The first part of this article explores

the commercial law environment in
Singapore in the context of franchises.
The second part, which will be published
in the next issue, is an environment scan
of franchise-specific laws and practices
adopted in some other countries,
together with the rationale behind those
laws. The author believes that this
article would benefit both lawyers and
local SMEs in their understanding of the
fragmented world of franchise-specific
legal requirements, procedures, pitfalls
and more importantly, the business cost
of franchising before bringing the home-
grown brands to overseas markets,

as encouraged by the Singapore
government.' Given that this article is not
a policy paper, one may also consider it
an academic musing to appreciate the
issues that may arise if franchise-specific
legislation were to be introduced in
Singapore.
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in respect of a substantial pari of the goods or services in
ion. Such an ag will be by virue of
section 35 of tha Act, no prior decision by the CCS to that

effect being required.

Securities and Futures Act (Cap 289)

Previously, the p lon for of the public from
being misled mlo participating in any interest, defined by the
okd Companies Act as any right to paricipate in any profits,
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by casa basis.
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that if an investment scheme falls within the definition of interest
under the Act and an offer is made to the public for subscription
or purchase of thal interest, the company making such an offer
must issue a prospecius. A 1998 1o tha G

Act has clarified thal franchises are excluded from the ambit of
the then s107 of the Companies Act.

In 2001, these provisions were expored to the Securities and
Futures Act ("SFA"), amongst other things, to creale a new
regulatory regime for collective investment schemes. Division
& of Part IV of the Companies Act containing s 107 were then
* SFA specil states that a Is

from the definition of a collective investment scheme™ and,
therefore, the Code on Collective Investmenit Schemes
issued by the Monetary Authority of Singapore does not apply
to franchises. It is, therefore, clear thal it was inlended for
franchises to be unregulated by the new SFA.

Prime Minister Lee Hsien Loong (then Deputy Prime Minister)
clarified this in Pariament:

The public will be reminded time and again that the prima-
ry ibility for making i isi lies with
themselves and, over time, they will be able to leam 1o be
able 1o look out for their own interest. There is no allerma-
tive. We have to shift. We cannot go on the basis that the
regulator, or MAS, or the Exchange will make sure that ev-
ery investmen! is sale and sure to make money, If you want
to invest, you have lo make your own judgement, find out
your own information and make your own decisions.™
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