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SAFTs and token warrants

Most launches are preceded by private rounds in which investors pay now for
tokens to be delivered later. The Simple Agreement for Future Tokens (SAFT) is a
contract under which the investor pays a price and receives a right to tokens on the
token generation event, at a discount to the public price. The token warrant is
attached to an equity investment in the operating company and gives the investor
the right to receive a proportion of the tokens allocated to the company or to the
founders. Under FINMA's guidelines, the SAFT is itself an asset token if it is
standardised and suitable for mass trading, because it is a claim to receive tokens.
The issuer of such claims to more than a handful of investors is issuing securities.!
The practical consequence is that SAFTs are drafted as bespoke, non-transferable
agreements with individually negotiated terms, which takes them outside the
securities definition under Art. 2 lit. b FinSA, and are offered only to professional
clients or under the exemptions of Art. 36 FinSA.2
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In Singapore a SAFT is a contract for the future delivery of a token, and whether it
is a capital markets product depends on whether the token is one. A SAFT for a
utility token is an ordinary contract. A SAFT for a security token is an offer of a
security and needs a prospectus unless an exemption applies. The exemptions are
the small-offer exemption up to S$ 5 million in twelve months, the private
placement to no more than fifty persons in twelve months and the offers to
institutional and accredited investors.? Each exemption carries advertising
restrictions, so the SAFT round cannot be marketed on social media even where no

prospectus is needed.

The tax treatment of a SAFT is deferred until delivery. Switzerland treats the
advance payment as a liability of the issuer until the tokens are delivered, at which
point the issuer recognises revenue or, if the foundation is tax-exempt, nothing.*
Singapore follows the same logic for a utility-token SAFT and treats the proceeds as
income of the issuer when the tokens are delivered and the service obligation arises,

with the possibility of spreading the income over the service period.®

Equity with token rights

Venture investors increasingly take equity in the operating company together with a
token warrant. The structure gives them two exposures and the founders two sets of
obligations. The warrant should state the proportion of tokens, the source (company
allocation or founder allocation), the vesting, the lock-up and the treatment if the
token is never launched. Two pitfalls recur. A warrant that gives the investor tokens
from the foundation's allocation makes the foundation an issuer to the investor and
undermines the foundation's independence. The tokens should come from the
company's allocation. A warrant granted for no separate consideration is a
derivative for Swiss purposes if it is standardised, so the same analysis as for SAFTs
applies.
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Example

A Zug AG raises CHF 4 million from six venture funds at a CHF 20 million pre-
money valuation. Each investor receives shares and a token warrant entitling it to a
share of the AG's 15 per cent token allocation proportional to its equity stake,
vesting over the same schedule as the team's tokens with a twelve-month cliff from
the token generation event. The warrants are individually negotiated, non-
transferable and offered to six professional clients, so no prospectus is required
under FinSA and the warrants are outside the securities definition. The AG records
the warrant as a contingent obligation. On the token generation event the AG
delivers the tokens to the investors from its allocation and recognises no revenue
because the consideration was received as equity. The investors hold tokens subject
to lock-up. The Singapore subsidiary is not involved and no SFA question arises
because the investors are in Europe.

Notes

1. FINMA, ICO Guidelines of 16 February 2018, section 3.2.1 (pre-financing and
pre-sale: claims to acquire tokens treated as asset tokens, i.e. securities, if

standardised and suitable for mass standardised trading). <

2. Financial Services Act of 15 June 2018 (FinSA; FIDLEG), SR 950.1, Art. 2 lit. b
(securities: standardised certificated or uncertificated securities, derivatives
and intermediated securities suitable for mass trading) and Art. 36 para. 1
(prospectus exemptions: professional clients; fewer than 500 investors;
minimum of CHF 100,000 per investor; minimum denomination of CHF
100,000; total offer below CHF 8 million over twelve months). <

3. Securities and Futures Act 2001, ss. 272A (small personal offers: S$ 5 million
in twelve months), 272B (private placement: no more than 50 persons in
twelve months), 274 (institutional investors) and 275 (accredited investors
and others; minimum consideration of S$ 200,000 under s. 275(1A)). Part K,
Chapter [V. <
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4. FTA working paper on cryptocurrencies and ICOs/ITOs, section on the
accounting treatment of advance payments for tokens (liability until delivery;

revenue recognition on delivery). Part G, Chapter IV. €

5. IRAS e-Tax Guide, "Income Tax Treatment of Digital Tokens", section 9 (ICO

proceeds; utility tokens as deferred revenue; security tokens as capital). <

Disclaimer

This article is provided for general information only. It is based on publicly available sources as at its
date of publication. These sources have not been independently verified against licences, regulatory
registers or the records of the entities concerned. It is not legal, tax, financial or investment advice.
Nor is it a recommendation to invest in, transact with or use the services of any entity mentioned.
Law and regulation change frequently, so the content may be incomplete or outdated. To the fullest
extent permitted by law, Dr Alexander Ressos and the publisher of SingaporelQ exclude all liability
for loss or damage arising from the use of or reliance on this article. Readers should obtain advice on
their specific circumstances before acting or refraining from action.

Names and trademarks of the entities discussed belong to their owners and are used for identification
only. Their mention implies no endorsement, affiliation or allegation of wrongdoing. All Singapore
law advice is provided by a duly licensed and regulated firm of Singapore advocates and solicitors
only on the basis of an express written letter of engagement. Corrections and updates:
contact@ressos.com.

© 2026 Dr Alexander Ressos. This article may be quoted with attribution to SingaporelQ
(SingaporelQ.com). Reproduction in full and any commercial use require prior written consent. The
Legal Terms at https://singaporeiq.com/legal-terms apply.
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