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 3Singapore Variable Capital Company  

S-VACCs can be set up as a 
stand-alone entity, 
or as an umbrella entity with 
multiple sub-funds.

A legal entity form specifically 
for investment funds that can 
be used for traditional 
and alternative 
strategies, both on an 
open-ended and 
closed-ended basis.

 

 

S-VACCs require a 
Singapore based 
licensed or 
regulated fund 
manager,  
unless exempted  
under the regulations.

The capital of a S-VACC will 
always be equal to its 
net assets, thereby providing 
flexibility in the distribution 
and reduction of capital.

Foreign corporate fund 
structures can be inward 
re-domiciled to 
Singapore as a S-VACC.

S-VACCs could avail itself of the US 
“check-the-box” election.
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Key highlights

Key highlights  l  



 4 Singapore Variable Capital Company  

Introduction



 5Singapore Variable Capital Company   5Introduction  l  Singapore Variable Capital Company  

Announced in March 2016, at the Investment 
Management Association of Singapore’s annual 
conference, the Singapore Variable Capital Company 
(S-VACC) legislation represent the city-state’s latest 
investment fund innovation. Moving forward a year 
later, on 23 March 2017, the Monetary Authority of 
Singapore (MAS) issued a public consultation on various 
features of this corporate form fund– the S-VACC. 

Just as the Undertakings for Collective Investments in 
Transferable Securities (UCITS) transformed the 
investment funds industry in Europe, Asia is on the 
precipice of an investment fund-evolution catalysed by 
the upcoming Asia Region Fund Passports, and similarly 
in Singapore, through the S-VACC legislation. Another 
potential future opportunity in Asia, including 
Singapore, is the potential passport marketing of 
alternative investment funds into Europe. 

Singapore’s participation in more than 80 tax treaties 
lends the city-state a unique value proposition as a 
domicile for funds. Singapore currently offers a variety 
of investment fund forms, for instance: limited 
partnerships, unit trusts, business trusts, and real estate 
investment trusts. Corporations are also used as 
investment subsidiaries for “fund” investments.  
The addition of S-VACC in this suite of legal entities, 

which can be used as an investment fund, is key to 
elevating Singapore’s value proposition as a competitive 
asset management hub in the region. 

Corporate form funds are not a novelty in Singapore,  
as most private equity and real estate funds today are 
already using some form of Singapore corporate entity  
as investment subsidiaries within their fund structures. 
Further, over 70% of offshore funds sold in Singapore are 
corporate form funds that are domiciled in foreign 
locations. 

A S-VACC would be incorporated by the Accounting and 
Corporate Regulatory Authority (ACRA), and supervised 
by the Monetary Authority of Singapore (MAS)  
directly through the Securities and Futures Act (SFA)  
as pertaining to funds, and indirectly through its 
regulatory oversight over the fund managers.

The S-VACC legislation is a legal entity legislation that 
does not replace or change Singapore’s existing 
regulations for investment funds. The current SFA regime 
allowing funds to be Authorised (for retail investors), 
Restricted (for accredited investors) and Exempted (for 
small offerings, private placement and investor schemes) 
will have an overlay on S-VACCs, just as with existing unit 
trusts, limited partnerships and other legal entity forms. 
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The enactment of the S-VACC legislation will enhance 
Singapore’s competitiveness as a domicile for investment 
funds by introducing a number of special features: 

• A customised corporate structure which dispenses with 
elements of existing company law aspects that are not 
condusive to investment funds.

• A corporate form fund that could be:
– Regulated under or exempted from the SFA
– Set up as an open-ended or as a close-ended fund
– Used for mutual fund type strategies meant for retail 

investors, and as alternative investment fund 
strategies meant for sophisticated investors.

S-VACCs can be used for all types of investments funds in 

Today After S-VACC  
comes into being
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S-VACCs can be used for all types of investment funds in Singapore

* Currently, company form legal entities are mostly used as a step-down vehicle in Singapore primarily for investing purposes as a special   
   purpose vehicle with pooling outside of Singapore. In the future, S-VACCs can be used as a pooling and investing vehicle.

l  Introduction

• The re-domiciliation of foreign corporate funds  
to Singapore as S-VACC

In this paper, we will endeavour to articulate the 
important aspects of the S-VACC Bill and its associated 
regulations as they stand in the public consultation 
paper released on 23rd March 2017.
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Why is it needed?
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Challenges today 
Singapore currently does not have any corporate form 
fund vehicle catering to the specific needs of hedge 
funds, private equity, mutual funds or real estate funds. 
As a result, many of the current fund structures set up in 
the country take the form of trading or investment 
subsidiaries with fund pooling outside of Singapore. 

The current challenges faced by when investors using a 
Singapore corporation as an investment fund include: 

Lack of variable capital structures
Singapore corporations are vehicles with fixed capital. 
Typically, an investment fund should offer its investors/
shareholders the ability to freely invest in and out of the 
structure by way of subscriptions and redemptions. The 
notion of variable capital provisions is critical to the 
operation of an investment fund.

Accounting classification of redeemable  
preferred shares 
Where a Singapore fund is capitalised or is invested in 
using redeemable preferred shares, both the International 
and Singapore Financial Reporting Standards (IFRS and 
Singapore FRS)will require instruments prima facie are, 
classified as a “liability”. This poses a challenge when 
conducting the required solvency tests prior to the capital 
reduction/redemption exercise. 

Distributions
Distributions from a Singapore corporation can only 
be made out of profits and not capital. This is unlike a 
typical investment fund where redemptions would be 
funded at the net asset value of shares or units held 
(i.e. the culmination of profits and capital).  

Financial reporting
In addition to the challenge of classifying of the funding 
instrument as debt or equity, other complications in the 
financial statement reporting include the consolidation 
of underlying portfolios if certain shareholding 
thresholds are met.

Privacy
The financial statements and shareholder lists  
of Singapore corporations are publicly available.  
For investment funds invested into by private 
individuals and institutions, as is the case in 
alternative investment funds, this can be an issue 
where privacy is sacrosanct. 

Solvency test
Funds set up as corporations are required to go 
through administrative processes such as solvency 
tests prior to the repayment of capital. This proves 
challenging and adds administrative burdens as well 
as legal liability issues for the board of directors and 
the company secretary.

How will the S-VACC  
overcome these challenges? 
The S-VACC legislation is expected to make 
significant leadway in overcoming the existing 
impediments described above. The key features  
of a S-VACC include (but are not limited to):

•	 It allow both entry into and exit from the fund  
at its net asset value 

•	 It has no obligation to make its shareholder lists 
publicly available 

•	 It has no obligation to make its financial statements 
publicly available 

•	 It has not subject to the Declaration of Solvency 
prior to the repayment/redemption of capital, and 
can distribute and repay out of its net assets/capital 

•	 The classification of its shares as a liability would 
not have consequences following the relief from 
solvency test 

The next few sections of this paper detail the key 
features of S-VACCs.
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What is a S-VACC?
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A S-VACC as defined in the 
S-VACC bill 
Key aspects 
A S-VACC shall not carry out any activity other than as 
a collective investment scheme (CIS) as defined by the 
SFA (Cap 289). 

The SFA describes CIS as follows:
•	 An arrangement in respect of any property whereby:

–  The participants do not have day-to-day control 
over the management of the property (whether or 
not they have the right to be consulted or to give 
directions in respect of such management)

–  The property is managed as a whole by or on behalf 
of a manager 

•	 Contributions	of	the	participants	and	the	profits	or	
income from which payments are to be made to them 
are pooled 

•	 Participant can:
–		 Participate	in	the	profits,	income,	or	other	

payments or returns arising from investments  
by the scheme

–		 Receive	sums	paid	out	from	the	profits,	income,	 
or other payments or returns arising to the CIS

•	 A	CIS	can	also	refer	to	an	arrangement	specified	by	
the MAS as a CIS by way of a notice published in the 
government gazette. 

SFA’s definition of CIS excludes:
•	 Any non-business arrangement operated by a person 

•	 An arrangement whereby each of the participants 
carries on a non-investment business and enters into 
that arrangement for that non-investment business 

•	 An arrangement under which each participant  
is a related corporation of the manager 

•	 An arrangement under each participant is conducting 
solely	for	the	benefit	of	each	participant	and	its	 
related persons 

•	 An arrangement made by or on behalf of two or 
more related entities 

•	 A franchise 

•	 An arrangement under which money is received 
by an advocate and solicitor from his client in 
his professional capacity 

•	 An arrangement made by a co-operative society 
solely	for	the	benefit	of	its	members 

•	 An arrangement arising from a life policy within 
the meaning of the Insurance Act 

•	 Closed-ended funds (except REITS and listed 
closed-ended funds) 

•	 An	arrangement	as	specified	by	MAS	as	not	
constituting a CIS in the government gazette 

The liability of its members shall be limited to the 
amount, if any, unpaid on the shares respectively 
held by them.

The fund manager of the S-VACC shall confirm 
that the constitution of the S-VACC complies with 
applicable requirements.

The objective of the S-VACC is the collective 
investment of its funds in property and gives 
members the benefit of the results of the 
management of its funds.

The actual value of the paid-up share capital of the 
S-VACC shall be at all times equal to the value of 
the assets of the S-VACC after the deduction of its 
liabilities.

The shares of the S-VACC shall, at the request of any 
of the shareholders, be purchased or redeemed by 
the S-VACC directly or indirectly out of the S-VACC 
assets only.

The S-VACC will be a corporate legal entity which will not be subject to the current drawbacks of investment funds 
being set up as corporations under the Companies Act. The S-VACC framework will add significant advantages that 
are specific to Singapore’s investment fund industry, including greater operational flexibility. 
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S-VACC in brief
Fundamental 
The S-VACC legislation will be separate from the 
legislation that governs existing Singapore companies. 
This would ‘future proof’ S-VACCs against any unintended 
consequences arising from changes in the Companies Act.

S-VACCs will be allowed to hold a single asset and as such, 
it will not be required to diversify its investments unless 
required under the SFA. 

A S-VACC can be used as a vehicle for both traditional 
funds and alternative funds, such as hedge funds,  
private equity, real estate, and infrastructure funds.  

The share capital of a S-VACC will always be equal the net 
asset value of the S-VACC.  

The performance of the S-VACC’s investments shall be 
measured and evaluated on a fair value basis.

Fund Manager
A S-VACC cannot be self-managed. It must be managed by  
a fund management company duly registered or licensed by 
MAS under the SFA. Further details on Fund Manager 
requirement is included in section “Key Features”.

Minimum Members
A S-VACC shall have at least two members at all times. 

Registration & incorporation
The Registrar of Companies, ACRA, will also be the 
Registrar for S-VACCs. ACRA will administer the S-VACC 
Act and its subsidiary legislation while AML/CFT 
obligations of S-VACCs under the S-VACC legislation will 
come under the purview of the MAS. That being said,  
a S-VACC must have its name approved by ACRA.

It is our observation that due to the requirement of a 
regulated/licensed fund manager, approved custodian and 
the overlay of the SFA requirements when S-VACC is used 
for an Authorised, Restricted or Exempt scheme, the MAS 
will indirectly supervise the compliance of the S-VACC. 
 

l  What is a S-VACC?  
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sub-fund in a foreign jurisdiction in which segregation  
of assets and liabilities of sub-funds may not be 
recognised. In such a situation, the creditors of the 
insolvent sub-fund could be allowed to claim against the 
assets of the solvent sub-fund.

It is to be noted that the sub-fund is subject to the orders 
of the court as it would have been had the sub-fund been 
a separate legal person. 

It is also to note that S-VACC may sue or be sued in 
respect of a particular sub-fund and may exercise the 
same rights of set-off in relation to that sub-fund as it 
may apply for company incorporation under the 
Singapore Companies Act. 

S-VACCs with multiple sub-funds must have the same 
fund manager for all the sub-funds under the 
umbrella fund. 

Further, the winding up of the individual sub-funds does 
not automatically initiate the winding up of the entire 
umbrella fund. 

Until any regulations are made to the contrary,  
a sub-fund of a S-VACC may invest in other sub-
funds of the same S-VACC.

Sub-funds
In addition to being able to set up as a standalone 
fund, a S-VACC can be established as an umbrella 
structure with multiple sub-funds and share classes. 
The umbrella S-VACC would have provisions for the 
segregation of assets and liabilities between sub-
funds, such that the assets of one sub-fund may not be 
used to satisfy the liabilities of another sub-fund. 

To address the key risk of cross-cell contagion within  
a S-VACC, the MAS has proposed to void any 
provisions (e.g. in the constitution or in agreements 
entered into by S-VACCs) which are inconsistent with 
the segregation of assets and liabilities of sub-funds; 
and to require a S-VACC to ensure proper segregation 
of assets and liabilities of sub-funds. To ensure that 
third parties dealing with S-VACCs are aware of 
segregated assets and liabilities of sub-funds,  
a S-VACC will be required to disclose – in 
documents in which its sub-fund is referred 
to and in dealings with third parties prior to entering 
into oral agreements on behalf of its sub-fund – the 
name, unique sub-fund identification number, and 
that the sub-fund has segregated assets and liabilities.

To accord further protection to retail investors, the 
MAS has proposed to allow the fund manager of a 
S-VACC consisting of an Authorised Scheme to invest 
in assets located in a jurisdiction that does not have  
a cellular company structure, only if any risk of 
cross-contagion between the S-VACC’s sub-funds has 
been reasonably mitigated. Where reasonable grounds 
come to exist for the fund manager to believe 
otherwise, the fund manager must promptly 
investigate the validity of these grounds, and if the 
grounds appear to be valid, take appropriate steps  
to mitigate the risk. Since these risk’s cannot be 
completely mitigated, the MAS has proposed to 
require risks of cross-cell contagion to be clearly 
disclosed to shareholders of at least Authorised and 
Restricted S-VACCs. An example of such risks could  
be where a S-VACC with both solvent and insolvent 
sub-funds owns assets attributable to the solvent 

What is a S-VACC?  l  Singapore Variable Capital Company  

=

=
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Shares & debentures
A S-VACCs can issue debenture stock, bonds, or other 
securities. Such instruments may be listed on a stock 
exchange.  

The liability of members of a S-VACC will be limited 
to the amount, if any, unpaid on the shares respectively 
held by them. 

A S-VACC may issue shares of varying amounts and 
times of payment of calls as between its shareholders. It 
can accept members without having its shares fully paid 
up. It can pay dividends in proportion to the amount of 
paid up on each share where a larger amount can be paid 
on some shares than on others. 

A S-VACC may by special resolution determine any 
portion of its share capital which has not already been 
called up, shall not be called up except in the event of the 
S-VACC being wound up. 

A S-VACC shall not issue any bearer share warrants  
on its shares. 

A S-VACC will not be required to disclose its register of 
shareholders to the public, but must make the register 
available to supervisory and law enforcement agencies. 

S-VACC will be allowed to freely redeem shares and pay 
dividends using its capital. The constitution of a S-VACC 
should state that the valuation and redemption of shares 
must be carried out at net asset value (NAV).  The NAV 
valuation is based on the assets of the S-VACC less its 
liabilities, which is its capital. An exception to this 
requirement will be made for closed-end funds that are 
listed for quotation on a securities exchange. Such listed  
CIS may need or wish to conduct share buy-backs on the 
exchange, and in line with market practice, the price of such 
share purchases should be in accordance with the applicable 
listing requirements and does not need to be at the NAV.

l  What is a S-VACC?  
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Accounts, reports & audit
The financial statements of a S-VACC can be prepared 
under different accounting frameworks (e.g. IFRS 
and Singapore FRS), and could be prepared at each 
individual sub-fund level. Authorised S-VACCs will be 
required to use RAP 7, as it is currently applicable for 
unit trusts under CIS Code.

It must be subject to an annual audit by a Singapore 
public accountant. The public accountant must be 
appointed within 3 months from the date of 
incorporation.

The financial statements of any S-VACC will not 
be required to be publicly accessible. 

The BOD of a S-VACC can also elect to dispense 
with the need to hold annual general 
meetings. Details of which one mentioned in the 
next chapter.

From our interpretation, it seems that the S-VACC  
Act does not compel the use of any functional and 
reporting currency. The principles used for the 
determination of functional and reporting currency 
will follow the applicable accounting framework 
prescribed under the Act, i.e. based on the primary 
economic environment in which an entity operates.  
In the case of an S-VACC, this could include 
considerations relating to the investment strategy, 
investor base, financing and expensing policies.

S-VACC shall detail in its declaration to ACRA its first 
financial year end. This should not be longer than  
18 months from the date of incorporation. Each 
subsequent financial year end shall be a period  
of 12 months (or such other interval as the Registrar  
may allow). 

The S-VACC shall lodge an Annual Return with ACRA 
after its general meeting within 7 months from the 
end of its financial year end. 

The financial statements of a S-VACC shall be presented 
before the annual general meeting. This annual 
general meeting must not be held later than  
6 months from the end of the financial year. These 
financial statements must be audited and approved by 
the board of the S-VACC 14 days before the annual 
general meeting of the S-VACC, unless such shareholders 
waive the 14 day notice period. Where the S-VACC has 
waived its requirement to hold an annual general 
meeting, the financial statements should be sent to its 
members 5 months after the end of its financial year. 

Re-domiciliation
It is proposed that the inward re-domiciliation regime of 
foreign corporate fund structures allow for such funds to 
be re-domiciled in Singapore as S-VACCs.

Others
A S-VACC must have a qualified company secretary,  
and must have a registered office in Singapore. 

What is a S-VACC?  l  Singapore Variable Capital Company  
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Key features further explained
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Fund managers
A S-VACC must be managed by a fund manager 
regulated or licensed by the MAS unless exempted. 

It appears this exemption is only applicable to 
those financial institutions exempt under section 99(1)
(a),(b),(c) or (d) of the SFA. i.e., a bank licensed under 
the Banking Act (Cap. 19), a merchant bank 
approved under the MAS Act (Cap. 186), a finance 
company licensed under the Finance Companies Act 
(Cap. 108) or a company or co operative society 
licensed under the Insurance Act (Cap. 142).

This means: 

• Those fund managers currently exempt from 
licensing and registration due to real estate 
funds exemption cannot use a S-VACC. 

• Self-managed S-VACCs (e.g. those availing or 
related party exemptions or family offices) 
will not be permitted to use S-VACCs.

Approved custodian
An approved custodian must: 

• Safeguard the assets of Authorised and Restricted 
S-VACCs 

• Safeguard the rights and interests of shareholders 

• Be accountable to the MAS for the above  
two functions. 

An approved custodian will act as an independent 
overseeing entity over Authorised and Restricted 
S-VACCs. The MAS may approve such custodians if and 
only if they are an approved CIS trustee under the SFA. 

An approved custodian will not be required for an 
Exempt S-VACC.

For Authorised S-VACCs, it is further proposed to 
require the approved custodian to be independent  
of the S-VACC’s fund manager and to monitor the 
fund manager’s compliance with the CIS Code. Other 
operational obligations relating to accounts and 
registers that are currently imposed on approved 
trustees for unit trusts will not be imposed on the 
approved custodian where they are already imposed on 
a S-VACC or its directors under the S-VACC legislation.
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Directors
The S-VACC will be governed by a BOD which will hold 
primary responsibility for the governance of the S-VACC. 

It must have a minimum of one director who is 
ordinarily resident in Singapore. The sole director can also 
a sole shareholder of the S-VACC.

A S-VACC must have at least one director who is also a 
director of the fund management company.

A S-VACC must not have as its director a body 
corporate, irrespective of the residency of such body 
corporate.

MAS has proposed to require at least one director of the 
S-VACC to be a director of the S-VACC’s fund manager, and 
for its directors to be subject to disqualification and duties 
broadly similar to those under the Singapore Companies 
Act. In addition, MAS has proposed to require the directors 
to be fit and proper persons. The details of this fitness and 
probity tests are not mentioned in the S-VACC bill or the 
consultation paper. We anticipate that they would be not 
dissimilar to the requirements for directors of fund 
management companies in Singapore under SFA. This 
might be further elaborated in the S-VACC Regulations 
which will be released along with the S-VACC Act. 

It is also stated that S-VACCs consisting of Authorised 
Schemes, would require at least three directors, of which at 
least one director has to be independent of: (i) business 
relationships with the S-VACC; (ii) the fund manager of the 
S-VACC (and its related entities); and (iii) all substantial 
shareholders of the S-VACC.

Appointment, removal, disqualification of directors
Persons proposed as directors in the application to the MAS 
seeking authorisation as an Authorised S-VACC, registration 
as a Restricted S-VACC, or acknowledgement of notification 
as an Exempt S-VACC will be deemed to be appointed as the 
first directors.

Any subsequent appointment or removal of directors must 
be made by the S-VACC in a general meeting, and must be 
approved by the MAS.

Duties of directors
It is our understanding that the directors of a S-VACC owe 
similar common law fiduciary duties as the directors of 
Singapore incorporated companies to the shareholders of 
the S-VACC.

Further, the directors of a S-VACC will also have the 
following statutory duties under the S-VACC Act  
(including but not limited to): 

• Maintain proper books of accounts 

• Ensure the requirements of the Act are complied with 

• Prepare annual accounts 

• Ensure an annual audit is performed 

• Maintain the segregation of assets and liabilities of the 
various sub-funds 

• Maintain certain registers and other documents 

• File requisite reports and documents with the ACRA.

It is also proposed that the BOD will be required to prepare 
a report reflecting the state of affairs of the S-VACC for each 
financial year. The report should be approved and signed by 
the BOD. Further, it should provide information on the 
development and performance of the S-VACC’s business, 
particulars of any important events affecting the S-VACC, 
and indication of likely future developments. 

Meetings – annual general meetings
A S-VACC should host an annual general meeting every 
year within six months from end of the financial year.  
It must host its first annual general meeting no later than 
18 months from the date of incorporation. 

S-VACCs will not be subject to a mandatory requirement to 
hold an annual general meeting (AGM). Instead, they will 
have the option to dispense with holding an AGM by 
giving at least 60 days notice to its shareholders. 

If AGMs are deemed to be an important requirement for  
a S-VACC, then the S-VACC will be required to hold an 
AGM only if this is requested by 10% of its 
shareholders.

A S-VACC is required to maintain a record of the minutes  
of all its general meetings and director meetings at either 
the umbrella level, or the sub-fund level.

There is no mandatory requirement for board meetings to 
be held at the sub-fund level. Though it is not specified in 
the S-VACC bill and consultation paper but from our 
experience with investment funds in other popular 
jurisdictions and drawing parlance to S-VACCs, each 
S-VACC must record separate minutes of meetings in 
respect of each sub-fund, even if the board meeting is held 
at the umbrella level.

l  Key features further explained  
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AML/CFT requirements
To prevent the abuse of S-VACCs for unlawful purposes,  
it is proposed to:

• Impose AML/CFT requirements on S-VACCs, which 
will be supervised by MAS for AML/CFT compliance 

• Require the S-VACC to outsource the performance of 
AML/CFT duties to its fund manager, and to hold the 
S-VACC ultimately responsible for compliance with 
its AML/CFT requirements 

• Subject the S-VACC’s directors to fit	and	proper	
checks, and require the S-VACC to have at least one 
director who is also a director of its fund manager.

Winding up of S-VACCs  
The S-VACC Act provides for the winding up of S-VACCs 
by either its members or the court. 

Members of the S-VACC may choose to wind up the 
S-VACC voluntarily. The process of a voluntary winding 

Key features further explained  l  

up will commence by calling a meeting of the S-VACC to 
pass a special resolution for winding up. The resolution 
must be shared with the ACRA as well.

Alternatively, the S-VACC may be wound up by the 
court if it is of the opinion that the winding-up of the 
S-VACC is just and equitable, and that the following 
conditions are satisfied:

• The petition for such winding up has been presented 
by the person so nominated by the MAS in respect of 
the S-VACC 

• The petition is accompanied with the grounds of   
winding-up 

The court is satisfied that the winding up would best 
serve the interests of shareholders of the S-VACC. 
 
The winding up of sub-funds
When winding up a sub-fund, all shareholders of that 
sub-fund should be redeemed (where appropriate) and 
the S-VACC shall be required to submit an application to 
the MAS to be de-authorised. 

 

Key  
features
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Suggestions for the tax regime
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While the consultation paper does not cover tax 
aspects, it is important for the viability and success of 
the S-VACC that the tax incentives comparable to 
those currently available to certain investment funds 
in Singapore be similarly extended to S-VACCs. It is 
envisaged that some variations to the existing regime 
during this critical, initial introduction period of the 
S-VACC regime is important to build up its reputation 
in the region as the investment vehicle of choice. In 
the following sections, we have provided the key tax 
suggestions that we believe should facilitate the use 
of S-VACCs.

In addition, the S-VACC, as a corporate entity, should 
be allowed access to Singapore’s tax treaties. It is also 
expected that the S-VACC could be eligible to make a 
check-the-box (CTB) election to be classified as an 
eligible entity for US tax pass-through treatment.

Corporate income tax regime for S-VACCs
•	 Given that the main objective is tax neutrality  

(i.e. investors of a fund should not be subjected to  
a more burdensome taxation than if they were to 
invest directly), the Singapore fund tax incentive 
schemes currently provided for under sections 
13R, 13X and 13Y of the ITA (Cap. 134) should be 
made available to S-VACCs 

•	 As newly set up Authorised S-VACCs may face key 
practical difficulties to meet the conditions under 
section 13X such as the minimum fund size 
requirement, the MAS should consider catering for 
variations to these substance-based conditions for 
such S-VACCs 

•	 To minimise tax compliance costs for funds, it is 
envisaged that a simplified corporate income tax 
return should be set for all fund tax incentive 
recipients, including S-VACCs, which derive from 
only tax exempt income. Such entities should be 
allowed to declare its detailed profit and loss 
account to the IRAS instead of having to prepare  
a tax computation

GST and stamp duty for S-VACCs
• The GST remission currently granted to investment 

funds in Singapore should be extended to S-VACCs. 

• To encourage the use of S-VACCs and to reduce 
administrative burden for fund management 
companies, there should be no stamp duty imposed 
on the transfer of shares in S-VACCs.

Existing Singapore investment funds’ transition 
to S-VACCs
• To facilitate the conversion of existing Singapore 

investment funds set up as a Singapore unit trust, 
limited partnership, company, etc. into the S-VACC 
legal form, the MAS should consider allowing such 
conversions to take place with no Singapore tax 
consequences 

• The benefits of such tax-free transition should be 
granted automatically for Singapore regulatory 
purposes, to encourage transition into a S-VACC 

Re-domiciliation of foreign investment funds
• If foreign investment funds are allowed to re-

domicile in Singapore as a S-VACC, the re-
domiciliation should be allowed to take place with 
no Singapore tax consequences on the change in 
ownership of the fund’s assets, and change in the 
investors’ ownership of the shares or units of the 
investment funds to shares in the S-VACC

Concessionary tax rate for fund managers 
managing S-VACCs
• Fund managers in Singapore currently make use of 

the Financial Sector Incentive – Standard Tier (Fund 
Management or Investment Advisory Services Only) 
to enjoy the concessionary tax rate of 10% on their 
income from certain fund management activities 

• To promote the use of the S-VACC vehicle and 
support the growth of the fund management 
industry in Singapore, it would be beneficial to 
introduce a concessionary tax rate of 5% to 
Singapore fund managers who choose to use the 
S-VACC.
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The birth of the S-VACC legislation demonstrates the 
Singapore government’s commitment to the ongoing 
development of the city-state’s asset management industry.

The conception of the S-VACC is a result of much industry 
analyses and feedback over the last few years, which has 
subsequently led to a legal study to develop the legislation. 
This is a testament of the MAS’s reputation of being  
a pragmatic and innovative regulator. There has been 
substantial feedback from the respondents surveyed during 
the development of the legislation indicating their keen 
interest in exploring the S-VACC structure as their next 
investment fund, or converting their existing structures to  
this new fund form that offers greater operational flexibility. 

As S-VACCs are intended to be regulated as CISs, they will 
need to fit into the existing regulatory framework for CISs 
under the SFA, and in particular, Part XIII (Offer of 
Investments) Division 2 (Collective Investment Schemes)  
of the SFA. S-VACCs are not intended to be regulated under  
a new regulatory framework and is not intended to drastically 
alter the existing regulatory framework for CISs. 

Therefore, approaches to modify and adapt the existing 
regulatory framework for an offer of units in a S-VACC include: 

1. An Authorised scheme to the public 

2. A Restricted scheme to accredited investors 

3. An Exempt scheme for offer of units to institutional 
investors (institutional investor scheme), or in reliance  
on the private placement offering exemption (private 
placement investor scheme), or in reliance on the small 
consideration offering exemption (small offering scheme) 

Consequently, proposed requirements in relation to an 
Authorised, Restricted and Exempt Scheme will be imposed 
through amendments to the SFA, SFR and CIS Code. 

It has long been the vision and mission of Singapore to 
introduce a versatile and fungible legal entity form that can  
be used for investment business in whatever form.  
Therefore, it is also envisaged that the next steps to developing 
Singapore’s financial services industry would entail studying 
the applicability of S-VACC on other sub-industries within the 
asset and wealth management sector, such as real estate 
investment trusts and insurance products. 

On 23rd March 2017, 
Singapore’s Minister for 
National Development 
and Second Minister for 
Finance, Mr. Lawrence Wong, 
announced at the Investment 
Management Association 
of Singapore’s annual 
conference the consultation 
paper for Singapore Variable 
Capital Company.
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