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The Situation: The Monetary Authority of Singapore ("MAS") has introduced a new simplified regulatory
regime for managers ("VC Managers") of venture capital funds ("VC Funds").

The Impact: The new regime has simplified and shortened the authorization process and ongoing
obligations for VC Managers. The regime recognizes the lower risks posed by VC Managers and VC
Funds given their business model and sophisticated investor base and is designed to enhance the
operating environment for VC Managers and VC Funds to play a greater role in supporting start-up and
growth stage businesses in Singapore.

On October 20, 2017, the MAS introduced a new regulatory regime that has simplified and shortened the
authorization process and ongoing reporting and compliance obligations for VC Managers. Prior to its
introduction, VC Managers in Singapore were subject to the same regulatory framework as other
licensed fund management companies.

What is a Venture Capital Fund?
To qualify for the regime, a VC Manager must solely manage VC Funds with the following
characteristics:

e Invest solely in business ventures that are not listed on a securities exchange;
e Invest:

» at least 80 percent of committed capital in securities that are directly issued by unlisted businesses
that are no more than 10 years old at the time of initial investment; and

e not more than 20 percent of committed capital in securities of other unlisted business ventures
(i.e., such ventures may be more than 10 years old, and the investment may be made indirectly in
the venture in the secondary market);

e The VC Funds must be "closed-ended" (i.e., units of the VC Funds must not be available for new
subscription after the close of fund-raising, and they must be capable of being redeemed only at the end
of the life of the VC Funds); and

* Units of the VC Funds must be offered only to accredited and/or institutional investors, as defined in the
Securities and Futures Act, Chapter 289 of Singapore ("SFA").

The regime does not impose restrictions on: (i) the aggregate VC Fund size; (ii) the size of individual
investments; (iii) the domicile of the VC Fund; or (iv) the use of leverage by the VC Fund. Accordingly,
private equity managers will not be precluded from operating under the regime, as long as their VC
Funds meet the criteria set out above. However, as only accredited and institutional investors may be
offered units in such VC Funds, a manager of venture capital funds that permits employees (who are not
accredited investors) to invest in such venture capital funds will not qualify for the regime.

VC Managers will not be subject to the same competency,
“ capital, and ongoing business conduct requirements to which ,,
other licensed fund management companies are subject.

What are the Admission and Ongoing Requirements for VC Managers?
VC Managers will be required to:

e Have a permanent office in Singapore;
e Obtain a capital markets services ("CMS") license as a Venture Capital Fund Manager (see below);

» Satisfy the MAS's Fit and Proper Criteria with respect to its shareholders, directors, representatives,
and employees;

« Disclose to investors that it is not subject to all of the regulatory requirements imposed on other
licensed fund management companies; and
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* Satisfy the existing anti-money laundering safeguards under the SFA.

In comparison to other fund management companies that are required to obtain a CMS license for their
activities, to obtain a CMS license as a Venture Capital Fund Manager, VC Managers will not be required
to have directors (and representatives) with at least five years of relevant experience in fund
management. VC Managers also will not be subject to the same competency, capital, and ongoing
business conduct requirements to which other licensed fund management companies are subject,
including in relation to independent valuation, compliance capability, internal audit, risk management,
custody of assets, conflicts of interest, and independent annual audit.

What Are the Next Steps?

New VC Managers may apply for a capital markets services license to operate as a VC Manager by
submitting an "Application for a CMS license to operate as a Venture Capital Fund Manager" ("Form 1V")
along with relevant supporting documents. Existing licensed fund management companies do not need to
undergo a new licensing process and only need to notify MAS of their intention to change their status to a
VC Manager by filing a Form 1V.
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