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Why the VCC?

The VCC is a corporate vehicle tailored
specifically for collective investment
schemes. It is a game-changer for
Singapore’s fund management industry
as it provides an attractive alternative
structure for Singapore fund managers.

It will encourage funds to be established
in or re-domiciled to Singapore,
further promoting Singapore as a

wealth and management hub.

The VCC provides greater flexibility
for fund managers with the possibility
to establish an umbrella structure
with multiple sub-funds that can
accommodate both traditional and
alternative fund strategies. As the tax
treatment remains the same as that
of a Singapore company, it is only
required to submit a single tax return
and financial statements. Further, it
is only required to have one board of

directors, thereby creating economies of
scale and improving operational and cost
efficiency.

The VCC also permits the use of either
Singapore or international accounting
standards and allows access to
Singapore’s wide tax treaty network. In
addition, the tax exemptions available
for Singapore funds and Family Offices
under the Enhanced-Tier Fund (13X)
and the Singapore Resident Fund (13R)
also apply to VCCs. The requirements
for these schemes will need to be met
by the VCC as a whole rather than at
sub-fund level.

Please refer to BDO's tax alert
‘Introduction of the Singapore Variable
Capital Company' from January 2019 for
more information on the key features of
aVCC.
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THE SINGAPORE VARIABLE CAPITAL COMPANY (“VCC")

Why now?

As part of the VCC framework's official
launch in January 2020, the Monetary
Authority of Singapore (“MAS") also
launched a VCC Grant Scheme whereby
they will co-fund up to 70% of eligible
expenses paid to Singapore-based
service providers, such as legal and tax
services, for work done in Singapore in
relation to the VCC. The grant is capped
at $$150,000 per application with

a maximum of three VCCs per fund
manager. The scheme is funded by the
Financial Sector Development Fund and
will run until January 2023. We expect
that this scheme will encourage adoption
of the newly launched VCC framework.
The Singapore government also wants to
create more opportunities for Singapore-
based fund service providers such as
legal and tax advisors, accountants

and fund administrators whilst further
enhancing Singapore's position as an
international financial hub.

With the increased scrutiny on offshore
jurisdictions and enhanced regulatory
and reporting requirements in recent
years, we are pleased to see the Singapore
government further encouraging the
consolidation of fund domiciliation

and fund management activities in
Singapore. We know that the VCC is
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a fund structure similar to those
commonly seen in other established
fund jurisdictions, but with the benefit of
learning from these, the VCC structure
takes the best from other investment
vehicles and creates a superior
investment option that will be quicker,
easier and cheaper to establish and
operate.

As the grant will make it cheaper to
set-up a VCC in Singapore compared to
other traditional fund jurisdictions such
as the Cayman Islands, we expect now to
be the time that fund managers will be
attracted to the VCC, including those with
existing funds overseas. We anticipate
that these funds will now consider using
this opportunity to create new VCC
funds in Singapore or to re-domicile their
investment funds to Singapore.

In addition, with the recent Economic
Substance legislation coming into

force and the Cayman Islands being put
on the European Union blacklist of tax
havens, we expect to see the demand for
Singapore as a fund location increase.
This is partly due to Singapore being safe,
with a stable economy and being on the
Organisation for Economic Co-operation
and Development's “white list” but

also because the VCC provides a robust
yet flexible framework, enhancing
Singapore’s value as an international
fund management centre.

As Singapore deals with the escalating
COVID-19 outbreak, we are also not
surprised that the focus of the Singapore
Budget 2020 was on providing Singapore
with an economic package to mitigate
the impact from the COVID-19 outbreak.
However, we were pleased that VCCs did
feature in the Budget in some context

in the Annexes. We note that a further
incentive scheme, Section 13H, with
regard to venture capital funds and
venture capital fund management
companies may now be granted to
venture capital funds which are
constituted as foreign-incorporated
companies or VCCs.
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THE SINGAPORE VARIABLE CAPITAL COMPANY (“VCC")

How can BDO help?

At BDO, we support our clients by providing a unique one-stop-shop
approach. Our advisers act for a number of Singapore funds and Family
Offices and bring a wealth of expertise and experience to meet their
needs. Clients benefit from a comprehensive range of services, from
financial and tax advisory, through to post implementation services
and ongoing compliance. Our aim is first and foremost to help clients
effectively structure and protect their wealth.

As an international organisation which understands our client's
needs, we are fully committed to assist high net worth individuals to
achieve their objectives through practical, bespoke advice, tailored

to their priorities. The relationships with our clients are built on trust
and confidentiality. We invest in building longstanding relationships
through providing the highest possible level of technical expertise, care
and personal service. We go beyond fulfilling our responsibilities and
work to meet our clients’ real needs.

We guide our clients through each stage of the process and provide
ongoing support throughout the funds’ respective lifespan. Our Fund
and Family Offices services include:

» Tax advisory
- ensuring a tax efficient structure

» Incorporation and implementation
- including applying for Singapore tax incentives

» Tax compliance
- corporate, personal, trust filing as required

» Family governance
- building a sustainable framework for future generations

» Accounting
> Audit
> Immigration services

» Common Reporting Standard/ Foreign Account Tax
Compliance Act compliance services

» Regulatory and Compliance services
- including application of license for fund management companies

» Corporate secretarial services

/




This publication has been carefully prepared, but it has been written in general terms
and should be seen as containing broad statements only. This publication should not
be used or relied upon to cover specific situations and you should not act, or refrain
from acting, upon the information contained in this publication without obtaining
specific professional advice. Please contact BDO Tax Advisory Pte Ltd to discuss these
matters in the context of your particular circumstances. BDO Tax Advisory Pte Ltd, its
partners, employees and agents do not accept or assume any responsibility or duty of
care in respect of any use of or reliance on this publication, and will deny any liability
for any loss arising from any action taken or not taken or decision made by anyone in
reliance on this publication or any part of it. Any use of this publication or reliance on
it for any purpose or in any context is therefore at your own risk, without any right of
recourse against BDO Tax Advisory Pte Ltd or any of its partners, employees or agents.

BDO Tax Advisory Pte Ltd (UEN: 200818719H), a private limited company registered
in Singapore, is a member of BDO International Limited, a UK company limited by
guarantee, and forms part of the international BDO network of independent member
firms.

BDO is the brand name for the BDO network and for each of the BDO Member Firms.

© 2020 BDO Tax Advisory Pte Ltd. All rights reserved.

www.bdo.com.sg

CONNECT WITH US.

Like us, follow us, engage us through our social media channels:
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