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The Singapore Variable Capital 
Company 

What is a VCC?

The VCC is a new corporate structure in Singapore which is 
tailored for use as a vehicle for collective investment schemes 
of all types. The VCC offers more operational flexibility compared 
to investment fund structures currently available in Singapore 
(i.e. unit trusts, limited partnerships, limited liability partnerships 
and companies). Through this structure, fund managers can 
establish investment funds across both traditional and alternative 
strategies and as open-ended or closed-ended fund strategies. 

Key features of a VCC

Just like a company incorporated under the Singapore 
Companies Act:

■	A VCC is a corporate entity that has shareholders as well as 

“The introduction of this corporate structure, known as the 

variable capital company or “VCC”, will be a game-changer for 

Singapore’s fund management industry… The VCC regime 

will strengthen [Singapore’s] position as the Asian hub for 

fund domiciliation and management.” 
— Parliamentary speech by Ms Indranee Rajah, Second Minister for 
Finance, on the second reading of the Variable Capital Companies Bill 

on 1 October 2018.

Singapore is one of the key fund management hubs in Asia 
today. In a step to further enhance its credentials as a full-
service international fund management centre, the Variable 
Capital Company (“VCC”) has been introduced via the 
Singapore Variable Capital Companies Act 2018 (which came 
into force on 14 January 2020). The VCC framework is 
anticipated to enhance Singapore’s position as a fund domicile 
centre alongside other global fund domicile centers such as 
Luxembourg and the Cayman Islands.
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a board of directors (which is responsible for the governance 
of the VCC’s operations); 

■	Shares in a VCC give shareholders the right to receive profits 
from the VCC’s property in accordance with the terms of its 
constitution; and

■	A VCC has a separate legal personality from its shareholders 
and directors.

However, significantly different features make the VCC a more 
flexible structure well suited to the specific requirements of fund 
managers seeking to set up investment fund structures. Two 
defining key features are firstly, the concept of variable capital 
and secondly, the ability to establish an umbrella fund structure 
with segregated sub-funds. These are discussed below.

Variable capital

A VCC has a variable capital structure whereby the value of the 
paid-up capital of a VCC is at all times deemed to be equal to the 
net asset value of the VCC. This provides flexibility in the issuance 
and redemption of its shares. Typically, a VCC can issue and 
redeem shares without the need for shareholder approval, and 
shares are freely redeemable at a price equal to the proportion 
of the net asset value of the VCC, subject to certain adjustments 
necessary for costs associated with such redemptions.

Further, dividends can be paid out of capital (in contrast to a company 
which generally can only pay dividends out of profits). This gives 
fund managers flexibility to meet dividend payment obligations.

Umbrella fund structure

A VCC can be set up as a stand-alone fund or as an umbrella 
fund. The umbrella fund structure enables a VCC to establish 
multiple sub-funds within the VCC, each having its own 
investment strategies, objectives, assets and liabilities. In such 
a structure, a shareholder can hold shares that are referenced 
to a particular sub-fund of the VCC.

More importantly, statutory provisions provide that a VCC can 
register each of its sub-funds and thus segregate the assets and 
liabilities of the different sub-funds. This protects against liabilities 
in one sub-fund being recoverable against the assets of another 
sub-fund. As a result, a fund manager can house many “funds” 
with different investment objectives and strategies within different 
sub-funds of a single VCC, without the fear of cross-contamination 

between sub-funds. This results in economies of scale and cost 
efficiencies as sub-funds can share a board of directors and 
have common service providers, such as the same fund manager, 
custodian, auditor and administrative agent. 

Other advantages of a VCC

Apart from the two key defining features mentioned above, a 
VCC has other advantages, including the following:

■	A VCC’s register of members is not publicly accessible, unlike 
that of a company (however, such information will still need 
to be disclosed to public authorities upon request for 
supervisory and law enforcement purposes);

■	The tax exemptions for specified income from designated 
investments of a company incorporated and resident in 
Singapore arising from funds managed by a fund manager 
in Singapore and for specified income from designated 
investments arising from funds managed by a fund manager 
in Singapore are extended to VCCs. A VCC is treated as a 
company and a single entity for the purpose of these 
incentives;

■	Subject to tax residency rules, VCCs are also expected to 
have access to Singapore‘s network of over 80 double-tax 
treaties, which may reduce overseas withholding taxes and 
capital gains taxes in jurisdictions where the investments are 
made. Whether the VCC is ultimately able to benefit from the 
tax treaties would depend on the specific tax treaty, and tax 
advice should be sought;

■	A VCC may make an election under the US „check the box“ 
rules to be treated as a „pass-through“ entity for US federal 
tax purposes. This makes it a more attractive proposition for 
US taxable investors;

■	Corporate entities set up as funds in foreign jurisdictions can 
be inward re-domiciled as VCCs. As certain offshore domiciles 
are coming under greater scrutiny from regulators, re-
domiciliation may prove advantageous for certain Singapore 
managers;

■	The Monetary Authority of Singapore has launched a scheme 
to co-fund up to 70% of the eligible expenses paid by VCCs 
to Singapore-based service providers, up to a cap of SGD 
150,000 (with a maximum of 3 VCCs per fund manager). This 
scheme will run from 16 January 2020 to 15 January 2023 
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and helps to reduce the burden of establishment costs linked 
to the formation of a VCC.

Requirements of a VCC

A VCC must comply with certain requirements, including the 
following: 

■	The VCC must be managed by a Singapore-based licensed 
or regulated fund manager (unless exempted under Singapore 
regulations);

■	It is required to have a registered office, company secretary 
and auditor based in Singapore, and at least one resident 
director; 

■	The VCC must comply with all applicable anti-money 
laundering / countering of financing of terrorism regulations;

■	It must use either Singapore or other recognised international 
accounting standards (such as IFRS and US GAAP) for the 
preparation of its financial statements. In the case of a VCC 
with sub-funds, separate financial statements must be 
prepared for each sub-fund, which must be audited and 
prepared in accordance with a single accounting standard 
across all sub-funds.

Further, it should also be noted that the requirements under the 
Singapore Securities and Futures Act in relation to investment 
funds will apply to VCCs.

Conclusion

As stated by Singapore’s Second Minister for Finance in her 
parliamentary speech in relation to the Variable Capital 
Companies Bill in 2019, the introduction of the VCC framework 
is a game-changer for Singapore’s fund management industry. 
It is anticipated that the VCC structure will be key to elevating 
Singapore’s value proposition as a competitive asset 
management hub in this region and will enhance its 
competitiveness as a domicile for investment funds. 

For further information on how we can help you in the setting 
up of a fund using the VCC structure, please contact us at 
singapore@luther-lawfirm.com. 

Disclaimer

Although every effort has been made to offer current and correct 
information, this newsletter has been prepared to provide information  
on recent developments in the areas mentioned above only. It is not 
exhaustive and thus does not cover all topics with which it deals. It is  
not and cannot substitute individual legal and/or tax advice.

This publication is distributed with the understanding that Luther LLP,  
the editors and authors cannot be held responsible for the results of any 
actions taken on the basis of information contained herein or omitted, nor 
for any errors or omissions in this regard.

This newsletter is published by Luther LLP. Luther LLP is licensed as  
a Foreign Law Practice and collaborates with I.N.C. Law LLC where 
advice on Singapore law is necessary.


