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The country legal framework pro�les are companion booklets to AVPN's "Getting 
Started in Venture Philanthropy in Asia - a practical guide to establishing and 
operating a venture philanthropy or social investment organisation".  The guide 
explains the key operational issues and the separate country legal frameworks 
focus on legal issues to supplement the main guide.  The guide and each country 
pro�le are available to download from www.avpn.asia/startVPO .

1. Overview of the Legal Framework
There are corporate law, charities law, tax law and possibly �nancial regulatory fund 
raising and fund management issues, arising at di�erent levels of the venture 
philanthropy (VP) eco-system.  Some venture philanthropy organisations (VPOs) want to 
attract foreign as well as domestic funds and so factors a�ecting the cross-border �ow of 
funds in the VP eco-system are critical considerations to these VPOs.  As VP investments 
cover the spectrum from charities to social enterprises, the analysis of funds �ows from 
top level funders to VPOs as intermediaries, and to social purpose organisations (SPOs), 
needs to consider both donations and a range of other �nancial instruments.  The �ow in 
the return direction of social impact (monitoring and reporting) and �nancial return (in 
the case of social investment) is equally important.

Some Asian countries (e.g. Singapore and Hong Kong) are already major �nancial centres 
and want to attract regional or o�shore philanthropic and social investment funds.  They 
have well developed cross-border fund management laws and regulations and skilled 
investment practitioners that apply to these activities.

This introduction describes the framework used for each of the �ve country pro�les that 
have been prepared with the pro bono support of leading law �rms.  These pro�les are 
available for download in softcopy - see the end of the introduction.

2. The Three Level Perspective of the VP Eco-system
For this legal framework section and the stand alone country pro�les our approach is to 
consider the venture philanthropy eco-system as operating on three same three levels in 
the main section of the AVPN report “Getting Started in Venture Philanthropy in Asia”.  
The top level (Level 3) comprises the funders seeking social returns, the middle level 
(Level 2) comprises the VPO intermediaries that raise funds and deploy the funds through 
various VP strategies and the bottom level (Level 1) comprises SPOs seeking resources 
(�nancial, human and intellectual capital) to grow their activities.

These three levels represent a �ow from end suppliers (level 3), through specialist 
intermediary suppliers (level 2) to the demand side (level 1) which serves a range of 
bene�ciaries / customers / service users.
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This is shown in Diagram 1 as follows:

As the primary social impact is generated at the base of the eco-system and �ows up, we 
start the analysis of legal entities at Level 1 which is the investee Social Purpose 
Organisations (SPOs) that are commonly available in each country. The choices of entity 
for VPOs at Level 2 of the eco-system are often similar to the entities used by SPOs at 
Level 1.  The sources of funding �owing down from Level 3 may be donations/grants or, 
depending on the VPO strategy, other �nancial instruments such as debt and equity.  
Some VPOs at Level 2 may have a hybrid investment strategy in SPOs (i.e. grants, debt 
and equity) and so receive hybrid funding.  VPOs decide whether they want to re-cycle 
�nancial return from their investee SPOs to fund their own costs and make new 
investments, and/or make distributions to their funders.  A related choice is whether the 
VPO is a limited life organisation, raises new rounds of funding from time-to-time, or is 
intended as an evergreen vehicle that is self sustaining.

3.Choice of Entities for Social Purpose Organisations at Level 1
There are a wide range of legal entities that may be available for SPOs at Level 1 but 
these can be broadly grouped as Charities, Social Enterprises and Commercial Entities 
(or Businesses).  In the �ve countries considered by this framework there are no 
separately de�ned legal entities that are “Social Enterprises” -that is entities that they 
have special tax status and are e�ectively a hybrid between a business entity and a 
charity.

A list and description of the main types of SPO in a country is a basic building block of 
the legal framework pro�les in the country pro�le reports.
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In some countries social businesses (and social entrepreneurs) may be attracting 
investment for only social return, or for a mix or social and �nancial returns.  These 
entities are often commercial entities which have a social mission and may adapt their 
governing documents to prohibit distributions and/or restrict transfers of ownership so 
that they become social “impact �rst” or “impact only” organisations.

4. Choice of Entities for Venture Philanthropy Organisations at Level 2
A VPO consists of a management team and a source of funding.  These are often 
contained in a single legal entity but may be separated into a “fund” entity and an 
advisory (or consulting) entity.

Building on the SPO entity types and �nancial instruments that can be used to fund them, 
the legal framework country pro�les consider three generic VPO operating models that 
are adapted and commonly used in Asia.  The sponsors of a new VPO will likely choose a 
variation of one of these three models depending on the resources available to the VPO, 
its investment strategy and country of operation. The most important decision factor is 
whether the VPO wants to follow a grant approach, a social investment approach or a 
hybrid, i.e. whether the VPO will seek investee SPOs that provide both social and �nancial 
returns, and whether the VPO o�er its funders both social and �nancial returns.

For each country pro�le, the simpli�ed investee SPO choices and available �nancing 
instruments are shown in Diagram 2 below:
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The generic �ows of funding and target social and/or �nancial returns are shown for the 
three models in Diagram 3 below:

The three operating models (above from left to right) are:

(1) A “virtual fund” where the fund itself is not a legal entity and the VPO operates as a 
      consulting company.  This model may be called a “social impact circle” or “social 
      investor club” or simply a “venture philanthropy advisor). Examples include Dasra 
      (India) and Asia Philanthropic Ventures (Singapore).

(2) A VPO entity which only o�ers social return to its funders.  This model may be called 
      a “venture philanthropy fund” or a “venture philanthropy foundation” and is often a 
      charity and/or foundation.

(3) A VPO entity which o�ers both social and �nancial return to its funders  and operates 
      as an “investment fund” in the form of limited partnership or investment holding 
      company, or other commercial entity, that can tax e�ciently receive �nancial returns 
      from SPOs and provide �nancial returns to its funders.

One of the main di�erences between more traditional venture philanthropy “investing” 
using grants and social investment is the promise and ability of the VPO to transmit a 
�nancial return from Level 1 to Level 3 through its activities at Level 2.

5.Executive Summary of the Five Countries Pro�led
Given the depth and breadth of information provided by the various law �rms for the 
�ve jurisdictions, it is useful to provide a high-level observation of some of the key 
highlights of each country’s legal landscape insofar as it relates to establishing a venture 
philanthropy organisation (VPO) in Asia.
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Singapore 
While there is no legal entity that is a hybrid between a charity and a traditional 
commercial entity in Singapore, the majority of charities and non-pro�t organisations in 
Singapore are established in the form of a company limited by guarantee (CLG) i.e. the 
liability of its members is limited by its constitutional documents to such amount as the 
members undertake to guarantee. While a CLG can accept donations and grants, it is 
unable to receive funding in the form of equity as it does not have share capital. 
Conversely, a CLG may accept debt funding insofar as it does not contravene the 
provisions of its constitutional documents although the receipt of debt funding may 
have implications under the Securities and Futures Act (SFA). 

A CLG may be, in turn, registered and regulated as an approved charity in Singapore in 
order to enjoy full income tax exemption on income and receipts. In relation to the use of 
charities as a vehicle for venture philanthropy, the guidelines issues by the O�ce of the 
Commissioner for Charities (OCC) is relevant as it discourages charities from engaging in 
activities which exposes the charity’s assets to signi�cant risk. As such, although the 
investment of charity funds is not strictly prohibited, the OCC advises such charities to set 
up a separate business subsidiary for business activities where such business activities are 
not related to the primary purpose of the charity.

In relation to Level 2 VPOs in the form of CLGs or otherwise, the restriction is that they 
cannot distribute pro�ts to its stakeholders (be they founders or members) if the VPO is a 
registered charity or entities that have special charitable status. Although a VPO may be 
able to pay interest on loans taken from its members, this is subject to any restrictions 
provided in its constitutional documents. Further, as a non-pro�t VPO is supposed to carry 
out wholly charitable purposes, it is unlikely to be able to make either an o�er of securities 
or carry on business as a regulated activity, both of which will trigger the relevant �nancial 
regulatory restrictions or the Moneylenders Act. For these reasons, it is also unlikely to be 
able to give loans to Level 1 SPOs and expect returns thereon.

Hong Kong 
The legal position in Hong Kong is very similar to that of Singapore in that most charitable 
organisations are CGLs. As a general observation, most charities in Hong Kong are funded 
by donations and grants. Debt funding is uncommon (and will depend on any restrictions 
contained in the constitutional documents) and equity funding is generally inapplicable 
given that most charities are CGLs, societies or set up as a trust. Similar tax exemptions 
apply to both Singapore and Hong Kong for Approved Charities that continue to have a 
charitable purpose. In the context of the proposed VPO models which imply a �ow of 
funds to and/or from a pro�t-driven commercial entity, this may breach the on-going 
charitable purpose compliance requirement. 

In relation to the “No Funding” Entity Model, this is often the simplest model as there is no 
intermediate VPO entity and the funding will �ow directly from the funder to the SPO. 
However, funders providing funding to the Level 1 SPO through debt may trigger the 
requirements of the Money Lenders Ordinance (MLO). Another complication is that the 
constitutional documents of the Level 1 SPO (assuming that it is an Approved Charity for 
tax reasons) may and probably should prohibit the distribution of income. Therefore, 
�nancial returns to a funder may not be permissible. In relation to the Level 2 VPO “Non-
Pro�t” Model, there are additional twin complications of (a) whether a Level 2 VPO that is 
an Approved Charity would be permitted to provide funding to a Level 1 SPO, and (b) 
whether a Level 2 VPO that is an Approved Charity can provide a �nancial return to the 
Level 3 Funders. In order to overcome these impediments, the Level 2 VPO “Commercial” 
Entity Model may be the most viable structure if the �ow of �nancial returns is imperative 
although such an entity would not have the tax bene�ts accorded to the an Approved 
Charity.



China
In China, entities that are able to carry on charitable activities usually take on one of these 
three structures: social organisations, foundations and private non-enterprise entities. 
Brie�y, a social organisation is membership-driven, whereas foundations are not-for-pro�t 
organisations funded by assets donated for public welfare purposes and, lastly, private 
non-enterprise entities are social institutions established with private capital for the 
purpose of providing social services. Not-for-pro�t organisations in these three forms are 
prohibited from distributing �nancial returns to their members and sponsors. Further, for 
these three types of organisations, the key issues center on the legality of the source of 
funding as well as the use of funds. 

As with Singapore and Hong Kong, these not-for-pro�t organisations in China are usually 
funded by donations and grants. Further, as these charitable structures do not have share 
capital, equity funding is not an option. As for debt funding, even where there is no explicit 
prohibition in the constitutional documents, they do not typically borrow as a matter of 
practice to fund their charitable activities. To understand this situation further, if these 
organisations attempted to be a Level 2 VPO “Non-Pro�t” Entity, the major impediment 
would be that in China, only banks and quali�ed �nancial institutions are able to extend 
loans. As such, if the Level 2 VPO wanted to extend a loan to a Level 3 SPO, it could only 
do so through the entrusted loan model where the Level 2 VPO provides funds to a 
�nancial institution that is quali�ed to conduct lending, and that �nancial institution 
would extend the loan to the Level 3 SPO as the lender.

Japan
Charities in Japan are broadly categorized as (a) non-pro�ts, (b) associations (2 types) and 
(c) foundations (2 types), all of whom enjoy varying tax bene�ts on their charitable or 
authorised activities subject to compliance with applicable requirements. However, these 
entities are not permitted to distribute pro�ts to their members and/or they are not 
permitted to return funds to their members or contributors. That said, the legal pro�le 
suggests that these entities are permitted to accept debt funding except that for non-
pro�ts, they cannot facilitate the pro�t of a particular person (in this case, it would 
presumably be the lender). Interestingly, only associations and foundations may accept 
equity funding although for foundations, equity funding can only be done at incorporation 
and not subsequently.

The analysis for Level 2 VPO “Non-Pro�t” Entities is relatively simple as it is generally 
accepted that charitable organisations in Japan are prohibited from distributing pro�ts 
and the legal pro�le implies, by extension, that such charitable entities are not permitted 
to provide funds to Level 1 SPOs.  Further, as with the other jurisdictions, the potential 
triggering of the Money Lending Business Act is such that it would not be practicable for 
charitable organisations to apply for the licenses in order to extend loans to the relevant 
Level SPOs. Further, the legal pro�le suggests that any return of funds (whether debt or 
otherwise) by the Level 2 VPO “Non-Pro�t” Entity would be fraught with obstacles which 
is understandable as the establishment of VPOs is still a relatively new development in 
Japan. 
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India 
Various forms of social entrepreneurship models are used in India depending on their 
areas of operation and business requirements. Thus, social enterprises may opt for the 
revenue model, hybrid model or the venture capital model depending on the relevant
�nancial viability and desired social outcomes. Interestingly, in India, a Level 1 SPO may 
be set up pursuant to Section 8 of the Companies Act (2013) as a not-for-pro�t company 
or pursuant to the Alternative Investment Fund Regulation (AIF Regulation) where an 
alternative investment fund (or a social venture fund) can be established or incorporated 
in India in the form of a trust, a company or a limited liability partnership. 

However, these structures have inherent restrictions. For example, the aforementioned 
not-for-pro�t company is prohibited from distributing dividends to its shareholders. In 
comparison, the legal pro�le suggests that the aforementioned social venture fund may 
enjoy a “pass through” bene�t under the relevant sections of the Income Tax Act such 
that income accruing to the social venture fund would be deductible in the hands of the 
investor. In comparing the various structures available to establish a VPO in the various 
countries, it appears that India’s albeit nascent development in this area is probably 
gaining the most traction at this point in time. 

6. The Country Legal Framework Pro�les (available for download)
Five country pro�les covering the legal frameworks for China, Hong Kong, India, Japan 
and Singapore are available for downloaded in PDF format.  These were prepared on a 
pro bono basis by leading law �rms based on a questionnaire designed by AVPN that 
addresses the key legal issues when establishing a VPO.  The questionnaire uses the eco-
system framework and terminology described above that is consistent with the main 
section of the AVPN report “Getting Started in Venture Philanthropy in Asia”.

Each country pro�le is an overview and does not seek to address all the relevant legal, tax 
and regulatory issues in detail.  New sponsors of a VPO should seek speci�c legal, tax and 
regulatory advice on the basis of their own circumstances before setting up their 
operating entity.

The reports are available for download from www.avpn.asia/startVPO .

Where amounts in the reports have been converted from local currency to US dollars at 
the exchange rates shown in each report.  The amounts will change based on actual 
exchange rates and changes to the underlying costs, fees and charges.
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Drew & Napier LLC is one of Singapore's leading and largest full-service law firms. Over the years we 
have been consistently rated as Singapore’s top firm for Dispute Resolution by international ranking 
organisations. Our firm is preeminent in Dispute Resolution, Corporate Insolvency & Restructuring, 
Intellectual Property (Patents and Trademarks), Tax, and Telecommunications, Media & Technology, 
and has market-leading practices in Mergers & Acquisitions, Banking & Finance, Capital Markets, and 
Competition & Antitrust.

Through our Corporate Social Responsibility Legal Pro Bono Programme, we support Singapore and 
international charitable organizations and not-for-profit organisations in their legal services 
requirements.  We are pleased to be able to support the community and society at large in their 
outreach in the noble and needy causes for humanity.

For more information, please visit www.drewnapier.com .
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The Asian Venture Philanthropy Network (AVPN) is building a vibrant 
and high impact venture philanthropy community across the Asia 
Paci�c region.  AVPN has more than 160 members of AVPN from 27 
countries and has a Member Directory and listing of Events at 
www.avpn.asia .

We promote venture philanthropy in the broader philanthropic and 
social investment communities and provide speci�c networking and
 learning services to meet the needs of our members.

AVPN is a non-pro�t organisation based in Singapore with membership 
across the Asian region.  We are supported by grant funding, sponsors 
and partner organisations.

We are building a cross-sector network bringing together organisations 
and individuals from �nance, business and the social sector.  Our 
members include venture philanthropy organisations (practicing members) 
and associates that bring di�erent networks, expertise and experience.

Associate Members include private equity managers, private banks, wealth 
managers, other �nancial services organisations, professional service �rms, 
family businesses, corporations through their CSR activities, foundations, 
universities and government related entities.

We are the hub for news and events focused on venture philanthropy to 
develop shared learning and best practices.  Soon through our new 
Knowledge Centre we will develop practitioner oriented resources to help 
scale the practice of venture philanthropy across Asia.

Please visit www.avpn.asia to learn more and contact us at info [at] 
avpn.asia if you have speci�c enquiries.

We encourage you to engage with us and support our �eld building 
activities through sponsorship, grants, donations, or joining as a member 
or partner organisation.

Download the "Getting Started in Venture Philanthropy in Asia" guide and 
legal framework country pro�les from www.avpn.asia/startVPO
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