2018,
https://www.thestar.com.my/business/business-news/2018/10/10/singapore-will-help-crypto-firms-set-up-local-bank-accounts.
12 Such as Project Ubin launched in 2016 and Project Orchid launched in 2021.

13 Nikkei, Crypto entrepreneurs find Singapore is not so hospitable after all, December 20, 2021,
https://asia.nikkei.com/Spotlight/Market-Spotlight/Crypto-entrepreneurs-find-Singapore-is-not-so-hospitable-after-all

14 Consultation Paper on the New Omnibus Act for the Financial Sector para. 3.4.
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1. Does a NFT marketplace operator require to obtain a license in Singapore?

Payment Service licence

The Payment Services Act (PSA) which came into effect in January 2020 regulates traditional as well as
cryptocurrencies payments and exchanges. Any institutions providing digital payment token services are now
required to obtain a licence under the PSA.®®

Digital payment token is defined under PSA as any
digital representation of value that is intended to serve
as medium of exchange or as a payment for goods or
services among people. Cyptocurrencies like Bitcoin
and Ethereum fall within the definition of digital
payment token under the PSA. Any institutions dealing
in or facilitating as exchanges for those cryptocurencies
are required to obtain a licence under the PSA.

However, because of the non-fungible feature, NFT is
generally not considered as a medium of exchange.
Therefore, it is unlikely to be classified as digital payment token under the PSA. As a result, a NFT marketplace
operator may not be regulated nor be a required to obtain licence under the PSA.

Approved exchange and capital market services licence

A person who establishes or operates a trading platform in Singapore in relation to digital tokens which
constitutes securities, derivatives contracts or units in Collective Investment Scheme may be operating an
organised market.® An organised market operator must either be approved by Monetary Authority of
Singapore (MAS) as an approved exchange'’, recognised by MAS as a recognised market operator'® or obtain
exemption from MAS?® under the Securities and Futures Act (SFA).

A NFT may constitute a security when it exhibits the characteristics of securities, such as representing a
beneficial ownership interest in a corporation. If so, the marketplace dealing in transactions of that kind of
NFT may deem to be operating an organised under the SFA and therefore require to obtain an approval as an
exchange, a licence, or an exemption from MAS.

In addition, fractionalised NFT may fall under the category of Collective Investment Scheme as defined in the
SFA, because (i) the market participants of these kind of NFTs do not have control over the underlying property
of the NFT; (ii) contributions of the participants are pooled; and (iii) the purpose of such arrangement is to
enable participants to earn a profit. Marketplaces which deal in fractionalised NFT may then be considered an
organised market and thus need to observe the licensing regime as set out under the SFA.?°

Proposed Omnibus Act

In July 2020, MAS proposed the New Omnibus Act to introduce enhanced anti-money laundering standards
as well as an expanded power in MAS to impose regulations and orders over virtual asset service providers
(VASPs). Such an introduction is in line with the continuous efforts to mitigate financial crimes as coordinated
by the Financial Action Task Force (FATF), the global money laundering and terrorist financing watchdog.

15 Payment Services Act Section 5 & 6.

16 part | of the First Schedule to the Securities and Futures Act.
17 Securities and Futures Act Section 7 & 8.

18 |bid.

19 Securities and Futures Act Section 14(1) & (2).

20 Securities and Futures Act Section 2(1).



According to the proposed Act, MAS intends to create a new class of financial institution, namely, “Digital
Token Service Providers” (“DT Service Providers”). Digital token service includes inducing any person to
enter into any agreement for or with a view to buying or selling any DTs in exchange for any money or any
other DTs. A NFT marketplace operator is likely to be qualified as a DT Service Provider under such
definition.?! If the marketplace operator is established in Singapore, it may then be required to fulfil the
regulatory and licensing regime under the proposed Act upon its enactment.

2. What are the anti-money laundering requirements for NFT businesses in Singapore?

In general

According to the Corruption, Drug Trafficking and Other Serious Crimes (Confiscation of Benefits) Act, a
person has an obligation to report suspected money laundering transactions as soon as practicable with the
Suspicious Transaction Reporting Office, which is established by the Singapore Police Force.??

As for counter-terrorist financing, a person shall disclose immediately to the police any possession or custody
of any property belonging to any terrorist, or any information about transactions related to that, under the
Terrorism (Suppression of Financing) Act.?®

Payment Services Act

The PSA contains AML/CFT provisions to prevent the commission of financial crimes among digital payment
token service providers. A separate notice has released by MAS which required the holders of the payment
service licence to set up robust controls to detect and prefect money laundering and terrorism financing.?*
However, as noted above, as NFT marketplace is unlikely to be classified as digital payment token service
providers under the PSA, the AML guidelines issued under PSA may not have an effect on NFT marketplace
operators in Singapore.

Proposed Omnibus Act

Under the proposed Omnibus Act, MAS intends to align the AML requirements of all DT Service Providers
with the requirements imposed on the holders of the Payment Service Licence under PAS. If the proposed Act
is put in place, NFT marketplace operator is likely to be required to implement AML/CFT measures, just as
other licensed cryptocurrencies service providers. Such AML measures generally include carrying out proper
customer due diligence, conduct regular account reviews, and report suspicious transactions.

3. Looking forward, what are the challenges for an NFT marketplace operator looking to establish its
business in Singapore?

Singapore have demonstrated an open attitude towards cryptocurrencies-related business. For instance, in
2018, MAS agreed to help cryptocurrency firm to set up local bank accounts in order for them to set up an
establishment in Singapore.? The government also recognises the potential economic and social benefits that
the blockchain technology may bring about. Indeed, MAS is keen on experimenting these innovative
technologies and have launched several projects in recent years?.

However, as the Singapore government deepens its understanding in the technology over years, they further
appreciate the risks associated with the cryptocurrencies-related industries and have been strengthening the
regulatory forces over it. According to the latest figures from regulators, there were more than 100 of the
around 170 crypto service provider business that applied for payment service licences under PAS have been
turned down or withdrawn their applications. The reason for those applicants to fail was mainly due to the lack
capacity or infrastructure to meet the high compliance standards set out by the financial regulator to deter

2 particularly, Consultation Paper on the New Omnibus Act for the Financial Sector para. 3.12 (c).

22 Corruption, Drug Trafficking and Other Serious Crimes (Confiscation of Benefits) Act section 45.

2 Terrorism (Suppression of Financing) Act section 8.

24 Notice PSNO2 Prevention of Money Laundering and Countering the Financing of Terrorism — Digital Payment Token Service.
2 The Star, Singapore will help crypto firms set up local bank accounts, October 10, 2018,
https://www.thestar.com.my/business/business-news/2018/10/10/singapore-will-help-crypto-firms-set-up-local-bank-accounts.
26 Such as Project Ubin launched in 2016 and Project Orchid launched in 2021.
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money laundering and financing of terrorism.?’ This indicates that MAS has adopted a prudent approach in
monitoring the risk of the crypto sector. MAS would select providers that can operating at very high standards.

NFT marketplace service providers who wish to establish an office in Singapore may want to subject
themselves to the underlying AML requirements issued by MAS in order to obtain local bank access.
Moreover, as the regulator is catching up quickly, it is anticipated that the regulations for all players in the
crypto sector will eventually align with the global standards as set out by the FATF. Singapore-established
NFT marketplace may need to observe Singapore standards when they conduct their business overseas.?®
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