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Sea-change in Singapore's Funds Industry 
– the Birth of Variable Capital Companies 

Introduction 
 

On 14 January 2020, the Variable Capital Companies Act 2018 ("VCC Act") and its subsidiary legislation 

came into force to introduce a new legal framework for variable capital companies ("VCCs"). The VCC 

is a new corporate structure for investment funds vehicles, with the goal of achieving Singapore's drive 

to be an Asian hub for fund management and fund domiciliation. 

 

The Variable Capital Companies (Miscellaneous Amendments) Act ("VCCMA Act"), which seeks to 

amend the Income Tax Act, the Goods and Services Tax Act and the Stamp Duties Act to provide for 

the tax treatment for VCCs, partially came into force on 15 January 2020. The provisions in the VCCMA 

Act that will amend the insolvency provisions in the VCC Act have yet to come into force. 

 

This Client Update provides an overview of a VCC's features and compliance requirements with 

reference to the VCC Act, its subsidiary legislation, and the VCCMA Act. 

 

VCC Act 
 

Like a company, a VCC has shareholders and a board of directors. It can be a standalone or an umbrella 

structure with multiple sub-funds that have discrete portfolios of assets and liabilities. This enables a 

VCC to combine the advantage of a single legal entity at the umbrella VCC fund level, with segregation 

of assets and liabilities at the sub-fund level.  

 

A VCC has multiple advantages over prior corporate structures. VCCs will be permitted to use Singapore 

and international accounting standards in preparing financial statements to better meet the needs of 

global investors. Unlike traditional or alternative funds, its variable capital structure allows it to be either 

open-ended or closed-end, allowing investors the best of both worlds with regard to redemption and 

exit. VCCs are also not subject to restrictions on capital reduction, thereby enabling payment of 

dividends out of capital and not only out of their profits. Umbrella VCCs may additionally achieve cost 

efficiencies by using common service providers across the various sub-funds. 

 

VCCs are administered by the Accounting and Corporate Regulatory Authority ("ACRA") and must be 

managed by a fund manager regulated by the Monetary Authority of Singapore ("MAS"). They are 

required to comply with the anti-money laundering and countering the financing of terrorism 

requirements provided in the MAS Notice VCC-N01 on "Prevention of Money Laundering and 

Countering the Financing of Terrorism – Variable Capital Companies" which came into effect on 14 

January 2020.  
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VCCMA Act 
 

Aside from some technical amendments, the VCCMA Act touches on insolvency matters and tax 

treatment of VCCs. 

 

Tax treatment for VCCs 

 

The VCCMA Act amends the Income Tax Act, the Goods and Services Tax Act and the Stamp Duties 

Act to provide for the tax treatment for VCCs. Key features of the tax treatment are as follows: 

 

1. Corporate Income Tax ("CIT") treatment 

 

A VCC is treated as a company for CIT purposes. An umbrella VCC is only required to file a 

single CIT return with the Inland Revenue Authority of Singapore, regardless of the number of 

sub-funds it has. The chargeable income of an umbrella VCC will be the total of the chargeable 

income of each sub-fund. This is particularly useful for VCCs with multiple sub-funds as it helps 

to reduce the compliance burden on fund managers using VCCs. Deductions and allowances 

for expenses incurred by an umbrella VCC are applied at the sub-fund level to determine the 

sub-fund's chargeable income.  

 

2. Tax incentives for VCCs 

 

An umbrella VCC is also eligible for fund management tax incentives under sections 13R 

(Singapore Resident Fund Scheme) and 13X (Enhanced Tier Fund Scheme) of the Income Tax 

Act. By being treated as a single entity, these exemptions will be granted at the VCC level of 

which only a single application is required. These incentives provide tax exemption on qualifying 

investment income. 

 

Current withholding tax exemption for funds will also be extended to VCCs, subject to meeting 

of conditions under sections 13R and 13X of the Income Tax Act. To qualify, the conditions 

under both incentive schemes and their corresponding economic commitments will be applied 

on the umbrella VCC regardless of the number of sub-funds. For instance, the $200,000 annual 

business spending requirement will apply only at the umbrella VCC level regardless of the 

number of sub-funds. Similarly, the size of each sub-fund is irrelevant provided that the VCC as 

a whole satisfies the S$50 million minimum fund size requirement under 13X. 

 

Notably, the investment objective condition is also applicable to the funds in either incentive 

scheme. Once the fund has been approved, the investment objectives of the fund must remain 

the same (subject to exceptions and approval from the authorities). Further, where applicable, 

an umbrella VCC may enjoy the start-up or partial tax exemption regardless of the number of 

sub-funds under the umbrella VCC or the number of sub-funds that are subsequently added to 

the umbrella VCC. 
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3. Goods and services tax ("GST") treatment 

 

GST is applicable at the sub-fund level. GST accounting and registration have to be done 

separately by each sub-fund that is liable for GST registration because each sub-fund makes 

independent sale and purchase decisions based on its respective investment mandate. The 

GST-registered sub-fund is able to claim input tax incurred on its purchases, based on existing 

input tax recovery and attribution rules. Further, current GST remission for funds will be 

extended to VCCs. 

 

4. Stamp duty treatment 

 

Stamp duty is levied at the sub-fund level because each sub-fund may enter into contracts 

relating to the transfer of immovable property and shares. For example, stamp duty is levied on 

an instrument that transfers the interest in property and shares between sub-funds. This 

treatment considers sub-funds to be separate persons for stamp duty purposes and is in line 

with the principle that sub-funds have segregated assets and liabilities.  

 

Receivership and insolvency provisions for VCCs 

 

The VCC Act contains provisions on the receivership and winding up of VCCs and their sub-funds. 

These provisions are adapted from the Companies Act ("CA"). The Insolvency, Restructuring and 

Dissolution Act 2018 ("IRDA"), which has been passed by Parliament but has yet to come into force, 

will consolidate all personal and corporate insolvency and debt structuring laws under one statute. When 

the IRDA comes into force, the insolvency provisions of the CA will be repealed. 

 

The VCCMA Act will amend the VCC Act so that the insolvency framework for VCCs and their sub-funds 

will make reference to the relevant provisions of the IRDA. The receivership and insolvency provisions 

for VCCs in the VCCMA Act have not come into force. 

 

Subsidiary Legislation Issued under VCC Act 
 

A set of new regulations were issued under the VCC Act and came into force on 14 January 2020 to 

support the VCC Act. These regulations which are adapted from existing regulations under the 

Companies Act address both administrative and substantive matters. 

 

Apart from directions regarding the prescribed forms, the regulations extend to setting out factors for 

determining whether a person is a fit and proper person to act as a director of a VCC, the review of 

auditors' remuneration, details relating to the incorporation of a VCC, the registration of sub-funds and 

re-domiciliation to Singapore of foreign corporate entities as VCCs. Fund managers may incorporate 

new VCCs or re-domicile existing investment funds with comparable structures by transferring their 

registration to Singapore as VCCs via the online application form made available on ACRA's website 

here. 

 

 

http://www.vcc.bizfile.gov.sg/
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Model Constitutions and Guidelines 
 

The implementation of the VCC Regime is expected to attract new funds to set up in Singapore and 

facilitate the re-domiciliation of foreign funds. In order to reduce the time for incorporation of a new fund 

as a VCC and assist existing funds to re-domicile in Singapore as VCCs, the Singapore Academy of 

Law has developed two model VCC constitutions, one for a VCC structured as an open-ended fund and 

one for a closed-end fund. Arnold Tan of Rajah & Tann Singapore, Co-Head of the Funds and 

Investment Management Practice, participated in the drafting of the model constitutions and guidelines. 

 

The model constitutions may be found at the Singapore Law Watch website here. 

 

VCC Grant Scheme  
 

On 15 January 2020, MAS announced that it has launched a Variable Capital Companies Grant Scheme 

which will help defray costs involved in incorporating or registering a VCC by co-funding up to 70% of 

eligible expenses paid to Singapore-based service providers. The grant is capped at S$150,000 for 

each application, with a maximum of three VCCs per fund manager. The grant scheme will be funded 

by the Financial Sector Development Fund ("FSDF") and take effect from 15 January 2020 for a period 

of up to three years. Interested applicants can write to fsdf@mas.gov.sg for more information. 
 

Reference Materials 

 

For more information on the above developments, relevant materials are available via the following links: 

 

• MAS Home > Regulation > Notices > Notice VCC-N01 

• MOF Home > Newsroom > Notes > 2018 > Note by Second Minister for Finance, Indranee Rajah, 

on the Variable Capital Companies Bill 

• MOF Home > Newsroom > Notes > 2019 > Note by Second Minister for Finance, Indranee Rajah, 

on Variable Capital Companies (Miscellaneous Amendments) Bill 

• MAS Home > Publications > Consultation > 2019 > Response to Consultation Paper on the 

Proposed Framework for Variable Capital Companies Part 2 [regarding operational details of 

setting up and maintaining a VCC] 

• MAS Home > Publications > Consultation > 2019 > Response to Consultation Paper on the 

Proposed Framework for Variable Capital Companies Part 3 [regarding insolvency and winding 

up of VCCs and their sub-funds] 

• MAS Home > News > Media Releases > 2020 > MAS and ACRA Launch Variable Capital 

Companies Framework 

 

For further queries, please feel free to contact our team below. 
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Contacts 

   

     

  

Arnold Tan 
Co-head, Funds and 
Investment Management 
 
T +65 6232 0701 
 
arnold.tan@rajahtann.com 
 

 

  

Anne Yeo 
Co-head, Funds and 
Investment Management 
 
T +65 6232 0628 
 
anne.yeo@rajahtann.com 
 
 

   

   

  

Vikna Rajah 
Head, Tax and Trust, 
Private Wealth 
 
T +65 6232 0597 
 
vikna.rajah@rajahtann.com  
 
 

 

 

Sim Kwan Kiat 
Head, Restructuring & 
Insolvency 
 
T + 65 6232 0436 
 
kwan.kiat.sim@rajahtann.com 

   

     
Please feel free to also contact Knowledge and Risk Management at eOASIS@rajahtann.com 
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Our Regional Contacts 

  

Rajah & Tann Singapore LLP 

T  +65 6535 3600   

F  +65 6225 9630 

sg.rajahtannasia.com 

 

Christopher & Lee Ong 

T  +60 3 2273 1919    

F  +60 3 2273 8310 

www.christopherleeong.com  

  

 

R&T Sok & Heng Law Office 

T  +855 23 963 112 / 113    

F  +855 23 963 116 

kh.rajahtannasia.com 

 

Rajah & Tann NK Legal Myanmar Company Limited 

T  +95 1 9345 343 / +95 1 9345 346 

F  +95 1 9345 348 

mm.rajahtannasia.com 

  

 

Rajah & Tann Singapore LLP 

Shanghai Representative Office 

T  +86 21 6120 8818    

F  +86 21 6120 8820 

cn.rajahtannasia.com 

Gatmaytan Yap Patacsil Gutierrez & Protacio (C&G Law)  

T  +632 8894 0377 to 79 / +632 8894 4931 to 32  

F  +632 8552 1977 to 78 

www.cagatlaw.com 

  

 
Assegaf Hamzah & Partners 

 

Jakarta Office 

T  +62 21 2555 7800    

F  +62 21 2555 7899 

 

Surabaya Office 

T  +62 31 5116 4550    

F  +62 31 5116 4560 

www.ahp.co.id 

 

R&T Asia (Thailand) Limited 

T  +66 2 656 1991    

F  +66 2 656 0833 

th.rajahtannasia.com 

 

Rajah & Tann LCT Lawyers 

 

Ho Chi Minh City Office 

T  +84 28 3821 2382 / +84 28 3821 2673    

F  +84 28 3520 8206 

 

Hanoi Office 

T  +84 24 3267 6127    

F  +84 24 3267 6128 

www.rajahtannlct.com 

 

 

Rajah & Tann (Laos) Co., Ltd. 

T  +856 21 454 239    

F  +856 21 285 261 

la.rajahtannasia.com 

Member firms are constituted and regulated in accordance with local legal requirements and where regulations require, are 

independently owned and managed. Services are provided independently by each Member firm pursuant to the applicable terms 

of engagement between the Member firm and the client. 
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Our Regional Presence 

 

 
 
 
 

Rajah & Tann Singapore LLP is one of the largest full-service law firms in Singapore, providing high quality advice to an impressive list of clients.  
We place strong emphasis on promptness, accessibility and reliability in dealing with clients. At the same time, the firm strives towards a practical 
yet creative approach in dealing with business and commercial problems. As the Singapore member firm of the Lex Mundi Network, we are able to 
offer access to excellent legal expertise in more than 100 countries.  
 
Rajah & Tann Singapore LLP is part of Rajah & Tann Asia, a network of local law firms in Singapore, Cambodia, China, Indonesia, Lao PDR, 
Malaysia, Myanmar, the Philippines, Thailand and Vietnam. Our Asian network also includes regional desks focused on Japan and South Asia.    
 
The contents of this Update are owned by Rajah & Tann Singapore LLP and subject to copyright protection under the laws of Singapore and, through 
international treaties, other countries. No part of this Update may be reproduced, licensed, sold, published, transmitted, modified, adapted, publicly 
displayed, broadcast (including storage in any medium by electronic means whether or not transiently for any purpose save as permitted herein) 
without the prior written permission of Rajah & Tann Singapore LLP. 
 
Please note also that whilst the information in this Update is correct to the best of our knowledge and belief at the time of writing, it is only intended 
to provide a general guide to the subject matter and should not be treated as a substitute for specific professional advice for any particular course 
of action as such information may not suit your specific business and operational requirements. It is to your advantage to seek legal advice for your 
specific situation. In this regard, you may call the lawyer you normally deal with in Rajah & Tann Singapore LLP or e-mail Knowledge & Risk 
Management at eOASIS@rajahtann.com. 

 


