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Important Information: This newsletter has been prepared by the contributors and the Asian Association for Investors in Non-listed Real Estate Vehicles Limited (ANREV), to provide you with general information 

only. It is not intended to take the place of professional advice. In preparing this newsletter, the contributors did not take into account the investment objectives, financial situation or particular needs of any 

particular person. Before acting on the information provided in this newsletter you should consider whether the information is appropriate to your individual needs, objectives and circumstances. No representation 

is given, warranty made or responsibility taken as to the accuracy, timeliness or completeness of the information contained in this newsletter. Neither ANREV nor the contributors are liable to the reader for any loss 

or damage as a result of the reader relying on this information.
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Managed Investment Trusts: applying a 30 per 

cent withholding rate on residential and 

agricultural property 

The Government will apply a final 30 per cent 

withholding tax rate to income and capital gains from 

agricultural and residential property (other than 

certain affordable and disability housing) held in a 

Managed Investment Trust (MIT) from 1 July 2019. 

This measure is estimated to have an unquantifiable 

gain to revenue over the forward estimates period.

To protect the integrity of Australia’s tax system, the 

Government will no longer allow access by foreigners 

to the concessional 15 per cent MIT withholding tax 

rate in relation to the residential and agricultural 

property sectors. The definition of residential 

property does not include specific rules for tertiary 

student accommodation. Instead, consistent with all 

other premises, the treatment will depend on 

whether the premises are residential premises that 

are not commercial residential premises.

This measure refines integrity rules announced in the 

2018-19 Budget measure Stapled structures —

tightening concessions for foreign investors, and the 

2017-18 Budget measure Reducing Pressure on 

Housing Affordability — affordable housing through 

Managed Investment Trusts.

• Click here to read the Mid-Year Economic and 

Fiscal Outlook 2018-19 and the media release by 

The Hon Stuart Robert MP, Assistant Treasurer.

Source: The Treasury, Australian Government, 

December 2018

Extending the definition of a Significant Global 

Entity (SGE)

The Government announced in the 2018-19 Budget 

that it was extending the definition of a Significant 

Global Entity (SGE) to include members of large 

business groups headed by proprietary companies, 

trusts, partnerships and investment entities.

A Significant Global Entity (SGE) is a concept to 

define, generally speaking, a group of entities, 

interrelated by a control relationship that could 

enable non-arm’s length dealings and therefore be of 

special interest to tax authorities.

Originally devised to determine application of OECD 

Country by Country reporting requirements, the SGE 

definition is now also used to determine application of 

the Multilateral Anti-Avoidance Law, the Diverted 

Profits Tax and penalties applying to false or 

misleading statements, late lodgement or tax 

schemes. Also, SGEs are required to prepare 

general purpose financial statements where a non-

SGE would only be required to prepare special 

purpose financial statements.

The current SGE definition however only includes 

groups headed by listed companies and private 

companies required to prepare general purpose 

financial statements. By extending the definition, the 

proposed legislation will ensure the multinational tax 

avoidance rules apply to all relevant entities.

• Click here for the draft legislation & draft 

explanatory material from The Treasury, 

Australian Government 

Source: The Treasury, Australian Government, July 

2018

• Greenwoods & Herbert Smith Freehills published 

an article discussing the potential impact for large 

private groups as well as the impact on reporting 

and public disclosure

Source: Greenwoods & Herbert Smith Freehills, 

November 2018
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https://www.budget.gov.au/2018-19/content/myefo/download/MYEFO_2018-19.pdf
http://jaf.ministers.treasury.gov.au/media-release/012-2018/
https://treasury.gov.au/consultation/c2018-t311619/
http://www.greenwoods.com.au/insights/riposte/12-november-2018-extension-of-significant-global-entity-definition-and-impact-for-large-private-groups/
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ASIC extends relief for foreign financial services 

providers

ASIC has extended to 30 September 2019 licensing 

relief for foreign financial services providers (FFSPs) 

to allow them to provide financial services to 

Australian wholesale clients without needing to hold 

an Australian financial services licence. The licensing 

relief that is extended by ASIC is in the following 

instruments:

a) ASIC Corporations (Repeal and Transitional) 

Instrument 2016/396 and ASIC Corporations 

(CSSF-Regulated Financial Services Providers) 

Instrument 2016/1109.  FFSPs relying on this 

relief can provide specified financial services to 

Australian wholesale clients if their home 

regulatory regime has been assessed by ASIC 

as sufficiently equivalent to the Australian 

financial services licensing regime; and

b) ASIC Corporations (Foreign Financial Services 

Providers—Limited Connection) Instrument 

2017/182. This provides licensing relief for 

FFSPs limited to inducing an Australian 

wholesale client to use the provider’s financial 

services.

These instruments had been due to expire in late 

September 2018.

• Click here for the media release from ASIC.

Source: Australia Securities & Investments 

Commission, September 2018

Australian government consults on Corporate 

Collective Investment Vehicle Bill 

The Government has released for public consultation 

two bills that implement the tax and regulatory 

components of the CCIV regime and their related 

explanatory materials.

A CCIV is an investment vehicle with a corporate 

structure, with the additional consumer protection of 

an independent depositary for retail funds that is 

responsible for the oversight of certain administrative 

functions undertaken by the fund. A single CCIV can 

offer multiple products and investment strategies 

within the same vehicle.

The proposed new law includes:

a) the new Chapter 8B in the Corporations Act 

2001 containing the core provisions outlining the 

establishment of CCIVs and their operational 

and regulatory requirements;

b) amendments to other legislation to support the 

implementation of CCIVs (such as amendments 

to the Australian Securities and Investments 

Commission Act 2001 and the Personal 

Property Securities Act 2009); and

c) the tax legislation, which ensures the tax 

treatment of CCIVs broadly aligns with the 

existing treatment of attribution managed 

investment trusts, providing investors with the 

benefits of flow-through taxation.

Comments on the consultation are due by 28 

February 2019.

• Click here for more details from The Treasury.

Source: The Treasury, Australian Government,
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https://asic.gov.au/about-asic/news-centre/find-a-media-release/2018-releases/18-278mr-asic-extends-relief-for-foreign-financial-services-providers/
https://consult.treasury.gov.au/financial-system-division/c2019-t354340/
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CIMA issues amendments to the AML 

Guidance Notes

The Cayman Islands Monetary Authority ("CIMA") 

has released updated Guidance Notes on the 

Prevention and Detection of Money Laundering and 

Terrorist Financing in the Cayman Islands (the 

"Guidance Notes"). 

The principal effect of the update is to bring the 

Guidance Notes into line both with various CIMA 

notices and FAQs released since the last iteration of 

full guidance (released in December 2017), and to 

resolve certain apparent ambiguities with regard to 

the Anti-Money Laundering Regulations (2018 

Revision) (the "Regulations") and the December 2017 

version of the Guidance Notes. 

In particular, in the service provider context, the 

Guidance Notes now articulate the difference 

between "delegation" and "reliance", where 

"delegation" represents an arrangement where the 

delegate applies the policies and procedures of the 

principal (i.e. the fund or other financial services 

provider) (the "Principal") and "reliance" represents 

an arrangement where the person upon whom 

reliance is placed applies its own policies and 

procedures (which may be in accordance with the 

anti-money laundering regime of a non-Cayman 

jurisdiction). The latter is the historical model for 

Cayman Islands investment funds, but the 

nomenclature is new. 

In the context of "delegation", Principals must apply 

the relevant sections of the CIMA Statement of 

Guidance on Outsourcing, which are already set out 

in the Guidance Notes. 

In the context of "reliance", the Guidance Notes now 

set out explicitly the criteria that must be assessed 

by the operators of a Principal when determining 

whether or not to rely on the application by a service 

provider of that service provider's own AML/CFT 

policies and procedures.  The salient aspect is that 

there be engagement by the operators when 

considering the adequacy of a potential service 

provider by assessing, at a minimum, the service 

provider itself, the "country risk" applicable to the 

jurisdiction in which the service provider operates, 

the service provider's policies and procedures and 

whether the standards in the service provider's 

jurisdiction are at least equivalent to those in the 

Cayman Islands.

Where there are specific differences between the 

analogous requirements of the Cayman Islands and 

overseas AML/CFT regimes, we understand that 

CIMA does not expect that any given specific 

requirement must be performed or applied to 

Cayman Islands standards in all cases simply 

because the Cayman Islands standard may be more 

exacting. Rather, operators should ensure that they 

are aware of key jurisdictional differences and assess 

the risks arising from those differences in the context 

of a holistic analysis of the overseas AML/CFT 

regime. 

Pending further legislative change and/or guidance, 

service providers should, at a minimum, be subject to 

the AML regime of their home jurisdiction in order for 

it to be appropriate that such service providers apply 

their own policies and procedures.  Where that is not 

the case, policies and procedures designed to meet 

Cayman Islands requirements ought to be applied by 

the service provider. 

The revisions to the Guidance Notes do not address 

all of the outstanding issues and it is expected to 

have further revisions to both the Guidance Notes 

and the Regulations in the forthcoming months. 

• Click here for industry insight from Maples and 

Calder

Source: Maples and Calder (Hong Kong) LLP, 

December 2018

• Click here for the guidance notes from CIMA

Source: Cayman Islands Monetary Authority, 

December 2018
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https://www.maplesandcalder.com/news/article/cima-issues-amendments-to-the-aml-guidance-notes-1814/
https://www.cima.ky/guidance-notes
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SFC concludes consultation on amendments to 

anti-money laundering and counter-financing of 

terrorism guidelines

The Securities and Futures Commission (SFC) 

released consultation conclusions on proposals to 

amend its Guideline on Anti-Money Laundering and 

Counter-Terrorist Financing (AML/CFT Guideline).

The amendments are in line with the latest 

international anti-money laundering and counter-

financing of terrorism (AML/CFT) standards and will 

make the AML/CFT Guideline more useful and 

relevant in light of industry developments.

Under the revised AML/CFT Guideline, the 

categories of politically exposed persons (PEPs) will 

be expanded to include international organisation 

PEPs who are persons entrusted with a prominent 

function by an international organisation. The 

enhanced scrutiny for foreign PEPs will be extended 

to domestic PEPs and international organisation 

PEPs where their business relationships with a firm 

are assessed to be of high risk.

In addition, the changes allow firms the flexibility to 

adopt reasonable risk-based measures to verify 

customer identification information. To facilitate non-

face-to-face customer onboarding, firms are allowed 

to take a mix of supplementary measures to guard 

against impersonation risk.

The revised AML/CFT guidelines will be gazetted on 

19 October 2018 and take effect on 1 November 

2018.

• For more details, please refer to news 

announcement and  consultation conclusions

from SFC

Source: Securities and Futures Commission, Hong 

Kong, October 2018

P
R

O
F

E
S

S
IO

N
A

L
 S

T
A

N
D

A
R

D
S

January 2019

Hong Kong

https://www.sfc.hk/edistributionWeb/gateway/EN/news-and-announcements/news/doc?refNo=18PR119
https://www.sfc.hk/edistributionWeb/gateway/EN/consultation/conclusion?refNo=18CP6
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Proposed changes to the funds tax exemption 

in Hong Kong

On 5 November 2018, the Financial Services and the 

Treasury Bureau (FSTB) presented its proposal to 

amend Hong Kong's current profits tax exemption for 

funds to the Hong Kong legislators for discussion.

The spirit of the proposal can be summarised as 

follows:

a) for onshore private funds to enjoy the same tax 

incentives as offshore private funds;

b) for funds to enjoy a profits tax exemption on 

their investment in both Hong Kong and non-

Hong Kong private companies; and

c) to remove the "tainting" effect whereby a tax 

exemption would still be available for the "good" 

transactions of the fund, even if it invests in 

"bad" transactions.

This proposal addresses the ring-fencing concern of 

the European Union Council at both the fund level 

and the investment level. It also brings a fundamental 

change to Hong Kong's profits tax exemption for 

funds and significantly reduces the current tax 

uncertainty faced by private equity, venture capital 

and real estate funds. 

• For more details, click here for the Financial 

Services Tax News Flash from PwC.

Source: PwC, November 2018

• Click here for the Administration's paper on 

"Proposed profits tax exemption for funds" from 

The Legislative Council Commission, Hong Kong. 

Source: The Legislative Council Commission, Hong 

Kong, October 2018
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https://www.pwchk.com/en/financial-services/publications/fstax-news-nov2018.pdf
https://www.legco.gov.hk/yr18-19/english/panels/fa/papers/fa20181105cb1-101-4-e.pdf
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Amendments in the long term capital gains tax

The Finance Act 2018 brought a radical change in 

taxation of long term capital gains (LTCG) arising on 

transfer of equity shares of a company, units of 

equity oriented mutual funds and units of business 

trust (specified capital asset). The amendment has 

withdrawn the extent exemption on LTCG on transfer 

of specified capital asset and introduced a  

concessional 10% tax (plus applicable surcharge 

and cess) on LTCG exceeding Rs 1 lakh. Further, all 

gains arising on specified capital asset up to 31 

January 2018 have been grandfathered.

The new capital gains taxation scheme is applicable 

subject to the condition that Securities Transaction 

Tax (STT) is paid on acquisition and transfer of equity 

shares and transfer of specified capital assets. 

Further, the amendment empowers the Central 

Government to specify the nature of acquisition in 

respect of which condition of payment of STT is 

relieved, thereby making them eligible for 

concessional 10% tax on LTCG despite non-

payment of STT on acquisition.

The Central Board of Direct Taxes (CBDT), issued a 

draft notification on 24 April, ('draft notification') to 

provide, inter-alia, that acquisition of existing listed 

equity shares otherwise than through a recognised 

stock exchange (RSE) shall not be allowed the 

concessional rate of 10% on LTCG except for certain 

specified transactions, including:

a) Acquisition which has been approved by the 

Supreme Court, High Courts, National Company 

Law Tribunal, Securities and Exchange Board of 

India or Reserve Bank of India in this behalf.

b) Acquisition by any non-resident in accordance 

with foreign direct investment guidelines of the 

Government of India.

c) Acquisition by an investment fund or a venture 

capital fund or a Qualified Institutional Buyer. It 

is to be noted that the draft notification is yet to 

be issued as final.

• Please click here for the Section 112A - Financial 

Act 2018 and press release from Central Board 

of Direct Taxes, Department of Revenue, Ministry 

of Finance, Government of India. For further 

details, please refer to the Finance Act 2018.

Source: Central Board of Direct Taxes, 2018

Consumption Tax amendments and transitional 

rules effective from October 2019 

At an Extraordinary Cabinet Meeting on October 15, 

2018, the Prime Minister confirmed the planned 

consumption tax increase to 10% from October 1, 

2019 together with various related transitional 

measures. Following this Cabinet Decision, the 

National tax Agency (“NTA”) released the revised 

“Consumption Tax Circular dealing with transitional 

rules for the consumption tax increase from October 

1, 2019” (“CTC”) and the revised “Q&A relating to 

transitional rules for the consumption tax increase 

from October 1, 2019” (“Q&A”). From October 1, 

2019, not only the consumption tax rate will increase 

but the “Reduced tax rate system” and the 

“Transitional Billing and Booking System” will also be 

implemented. Further information on all of these 

measures can be found through the NTA’s website 

or from Public Relations Office.

• For further details, please refer to news alert from 

PwC

Source: PwC, December 2018
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https://www.incometaxindia.gov.in/_layouts/15/dit/mobile/viewer.aspx?path=https://www.incometaxindia.gov.in/acts/finance%20acts/2018/102120000000071899.htm
https://www.incometaxindia.gov.in/Lists/Press%20Releases/Attachments/707/Press-Release-Notification-section-112A-inserted-Finance-Act-2018%E2%80%93Seeking-comments-stakeholders-24-4-2018.pdf
http://egazette.nic.in/writereaddata/2018/184302.pdf
https://www.pwc.com/jp/en/taxnews-indirect-tax/assets/indirect-tax-20181206-en.pdf
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2019 tax reform proposals for the financial 

services industry and real estate market 

The 2019 tax reform proposals (Taiko) submitted by 

the Government’s Ruling Party were released on 

December 14, 2018. These proposals are submitted 

to the Japanese parliament (Diet) in early 2019. They 

can be summarized as follows: 

a) Expansion of earnings stripping rules

Under the existing earnings stripping rules, if the 

net interest expense to related parties exceeds 

50% of (as defined) adjusted income, the 

excess is treated as non-deductible (although 

may be carried forward for up to seven years). 

The 2019 tax reform proposals include 

significant changes to the deductibility of interest 

expense through reforms to the earnings 

stripping rules modified to align Japanese tax 

law with the OECD’s BEPS Action 4 (Limiting 

Base Erosion Involving Interest Deductions and 

Other Financial Payments).

b) Modifications to Japan’s controlled foreign 

corporation regime

The controlled foreign company (or CFC) regime 

is modified to take into consideration the 

business substance / structure of Japanese 

corporations. Amongst these changes, a 

specific rule relates to real estate investments.

Under existing rules, if a foreign subsidiary falls 

within the definition of a “paper” company, etc., 

(including a company having no business 

substance), all of its income is subject to CFC 

taxation unless its effective tax rate is 30% or 

more.

Under the 2019 tax reform proposals, a foreign 

related company holding real estate in a 

jurisdiction where its head office is located is 

excluded from being treated as a “paper” 

company if managed by another foreign related 

company located in the same jurisdiction that 

meets the active business tests.

c) Special taxation measures for J-REITs, etc,

i. Tax reform related to the dividend 

deductibility requirements

Dividend deductibility tests for J-REITs 

restrict the holding of shares to less than 

50% of the total issued shares in a 

company (except where the acquisition of 

the shares was for the purpose of 

exclusively acquiring foreign real 

estate).The 2019 tax reform proposals now 

include in the less than 50% restriction not 

only shares but TK interests and shares in 

companies indirectly held through TK 

contracts.

ii. Registration tax / real estate acquisition tax 

for real estate securitization

The special relieving taxation measures for 

registration tax (i.e., reduced tax rate of 

1.3%) and real estate acquisition tax (i.e., 

reduction in tax base by 3/5ths) applicable 

to specific real properties acquired by J-

REITs and TMKs are extended for a further 

2 years through to March 31, 2021.

d) Expansion of tax exemption for interest received 

by designated foreign company entering into 

Japanese repos (saiken-gensaki)

Interest on repos received by designated foreign 

financial institutions / foreign corporations 

(without a permanent establishment in Japan), 

are exempt from corporate and withholding tax, 

subject to qualifying conditions.

The 2019 tax reform proposals expand the 

scope of this exemption for designated foreign 

corporations for interest from Japanese repos by 

including bonds issued or guaranteed by 

designated foreign states etc. where entered in 

on or after April 1, 2019. The extension of the 

current rule for designated foreign corporations 

is scheduled to be effective for a further 2 years 

through to March 31, 2021 (whereas the 

exemption for designated foreign financial 

institutions is indefinite).

• For more details, please read the Newsflash and 

Japan Tax Update from PwC. Click here for the 

Taiko (in Japanese).

Source: PwC, December 2018
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https://www.pwc.com/jp/en/taxnews-financial-services/assets/fs-20181217-en.pdf
https://www.pwc.com/jp/en/taxnews/pdf/jtu-20190110-en-142.pdf
https://jimin.jp-east-2.storage.api.nifcloud.com/pdf/news/policy/138664_1.pdf?_ga=2.117416128.736474370.1544755480-1449601707.1544755480


9

ALFI Real estate Investment Fund (REIF) 

Survey available for download

The 2018 ALFI Real estate Investment Fund (REIF) 

Survey shows RAIF regime is firmly established.

Survey highlights as follows: 

a) In terms of investment strategy, the most 

common remains the “multi-sector” strategy, 

accounting for 38%.  This, however, is a 

decrease compared with 2016 (50%) and 2017 

(40%) figures.

b) Among the single-sector strategies, “Retail” and 

“Residential” show comparable results this year 

with 14% and 16% respectively. “Office” 

investments represent the sole strategy of only 

10% of the funds surveyed.

c) As in last year’s survey, the legal forms of the 

SCS/SCSp are the most common amongst the 

funds surveyed with 32%, either in the form of a 

SICAV combined with the SIF regime (51 funds) 

or set up as manager-regulated AIFs.

d) The RAIF regime is now firmly established with 

27 funds, compared to 15 last year and 1 in 

2016, when RAIFs were first approved.

e) Though umbrella funds remain popular due to 

various practical and cost considerations, the 

trend over the last few years has been towards 

simplification of structures and strategies, a 

trend that is again evidenced in this survey. This 

year 72% of REIFs have a single-compartment 

structure, compared with 73% reported in the 

2016 survey and 76% in the 2017 survey. 61% 

of the funds surveyed are closed-ended.

f) In line with the survey findings of previous years, 

smaller funds continue to make up the majority 

of REIFs, with 56.5% with a NAV of under EUR 

100 million. Overall, 92 funds reported a target 

NAV of less than EUR 100 million, while 10% fall 

into the target NAV categories greater than EUR 

800 million.

g) 32% of Funds aim to keep their gearing below 

20% LTV, while a further 51% aim to keep LTV 

levels to below 60%.

h) A total of 81% of Luxembourg-domiciled funds 

are mainly used for small groups of institutional 

investors, i.e. 25 or fewer investors. In terms of 

location, nearly 81% of investors come from 

Europe. The remainder are predominantly from 

the Americas, and 5.2% are highly diversified, 

confirming the global appeal of the Luxembourg 

fund regimes.

• Click here to download the report

Source: The Association of the Luxembourg Fund 

Industry (ALFI), November 2018
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10

Taxation of unit holders of Real Estate 

Investment Trust/Property Trust Funds

On 12 October 2018, the Inland Revenue Board of 

Malaysia (IRBM) issued Public Ruling (PR) No. 

9/2018 - Taxation of unit holders of Real Estate 

Investment Trust/Property Trust Funds.

The PR explain the tax treatment of distribution of 

income from real estate investment trusts/property 

trust funds in Malaysia to its unit holders.

• For more details, please refer to the Public Ruling 

No. 9/2018 from Inland Revenue Board of 

Malaysia

Source: Inland Revenue Board of Malaysia, 

December 2018

Qualifying expenditure and computation of 

industrial building allowance

The Inland Revenue Board of Malaysia (IRBM) issued 

Public Ruling (PR) No. 3/2018 – Qualifying 

Expenditure and Computation of Industrial Building 

Allowance on 12 September 2018. 

The Public Ruling (PR) No. 3/2018

a) explains the tax treatment in relation to 

qualifying building expenditure (QBE) and the 

computation of industrial building allowances 

(IBA);

b) provides examples of the types of building 

expenditure that qualify for IBA, such as cost of 

construction of buildings, additions, renovations 

and alterations, cost of purchase and other 

qualifying expenditure to prepare a site for 

installation of plant and machinery; and 

c) clarifies the date QBE is deemed to be incurred, 

eligibility to claim IBA, and the tax treatment in 

special scenarios such as partial use of a 

building and temporary disuse. 

Prior to the issuance of the PR, there were two 

separate PRs explaining the types of buildings that 

qualify as industrial buildings (i.e. PR 8/2016 and 

10/2016).

• For further details, click here for the Asia Tax 

Bulletin from Mayer Brown. 

Source: Mayer Brown, October 2018

• Click here for the Public Ruling (PR) No. 3/2018

from Inland Revenue Board of Malaysia

Source: Inland Revenue Board of Malaysia, 

September 2018
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http://lampiran2.hasil.gov.my/pdf/pdfam/PR_09_2018.pdf
https://www.mayerbrown.com/Asia-Tax-Bulletin-10-19-2018/
http://lampiran1.hasil.gov.my/pdf/pdfam/PR_03_2018.pdf
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Singapore parliament passes the Variable 

Capital Companies Bill 

On October 1, 2018, the Singapore Parliament 

passed the Variable Capital Companies Bill (VCC 

Bill). The Monetary Authority of Singapore (MAS) had 

consulted with the industry since March 2017 on the 

introduction of the variable capital company (VCC), a 

new Singapore corporate structure that can operate 

as an open-ended or closed-end fund entity. The 

VCC Bill marks the culmination of the MAS’s efforts 

in this regard.

The VCC structure will be regulated by both MAS 

and the Accounting and Corporate Regulatory 

Authority of Singapore. Its key features include:

a) sub-funds with segregated assets and liabilities 

can be created within a VCC;

b) a VCC may redeem shares and pay dividends 

out of capital. The shares must be issued and 

redeemed at their net asset value, but a VCC 

will have the flexibility to vary the price of the 

shares by adding or subtracting fees or charges;

c) a VCC must be managed by a licensed fund 

management company, a registered fund 

management company or certain exempted 

entities under the Securities and Futures Act of 

Singapore (SFA) (including for example, 

licensed banks);

d) the VCC must have at least one Singapore 

resident director and at least one director who is 

also a director of the VCC’s appointed fund 

manager;

e) annual general meetings may be dispensed 

with, subject to certain safeguards, for example, 

where at least 60 days’ written notice is given to 

the VCC shareholders;

f) shareholders with 10% or more of the voting 

rights (calculated on the level of the VCC as a 

whole and not on a sub-fund level) may require 

an annual general meeting by giving 14 days’ 

notice to the VCC;

g) a VCC constituting a fund that is offered in 

Singapore must maintain its assets with a 

prescribed entity, which includes a foreign 

custodian that is licensed, registered or 

authorised to conduct banking business or to 

act as a custodian in the country where the 

account is maintained; 

h) a VCC may form an investment committee;

i) United States Generally Accepted Accounting 

Principles (US GAAP), Accounting Standards 

Council (ASC) Standard and International 

Financial Reporting Standards (IFRS) will be 

permissible accounting standards for VCCs that 

are non-retail funds. A single accounting 

standard must be applied across all sub-funds (if 

applicable);

j) the constitution and register of members of the 

VCC are not required to be made publicly 

available, but the register must be available to 

public authorities for regulatory, supervisory and 

law enforcement purposes. The register may be 

maintained by a third party; and

k) the fund manager of a VCC may delegate its 

functions and duties to other parties that are 

regulated as fund managers in other 

jurisdictions.

The VCC Bill has yet to be gazetted and is 

anticipated to come into effect on or around the 

middle of this year. In the meantime, it is anticipated 

that the MAS will consult on the draft subsidiary 

legislation on certain details of the VCC framework 

that have yet to be finalised. These include:

a) details on the process for inward re-domiciliation 

to Singapore as the fund domicile;  

b) details on the regulation of offerings of 

investments in VCCs; 

c) details on the fit and proper requirements for a 

person to act as a director of a VCC;
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d) details on the anti-money laundering and 

countering the financing of terrorism obligations 

of a VCC;

e) details on the permissibility of cross investments 

between sub-funds; and

f) details on the winding-up process for a sub-fund 

in a VCC.

The draft subsidiary legislation on these details is 

anticipated to be released for public consultation on 

or around January/February this year. 

On October 31, 2018, the MAS announced the tax 

framework for VCCs, the key features of which are 

set out below:

a) the existing tax exemptions under sections 13R 

and 13X of the Income Tax Act of Singapore 

(Tax Exemption Schemes) will be made 

available to VCCs. A VCC will be treated as a 

company and single entity for tax purposes;

b) a VCC can benefit from Singapore’s tax treaty 

network. A VCC which is a Singapore tax 

resident can apply for a certificate of residence 

from the Inland Revenue Authority of Singapore 

(IRAS);

c) the 10% concessionary tax rate under the 

Financial Sector Incentive – Fund Management 

Scheme will be extended to approved fund 

managers managing VCCs approved under the 

Tax Exemption Schemes;

d) the current withholding tax exemption available 

to funds approved under the Tax Exemption 

Schemes will be available to VCCs approved 

under the Tax Exemption Schemes; and

e) the existing goods and services tax remission 

will be extended to VCCs.

IRAS is expected to provide further implementation 

details in due course.

Source: Sidley Austin LLP, January 2019
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MAS publishes FAQs on definition of accredited 

investor and opt-in process

The Monetary Authority of Singapore has published 

the 'Securities and Futures Act (SFA) and Financial 

Advisers Act (FAA): frequently asked questions on 

the definition of Accredited Investor and Opt-In 

Process’.

Amongst other things, the FAQs provide guidance in 

relation to the following:

a) the current deadline for financial institutions (FI) 

to: 

i. provide existing clients with the option to 

opt-out of; and 

ii. obtain from new clients the written 

consent for 

b) treatment by the FI as an 'accredited investor' 

(AI) has been extended by three months from 8 

January 2019 to 7 April 2019; 

c) FIs can start incorporating opt-in procedures in 

their client on-boarding process before 8 April 

2019; 

d) FIs are not expected to obtain additional 

independent documentary proof from all of their 

existing individual AI clients to re-assess 

whether they meet the revised AI thresholds, 

and given that they are still required to monitor 

whether AI clients continue to meet AI 

thresholds, FIs may rely on their existing records 

for the purposes of such monitoring; 

e) concerning the AI definition under the SFA, the 

MAS has confirmed: 

i. that assets held with other parties can be 

included in computing the financial assets 

of an individual to determine their eligibility 

as an AI under section 4A(1)(a)(i)(B) of 

the SFA (the Financial Assets Limb), 

provided that the FI has verified the 

amount of such assets; 

ii. the term 'related liabilities' under the 

Financial Assets Limb include a margin 

account and credit lines taken to finance 

an investment portfolio; and 

f) 'primary residence' refers to the home where the 

investor lives in most of the time; and 

g) specialized units serving high net worth 

individuals that have been granted exemptions 

under section 100(2) FAA (the HNWI 

Exemption) may continue to rely on the HNWI 

Exemption until it is revoked, which would be 

after 8 January 2021. The FAQs also state that 

that MAS will not generally consider any new 

applications for the HNWI Exemption.

Source: Clifford Chance, December 2018

• Click here to read the FAQs from MAS

Source: Monetary Authority of Singapore

MAS guidelines on liquidity risk management 

practices for fund management companies

The Monetary Authority of Singapore (MAS) has 

published its responses to feedback on its October 

2017 public consultation on a proposed set of 

guidelines on the liquidity risk management 

framework for fund management companies (FMCs), 

specifically relating to collective investment schemes 

(CIS) and proposed amendments to the Code on 

Collective Investment Schemes (CIS Code).

Among other things, MAS' feedback sets out that:

a) FMCs that are sub-managers are expected to 

operate the CIS in line with the liquidity risk 

management parameters set out by the main 

manager, and to monitor the liquidity risks of the 

portion of the CIS delegated to the FMC.  The 

applicability of the Guidelines to such delegated 

FMC should be determined based on the 

substance of the FMC's role;

b) FMCs acting as representative for recognised 

CIS are not expected to duplicate the 

requirements for these CIS in Singapore. 

However, these FMCs should ensure that there 

is adequate disclosure to investors on the 

liquidity risk management approach applied to 

the CIS. They should also put in place 

arrangements to apprise themselves of 

developments that impact the CIS' ability to 

meet redemption requests from investors in 

Singapore;
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c) the Guidelines will be applicable to FMCs that 

manage all types of open-ended CIS, regardless 

of the investor types;

d) the applicability of the Guidelines to FMCs 

managing closed-ended CIS and CIS with lock-

up periods would be retained, but not to FMCs 

managing segregated mandates and funds-of-

one which are set up for a single institutional 

investor;

e) FMCs that manage exchange-traded funds 

(ETFs) are expected to consider the liquidity of 

both the underlying assets and the liquidity of 

the ETFs in the secondary market as part of 

their liquidity risk management framework;

f) FMCs can leverage on global risk management 

functions where relevant, and do not need to 

replicate the function in Singapore. FMCs that 

do not offer products to retail investors, and 

manage CIS with less frequent redemption 

terms, are minimally expected to designate a 

senior staff to be responsible for liquidity risk 

management;

g) FMCs are expected to monitor and manage the 

liquidity risk of a CIS throughout its lifecycle, and 

assess the profile and liquidity needs of 

investors. Some measures proposed by MAS 

include actively engage key investors to divine 

any intention to make large redemptions, and 

monitor aggregated information about funds 

flows, overall investor profile and concentration 

of the CIS, such as through establishing 

arrangements with fund platforms and 

distributors; and

h) FMCs (including those who act as non-

discretionary representatives of recognised CIS) 

are encouraged to include disclosures in the 

CIS’ offering documents to explain the general 

approach that FMCs may take and/or the 

liquidity risk management tools that may be 

employed, and the impact such tools may have 

on investors’ redemption rights. Such 

disclosures need not be specific and detailed.

MAS has amended the CIS Code to:

a) impose additional requirements for money 

market funds (MMFs), which are to invest at 

least 10% of net asset value (NAV) in daily 

maturing liquid assets and 20% of NAV in 

weekly maturing liquid assets; and

b) require FMCs to notify both participants (directly 

or through distributors) and the MAS of any 

suspension and resumption of dealing in CIS 

units.

The Guidelines were issued on 16 August 2018 and 

the updated CIS Code was issued on 17 August 

2018. MAS will provide a transitional period of six 

months for FMCs to assess and adopt the sound 

practices in the Guidelines, where appropriate, and 

for MMFs to comply with the revised CIS Code.

• For more details, please refer to guidelines, 

response paper and Code on Collective 

Investment Schemes from MAS

Source: Clifford Chance, August 2018
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Debt Service Ratio (DSR) to be introduced as 

Household Debt Management Standard

The DSR was introduced on a trial basis first with 

banks last March and subsequently across the 

financial sector. Based on the test operation with 

banks for the past six months, DSR rules will be 

officially introduced as standards for banks to 

manage their household loans starting from October 

31, 2018.

Banks will be required to manage “high-risk” loans 

below a certain percentage of their total loans. To 

define high-risk loans, the FSC set two-tier DSR 

standards: loans with a DSR exceeding 70% will be 

considered as “risky”; and those with a DSR of 90% 

or above as “highly risky”.

Currently, commercial banks are better positioned 

than local banks and specialized banks to cut back 

on the proportion of high DSR loans. Loans with a 

DSR exceeding 100% take up 14.3% of total loans in 

commercial banks, compared to 30.1% in local 

banks and 27.9% in specialized banks. The average 

of DSR is also different: 52% with commercial banks, 

123% with local banks, and 128% with specialized 

banks. Considering the gaps in compliance burden, 

different levels of targets will apply:

a) Commercial banks will be required to manage 

the proportion of loans with a DSR exceeding 

70% (hereinafter ‘risky loans’) below 15%; and 

those with a DSR exceeding 90% (hereinafter 

‘highly risky loans’) below 10% of total loans.

b) Local banks will be required to keep the 

percentage of ‘risky’ and ‘highly risky’ loans 

below 30% and 25% respectively.

c) Specialized banks will be required to meet a 

target of 25% for ‘risky’ loans and 20% for 

‘highly risky’ loans.

Banks will also have to meet targets for the average 

of DSR by the end of 2021: 40% for commercial 

banks, 80% for local banks, and below 80% for 

specialized banks.

DSR rules will apply to new loans starting from 

October 31, 2018. Government backed loans for 

low-income borrowers – e.g. microloans, small credit 

loans – will be exempted from DSR rules in order to 

protect them from tighter credit conditions.

• For further details, please refer to the press 

release from Financial Service Commission

Source: Financial Service Commission, October 

2018

Proposed changes to the Overseas Investment 

Vehicle (OIV) regime in Korea

On 30 July 2018, the Korean Ministry of Strategy and 

Finance announced proposed tax reforms which 

include a change to the Overseas Investment Vehicle 

(OIV) regime which will take effect from 1 January 

2020. The proposed changes have been made to set 

a clear guideline/criteria for foreign limited 

partnership fund to be treated as either an OIV or a 

foreign corporation for Korean tax purposes.

According to the proposed amendments, an OIV 

should be considered looked through in-principle, 

unless one of the following conditions are satisfied:

a) where an OIV is liable to tax in its country of 

residence and such OIV is not set up for the 

purpose of avoiding tax on Korean sourced 

income and gains; or

b) where an OIV is treated as the beneficial owner 

under the relevant tax treaty with Korea; or

c) where an OIV cannot disclose details of their 

investor base.

If (a) or (b) above are satisfied, the OIV will be 

entitled to claim treaty benefits under the relevant tax 

treaty on Korean source income and gains. However, 

in the case of (c), Korean sourced income and gains 

attributed to any undisclosed investors should be 

subject to tax at the Korean domestic tax rate. To the
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extent there is a partial disclosure of the 

investor base, the look-through approach can 

be applied in respect of the disclosed investors 

through the submission of the relevant Korean 

tax forms and tax residency certificate to the 

Korean National Tax Services.

From 1 January 2020 onwards, the general 

expectation is that a foreign fund which has no 

legal personality (expected for most foreign 

limited partnerships) will be treated as a flow 

through entity under the revised Korean OIV 

regime.

Source: EY, Private equity thought leadership, 

Quarterly Top 10 tax topics, October 2018

• For further details, click here for the Press 

Release (in English) and Tax Revision Bill 

2018 (in Korean) from MOSF. 

Source: Ministry of Economy and Finance, 

South Korea, August 2018

Financial measures to stabilize housing prices

The FSC announced tighter mortgage rules to curb 

speculative demand in the housing market, as part of 

the government’s measures to rein in soaring 

housing prices. Stricter mortgage regulations are 

aimed at pre-empting speculative demand for 

houses, while protecting the real demand by first-

time homebuyers.

a) Multiple home owners will be banned from 

taking out a mortgage for the purpose of 

purchasing a new house in the areas designated 

by the government as “speculative zones” .

b) Single home owners will also be banned from a 

mortgage for buying a new home in the 

designated speculative areas. A mortgage for 

additional house will only be allowed in 

exceptional circumstances such as home-

moving or job relocation. 

c) For high-priced houses exceeding KRW900 

million, mortgages will be allowed only for 

residential purpose. 

d) Public guarantee for rental deposit called jeonse

will be allowed only for first-time home buyers, 

and single house owners with annual household 

income of KRW100 million or less. Owners of 

two or more houses will be prohibited from 

public guarantee for rental deposit.

e) Housing rental business providers will be subject 

to tighter mortgage rules: The loan-to- value 

(LTV) ratio of 40% will apply to their mortgages 

for buying a housing for rent in the designated 

speculative areas; and they will be banned from 

taking out a mortgage for buying a high-priced 

house.

New mortgage rules will apply to loan applications for 

new mortgages from September 14, 2018. Changes 

in public guarantee for rental deposit are expected to 

take effect in October after public guarantors revise 

their relevant rules. 

• For further details, please refer to the press 

release from Financial Service Commission

Source: Financial Service Commission, September 

2018
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New property tax in Thailand

On 16 November 2018, the National Legislative 

Assembly (NLA) passed the Land and Building Tax 

Act (Act) after lengthy deliberation by the 

committees involved. It is expected that the Act will 

become effective once published in the Government 

Gazette, and tax collection under the Act will 

commence on 1 January 2020. This is intended to 

help taxpayers and the authorities come to terms 

with new real property tax regimes. 

The Act is set to replace the regressive and outdated 

tax under the Household and Land Tax Act, B.E. 

2475 (1932), and Local Land Development Tax Act, 

B.E. 2508 (1965), and is designed to decrease 

income disparity, improve and encourage land use, 

increase efficiency in tax collection, and increase 

public revenue.

The significant changes under the Act include the 

change of the tax base from the yearly rent to the 

value of the land or buildings as appraised by the 

government. Furthermore, the collecting agent will 

now be the local Subdistrict Administrative 

Organization (SAO) for the subdistrict (tambon). The 

taxable properties under the Act are land, buildings, 

and condominium units.

1.2% ceiling tax rate for commercial use will apply for 

the tax years 2020 and 2021.

For tax years 2020–2022, the Act provides a tax 

relaxation for property that has been subject to 

property tax (either house and land tax or local 

development tax). This tax relaxation is only 

applicable if the land and building tax liable for tax 

years 2020–2022 is higher than the property tax 

liable for tax year 2019. This clause allows the 

current property taxpayers to pay property tax liable 

for tax year 2019 plus a portion of the additional tax 

which would be due owing to the land and building 

tax. Calculation as follows: 

Year Actual tax due

2020 Property tax due in 2019 + 

25% of marginal tax base

2021 Property tax due in 2019 + 

50% of marginal tax base

2022 Property tax due in 2019 + 

75% of marginal tax base

*marginal tax base = land and building tax - property 

tax due in 2019

• For further details please refer to publication from 

Baker McKenzie

Source: Baker McKenzie, November 2018

P
R

O
F

E
S

S
IO

N
A

L
 S

T
A

N
D

A
R

D
S

Thailand

January 2019

https://www.bakermckenzie.com/en/insight/publications/2018/11/new-property-tax-in-thailand

