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In this

Update

The Financial Services and
Markets Act 2022
(Commencement) Notification
2025 (“FSMA
Commencement
Notification”) was published
on 30 May 2025. The FSMA
Commencement Notification
provides that Part 9 and
sections 183(b) and (c) and 214
of, and the First and Second
Schedules to, the Financial
Services and Markets Act 2022
(“FSMA”, and such provisions,
collectively, the “DTSP
Provisions”) come into

operation on 30 June 2025.

Part 1 of this Update focused on
the FSMA new licensing regime
for Digital Token Service
Providers (“DTSPs”) issued
under the FSMA. In this Part 2,
we discuss the implications for
existing Payment Services Act
2019 (“PS Act”) licensees and
entities operating under
relevant exemptions.
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OVERVIEW OF THE FSMA

As discussed in Part 1 (link) generally, the FSMA requires that any
individual who, carries on a business of providing Digital Token (“DT”)
services outside of Singapore from a place of business in Singapore,
to hold a license. However, entities required to be licensed and/or
exempted from licensing pursuant to the Securities and Futures Act
2001 (“SFA”), Financial Advisers Act 2001 (“FAA”) and the Payment
Services Act (“PS Act”), amongst others, need not apply for and/or
obtain a DTSP license, in respect of activities for which they are
already licensed and/or exempted under the SFA, FAA or PS Act
respectively.

FREQUENTLY ASKED QUESTIONS (FAQs)

1. Does a PS Act entity need to comply with the FSMA?

The FSMA aims for the alignment of requirements imposed on the
various entities within the purview of the MAS, such as DPT service
providers regulated under the PS Act as well as DTSPs under the
FSMA. The FSMA also seeks to consolidate the various powers
vested in the MAS so as to enhance regulatory effectiveness.

Due to the consolidation of powers, various entities offering DT
services, such as exchanges, market makers and custodians
mentioned above, may now be subject to the FSMA. This includes the
need to comply with Technology Risk Management (“TRM”)
requirements, or that the entity may be subject to POs issued by the
MAS.

However, this does not mean that a separate license under the FSMA
necessarily needs to be obtained. We elaborate on this in Q2 below.

2. Does this FSMA update mean that my company needs to
obtain alicense?

Pursuant to the FSMA, the following entities need not apply for a
license under the FSMA:

(a) Entities require to be licensed, approved or recognition under the
SFA

(b) Entities exempted from licensing, approval or recognition under
the SFA

(c) Entities required to be licensed under the FAA

(d) Entities exempted from licensing under the FAA
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(e) Entities required to be licensed under the PS Act
(f) Entities exempted from licensing under the PS Act

(g) Any entity specified in the Second Schedule of the FSMA (e.g. any
public statutory corporation established in Singapore)

(h) Any entity that belongs to a prescribed class of persons,

in respect of activities for which they are already licensed and/or
exempted under the SFA, FAA or PS Act respectively.

Following from the above, any company that currently possesses a
license under the SFA, FAA and PS Act will not be required to apply
for and obtain a separate license under the FSMA in respect of
activities for which they are already licensed and/or exempted under
the SFA, FAA or PS Act respectively.

3. lhave a PS Act license. Does it mean that | now need a FSMA
DTSP license for my overseas customers?

No, a regulated PS Act entity operates pursuant to its existing PS Act
license, which covers regulated activities managed and operated out
of Singapore for both local and foreign customers.

4. Does the FSMA expand its scope to now cover entities that
offer cryptocurrency derivatives?

The FSMA defines a DT to mean a (i) DPT or a (ii) digital
representation of a capital markets product which can be transferred,
stored or traded electronically and satisfies such other characteristics
as may be prescribed.

The PS Act generally regulates payment services including DPT
services as well as merchant acquisition, account issuance and more.
As such, cryptocurrency derivatives, which are akin to investment
products, are not within the ambit of the PS Act, which generally
concerns service providers.

The SFA, which regulates capital markets products, such as
securities, futures contracts, collectives investment schemes and
more. In May 2020, the MAS published its response to feedback
received from in relation to derivative contracts on payment tokens
(i.e. cryptocurrency derivatives). The MAS clarified that cryptocurrency
derivatives traded on approved exchanges can be regulated under the
SFA, but cryptocurrency derivatives offered by overseas or
unregulated platforms did not fall within the purview of the SFA.
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Additionally, in August 2023, the MAS introduced a regulatory
framework in relation to single-currency stablecoins (“SCS”). The SCS
regulatory framework applies to stablecoins pegged to a single
currency that is the Singapore Dollar or any G10 currency and issued
solely out of Singapore. The issuers of such SCS will also be subject
to additional requirements, such as maintaining minimum base capital,
having their reserve assets subject to audit, and must provide
appropriate disclosures to users.

Following from the above, it must be noted that non-SCS stablecoins
are likely to be considered a DPT (and thus subject to regulation under
the PS Act). For the avoidance of doubt, where the underlying asset of
a derivative is a stablecoin, the derivative may constitute a capital
market product.

In summary, cryptocurrency derivatives generally fall outside the
scope of the FSMA, but may be subject to the PS Act and/or the SFA
if stablecoins are the underlying asset of the derivative.

KEY HIGHLIGHTS PERTAINING TO
EXISTING PS ACT LICENSEES

1. The FSMA harmonises and expands the power of the MAS to
issue POs

Previously, the MAS only could issue POs to certain specified persons
under the FAA, SFA and the Insurance Act, such as trading
representatives and/or insurance agents. The FSMA broadens the
categories of persons who may be subject to POs, and widens the
scope of activities for which the POs may be issued

2. The FSMA consolidates existing TRM requirements such that
any financial institutions and/or class of financial institutions
is subject to the TRM requirements. This also illustrates the
expectations that PS Act licenses are likely to be subject to.

The FSMA increases the potential financial penalty for a breach of a
TRM requirement to S$1 million per breach. The FSMA also
empowers the MAS to take other supervisory actions, such as
requiring additional regulatory capital to be set aside until adequate
TRM measures have been implemented.

3. The MAS has elaborated on the audit requirements applicable
to DTSPs pursuant to the FSMA, which illustrates the
approach they are likely to take with respect to PS Act
licensees.
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Licensees are required to appoint an auditor to conduct an audit of the
transactions in relation to the DT services provided by the licensee,
and submit the audit report to MAS annually. It is further noted that the
audit report is directly taken into consideration as to whether the MAS
may exercise their powers to require an auditor expand the scope of
the audit and/or carry out further examinations.

CONCLUSION

The FSMA, as an omnibus legislation, undoubtedly applies to a
various individuals/entities engaged in various services. Importantly,
this also includes DTSPs operating from Singapore but providing DT
services outside of Singapore.

The FSMA consolidates and expands the powers conferred upon the
MAS, mitigating regulatory arbitrage while simultaneously providing
certainty to the entities caught within the ambit of the FSMA, be it a PS
Act licensee or SFA licensee, as it also harmonises the expectations
of the MAS on such licensees, be it in relation to TRM, audits, and/or
AML/CFT requirements.

We recognise that the evolving regulatory landscape under the FSMA
may present new challenges and require timely strategic responses,
particularly for entities providing digital token services across borders.
Drew & Napier has been at the forefront of these developments,
having advised a broad range of stakeholders on the implications of
the FSMA and patrticipated actively in industry consultations. We are
well-placed to assist clients in navigating the transitional framework,
assessing the extraterritorial impact of the FSMA, and ensuring timely
compliance with MAS expectations. Please feel free to reach out
should you require support in preparing for the FSMA licensing regime
or assessing how these changes affect your digital asset activities.
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