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Changes to Legislation and CIS Code to 
Operationalise Retail VCC Offerings      

Background  
 

On 14 January 2020, the Variable Capital Companies Act 2018 (the "VCC Act"), which provides the 

legislative framework for the incorporation, operation and regulation of a new Singapore investment 

funds vehicle known as the variable capital company ("VCC"), came into operation. 

 

Various accompanying amendments were made to applicable existing legislation and new regulations 

were promulgated to provide the operational framework to implement the VCC Act. Details relating to 

these changes and developments may be found in our previous Client Update sent in January 2020 

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

 

Following the introduction of the VCC framework, the Monetary Authority of Singapore ("MAS") has 

recently taken the next step to operationalise the VCC framework in relation to the offering of collective 

investment schemes ("CISs") constituted as VCCs or sub-funds thereof to retail investors in Singapore.  

 

Most notably, on 13 March 2020, the MAS issued revisions to the Code on Collective Investment 

Schemes ("CIS Code"), while the Securities and Futures (Offers of Investments) (Collective Investment 

Schemes) (Amendment No. 2) Regulations 2020 (which amends the Securities and Futures (Offers of 

Investments) (Collective Investment Schemes) Regulations 2005 ("SFR(CIS)")) came into force on 16 

March 2020.  

 

This Client Update outlines the key points to note in respect of these recent regulatory changes that are 

applicable to offers of CISs constituted as VCCs or sub-funds thereof to retail investors in Singapore.  

 

(1) Key Amendments to SFR(CIS) and CIS Code in Relation to VCCs  
 

Amendments were made to the SFR(CIS) and the CIS Code to operationalise the VCC framework in 

relation to the offering of VCCs or sub-funds thereof to Singapore retail investors. The amendments 

generally reflect the MAS' policy intent to ensure comparable treatment of the existing framework 

governing the offer of authorised CISs constituted as unit trusts ("Authorised UTs") in Singapore, and 

applying this regulatory policy intent to collective investment schemes constituted as VCCs or sub-funds 

thereof to retail investors in Singapore.  

 

A summary of the key amendments is set out below.  

 

 

https://eoasis.rajahtann.com/eoasis/gn/at.asp?pdf=../lu/pdf/2020_01_Commencement_VCC_Act.pdf&module=LU&topic=LU0012903&sec=b
https://www.linkedin.com/company/rajah-&-tann
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(i)  Operational requirements applicable to VCC custodians  

 

To ensure that Singapore investors of authorised CISs constituted as VCCs or sub-funds (for the 

purpose of this Client Update collectively referred to as "Authorised VCCs") are accorded protection 

comparable to that of investors in Authorised UTs, the MAS requires Authorised VCCs to, among other 

things, appoint a custodian that is a trustee approved under section 289 of the Securities and Futures 

Act (Cap. 289) ("SFA").  

 

The SFR(CIS) and the CIS Code provide details of the operational requirements for such custodians 

("VCC custodians"). These operational requirements are codified under Division 2A of the SFR(CIS) 

and Chapter 2A of the CIS Code and bear some similarity to the operational requirements that are 

applicable to approved trustees.  

 

It is noted that there are the following requirements which apply specifically to VCC custodians.  

 

One area of distinction that should be noted is that whilst the duty on the part of the approved trustee 

(with respect to Authorised UTs) is to notify the MAS of the contravention of any legal or regulatory 

requirement applicable to the manager in relation to the Authorised UT no later than 3 business days 

after the approved trustee becomes aware of the contravention, in light that a VCC custodian may have 

limited oversight of a VCC's operations, the corresponding provision for the VCC custodians obliges the 

VCC custodian to so notify the MAS no later than 3 business days after it becomes so aware if, in the 

course of discharging the functions or duties as a custodian, it becomes so aware.   

 

Other requirements applying specifically to VCC custodians include a restriction on VCC custodians 

reusing (i.e. the transferring or pledging) the property of an Authorised VCC, specific requirements 

governing the manner in which property of the Authorised VCC is to be custodised and maintaining and 

performing regular reconciliation of records of the Authorised VCC's property.  

 

The CIS Code also permits a VCC custodian to delegate its custody function to a third party subject to 

certain safeguards being met, including the requirement that the VCC custodian must have exercised 

all due skill, care and diligence in the selection and appointment of any such third party delegate and 

continues to exercise due skill, care and diligence in the periodic review and ongoing monitoring of such 

third party delegate.  

 

(ii) Managing conflicts of interests  

 

An independent director plays an important oversight role to ensure that decisions with respect to the 

VCC are made in the interests of the VCC shareholders as a whole.  

 

In this regard, the MAS has clarified in its Response to Feedback Received on the Consultation Paper 

on the Proposed Framework for Variable Capital Companies Parts 2 and 3 (issued on 13 March 2020) 

("Response to Feedback") that although the general duties of VCC directors would be the same for all 

VCC directors, an independent director of an Authorised VCC would additionally be expected to provide 
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objective oversight and judgment, and check-and-balance to non-independent directors in the best 

interests of participants.  

 

In this regard, Chapter 2A of the CIS Code now requires that at least one VCC director should be  

independent of:   

 

• any business relationships involving the Authorised VCC; 

• the manager of the Authorised VCC (the "VCC manager") and its related corporations; 

• the VCC custodian; and 

• the substantial shareholders in the Authorised VCC.  

 

As a further safeguard, the MAS has also clarified in the Response to Feedback that any delegation of 

directors' duties (including fiduciary duties) to other entities, is not permitted. 

  

Under the CIS Code, VCC directors are also required to avoid situations where conflicts of interest may 

arise, including any actual or potential conflicts that may arise between different parties, in respect of 

the Authorised VCC. Where conflicts of interest cannot be avoided, the Authorised VCC is required to 

have effective arrangements in place to manage such conflicts of interest. 

 

(iii) Mitigating cross-cell contagion risks  

 

To address the risks of cross-cell contagion among sub-funds of an umbrella VCC, safeguards (in 

addition to those prescribed under the VCC Act) have been built into the SFR(CIS) and CIS Code to 

ensure segregation of assets and liabilities across such sub-funds.  

 

For instance, under the CIS Code, Authorised VCCs may invest in assets located in jurisdictions that do 

not have a cellular structure only after taking reasonable measures to mitigate cross-cell contagion risk. 

MAS has further clarified that whether measures are considered reasonable will depend on the facts 

and circumstances of each case.  

 

In addition to the foregoing, the MAS has included a requirement in the SFR(CIS) to disclose in the 

prospectus of an Authorised VCC the risk that section 29 of the VCC Act (which relates to the 

segregation of assets and liabilities between sub-funds of an umbrella VCC) may not be applied in any 

legal or other proceedings before a court or other tribunal of a foreign country.  

 

(iv) Provisions to be included in a VCC Constitution  

 

The SFR(CIS) also sets out provisions that are required to be included in the constitution of an 

Authorised VCC (the "VCC Constitution"), in addition to those already prescribed under section 19(4) 

to (6) of the VCC Act. These are largely similar to the existing covenants and particulars which trust 

deeds of Authorised UTs are required to contain under the SFR(CIS).   
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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. 

 

(iv) Provisions to be included in contractual agreements between an Authorised VCC and its 

directors, the VCC manager and the VCC custodian  

 

The SFR(CIS) prescribes certain requirements for contractual agreements between an Authorised VCC 

and its directors, the VCC manager and the VCC custodian.   

 

A summary of the prescribed provisions for contractual agreements with the following parties is set out 

below. 

 

• Directors – Provisions that bind the directors to exercise all due diligence and vigilance in carrying 

out their functions and duties and in safeguarding the rights and interests of the participants. 

 

• VCC manager – Provisions that (i) bind the VCC manager to use its best endeavours to carry on 

and conduct the business of the Authorised VCC, and ensure that the business of the Authorised 

VCC is carried on and conducted, in a proper and efficient manner, (ii) relate to the handling of 

money received by the VCC manager which is payable to the Authorised VCC, (iii) relate to the 

retirement/removal/replacement/remuneration of the VCC manager and (iv) state the party to 

whom interest on monies held by the VCC manager pending payment to the Authorised VCC is 

to accrue. 

 

• VCC custodian – Provisions that (i) set out the custodian's duties to the participants and 

information as to the circumstances in which the scheme's property are vested in the VCC 

custodian, (ii) relate to the handling of money received by the VCC custodian which is payable to 

the Authorised VCC and (iii) relate to the retirement/removal/replacement/remuneration of the 

VCC custodian.  

 

(2) New Regulations under the VCC Act  
 

For information, the following regulations under the VCC Act also came into operation on 16 March 

2020:   

 

• Variable Capital Companies (Revision of Defective Financial Statements, or Consolidated 

Financial Statements or Balance Sheet) Regulations 2020 which sets out regulations in 

relation to the application of section 100 of the VCC Act and broadly sets out procedures relating 

to the preparation and submission of revised financial statements.  

 

https://www.singaporelawwatch.sg/About-Singapore-Law/VCC-Model-Constitutions
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• Variable Capital Companies (Prescribed Accounting Standards) Regulations 2020 which 

sets out the accounting standards to be used by the VCCs to prepare their financial statements 

under section 100(8)(b) of the VCC Act.  

 

Reference Materials  
 

The following legislation are available on the Singapore Statutes Online website 

(https://sso.agc.gov.sg):   

 

• Variable Capital Companies (Revision of Defective Financial Statements, or Consolidated Financial 

Statements or Balance Sheet) Regulations 2020  

• Variable Capital Companies (Prescribed Accounting Standards) Regulations 2020 

• SFR(CIS)   

 

The CIS Code and MAS Response Papers are available on MAS website (www.mas.gov.sg): 

 

• CIS Code published on 13 March 2020  

• MAS paper titled "Response to Feedback Received on Consultation Paper on Proposed Framework 

for VCC Parts 2 and 3" dated 13 March 2020 

• MAS paper titled "Response to Feedback on Proposed Framework for VCC Part 2" dated 15 

January 2020  

 

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

 

For more articles and updates from our teams across the region on COVID-19 and related legal issues, 

please visit Rajah & Tann Asia's COVID-19 Resource Centre. 

 

 

 

https://sso.agc.gov.sg/
https://sso.agc.gov.sg/SL/VCCA2018-S166-2020?DocDate=20200313
https://sso.agc.gov.sg/SL/VCCA2018-S166-2020?DocDate=20200313
https://sso.agc.gov.sg/SL/VCCA2018-S167-2020?DocDate=20200313
https://sso.agc.gov.sg/SL/SFA2001-S602-2005
http://www.mas.gov.sg/
https://www.mas.gov.sg/regulation/codes/code-on-collective-investment-schemes
https://www.mas.gov.sg/-/media/MAS/News-and-Publications/Consultation-Papers/Response-to-Feedback-Received-on-The-Proposed-Framework-for-Variable-Capital-Companies-Parts-2-and-3.pdf
https://www.mas.gov.sg/-/media/MAS/News-and-Publications/Consultation-Papers/Response-to-Feedback-Received-on-The-Proposed-Framework-for-Variable-Capital-Companies-Parts-2-and-3.pdf
https://www.mas.gov.sg/-/media/MAS/News-and-Publications/Consultation-Papers/Response-to-Feedback-Received-on-The-Proposed-Framework-for-Variable-Capital-Companies-Part-2.pdf
https://www.mas.gov.sg/-/media/MAS/News-and-Publications/Consultation-Papers/Response-to-Feedback-Received-on-The-Proposed-Framework-for-Variable-Capital-Companies-Part-2.pdf
https://www.rajahtannasia.com/resource-centre/covid-19
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Contacts 

   

     

  

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

 

  

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

   

   

  

Carmen Lee 
Partner 
Funds and Investment 
Management 
 
T +65 6232 0610 
 
carmen.lee@rajahtann.com   
 

 
 

  
 

   

     
     

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

 
 
 

mailto:arnol.tan@rajahtann.com
mailto:anne.yeo@rajahtann.com
mailto:carmen.lee@rajahtann.com
mailto:eOASIS@rajahtann.com
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Our Regional Contacts 

  
Rajah & Tann Singapore LLP 

T  +65 6535 3600   

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 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 

 

 

Rajah & Tann Asia is a network of legal practices based in South-East Asia. Member firms are independently constituted and regulated 

in accordance with relevant local legal requirements. Services provided by a member firm are governed by the terms of engagement 

between the member firm and the client. 

 

This Update is solely intended to provide general information and does not provide any advice or create any relationship, whether legally 
binding or otherwise. Rajah & Tann Asia and its member firms do not accept, and fully disclaim, responsibility for any loss or damage 
which may result from accessing or relying on this Update. 
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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 Brunei, 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 email Knowledge & Risk 
Management at eOASIS@rajahtann.com. 


