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couple of years, according to local law firms. 
The number of new incorporations of BVI 
Business Companies has fallen off sharply, 
from 77,022 in 2007 to 35,546 in the first three 
quarters of 2009, although the total number 
of active companies did rise by 3,130 over 
the 18 months to the end of September. The 
corporate sector, too, has seen plenty of 
litigation, notably regarding loan defaults by 
BVI companies.

All this has taken place against a 
backdrop of external pressure as the leaders 
of onshore jurisdictions, both unilaterally 
and within international forums such as the 
G20 group of leading economic powers and 
the Paris-based “rich countries’ club”, the 
Organization for Economic Co-operation and 
Development, have sought to finger offshore 
jurisdictions such as the BVI as scapegoats 
for the financial crisis and ensuing economic 
downturn.

In North America, Europe and other parts 
of the world the authorities are preparing 

On the face of it, the past couple of 
years have not been kind to the British 
Virgin Islands and its role as a domicile 
and service centre for hedge funds. The 
alternative fund industry has had a rough 
ride, with losses averaging around 20 per 
cent in 2008 (although much of that was 
recouped last year), accompanied by large-
scale redemption of capital by investors.

In recent months, the drama of the 
Bernard Madoff scandal, which cost 
investors as much as USD65bn in assets 
that turned out to be imaginary, has been 
played out in courtrooms in the BVI, where 
two of the biggest feeder funds to Madoff’s 
bogus investment management business, 
Fairfield Sentry and Kingate, were domiciled.

The island’s corporate establishment, 
domicile and management business, which 
leads the world with 433,164 active companies 
at the end of September 2009, according to 
the BVI Financial Services Commission, the 
industry regulator, have also had a rough 

Fund firms confident 
as industry emerges 

from downturn
By Simon Gray
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BVI’s role in the global 
financial community

By Sherri ortiz

The beginning of a new year always 
provides a moment for reflection on the 
previous 12 months as well as looking 
toward the year to come, and 2009 was 
certainly an interesting and transitional 
year for the financial services industry. 
The financial crisis that rocked the global 
economy to the core has impacted us 
all, and the actions of governments and 
regulators have added to the pressure on 
smaller financial centres like the British 
Virgin Islands.

As an international finance centre, 
upholding our reputation and meeting 
international standards in the way we do 
business has always been a key part of our 
strategy to keep our competitive edge. We 
have therefore welcomed the scrutiny of the 
international community and the resulting 
initiatives, since the BVI has long maintained 
robust regulatory standards.

One of the most significant events of 
2009 was the meeting of the G20 countries, 
whose focus included the need for increased 
transparency in tax matters and the new 
standards for exchange of information 
introduced by the Organization for Economic 
Co-operation and Development.

The OECD drew up a new three-tiered 
system where jurisdictions with 12 tax 
information exchange agreements (Tieas) 
were considered to have ‘substantially’ 
implemented the internationally agreed tax 
standards and placed on a ‘white list’.

Today, the BVI is firmly on the OECD 
white list, having signed 17 Tieas, and it will 
continue to meet international standards 
set by the OECD, the European Union and 
others. We will work tirelessly to protect and 
enhance the BVI’s reputation as a centre for 
excellence. But more importantly, the BVI will 
continue to show that whatever their size or 
location, reputable and well-run international 

finance centres make a valid and important 
contribution to the global economy.

A number of reports published over 
the last year have examined the role of 
offshore jurisdictions in the financial crisis 
and focused on their suitability to continue 
to play a role in the international financial 
community in the future.

One high-profile report was commissioned 
by the UK government on its crown 
dependencies and overseas territories, 
including the BVI, and conducted by Michael 
Foot. While the Foot Report highlighted 
certain areas in which jurisdictions including 
the BVI need to continue to develop, its 
findings were positive about the role of 
jurisdictions such as the BVI, concluding that 
the UK was better off as a consequence.

Meanwhile, a report by Professor James 
R. Hines from the University of Michigan 
on behalf of the Society of Trust and 
Estate Practioners concluded that offshore 
jurisdictions such as the BVI contribute 
strongly to investment, employment and 
the efficient functioning of markets and 
government policies in other countries.

These endorsements of the role played 
by offshore jurisdictions are certainly 
encouraging. However, given the legal and 
regulatory changes currently underway 
throughout the world, other factors are 
also likely to be relevant in the future in 
determining whether offshore jurisdictions 
such as the BVI will continue to play an 
important role in the international financial 
community.

The BVI has been working hard to 
ensure it has in place all the legislation and 
regulations required to enable it to remain an 
important member of this community. While 
it may be small in terms of physical size and 
population, its role within the global financial 
system is disproportionately large. n

Sherri Ortiz is executive 
director of the British Virgin 
Islands International Finance 
Centre
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tax transparency and information-sharing 
promulgated by the OECD.

At a time of sustained international 
pressure for increased efforts to combat 
criminal use of the financial system, the 
BVI government has pushed through new 
legislation bringing anti-money laundering 
measures up to date and, most importantly, 
it is on the point of bringing into law the new 
Securities and Investment Business Act, a 
long-awaited piece of legislation that will, 
among other things, replace the 14-year-old 
Mutual Funds Act.

SIBA, as it is familiarly known, will not 
bring revolutionary change to the way the 
fund industry operates in the BVI. However, 
by embodying in formal law many of the 
existing practices informally required of 
fund operators and service providers by 
the commission, the legislation will bring 
certainty to fund managers and reassurance 
to investors that the BVI will not lag behind 
other jurisdictions in the quality and 
thoroughness of its regulation.

And despite the body blows taken by the 
hedge fund industry over the past two years, 
local practitioners say that the impact of the 
crisis on the BVI has not been as severe as 
in other leading hedge fund centres such 
as Caribbean rival the Cayman Islands. 
This might reflect to some degree the 
jurisdiction’s tilt toward North America rather 
than Europe, as well as its particular appeal 
to small and start-up managers.

Law firms say the number of liquidations 
of BVI funds and the volume of fund-related 
lawsuits passing through the courts were 
probably lower than might have been 
expected, given the extent of the problems 
experienced by investors in redeeming their 
capital from funds grappling with assets that 
had suddenly become illiquid. In practice, the 
lawyers say, investors and managers have 
worked out arrangements that for the most 
part have kept the managers in business and 
returned to investors as much of their capital 
as could be liquidated at an acceptable price.

“Most managers sought to try to return 
capital to exiting investors as quickly as 
possible without resorting to fire-selling 
assets,” says Richard May, a partner and BVI 
head of funds with law firm Walkers. “We 
also saw quite a few voluntary liquidations 
where funds wound down their businesses, 

legislation that could well have a significant 
impact upon international financial centres 
such as the BVI, including the European 
Union’s Directive on Alternative Investment 
Fund Managers and proposed legislation in 
the US that would impose new regulations 
on hedge fund managers as well as curbing 
what politicians view as unfair tax advantages 
enjoyed by offshore entities.

The islands’ fund services industry 
also took an appreciable blow last year 
with the decision by the BVI’s largest 
fund administrator, Fortis, to close down 
its operation. The arrival of Fortis in early 
2005 through the acquisition of existing firm 
Hedge Fund Services had given the sector 
an important boost to its international profile, 
and there were hopes that other leading 
administrators might follow suit.

However, there’s certainly evidence 
that the decision was at least influenced 
by the internal problems within the Fortis 
group, which had to be rescued by 
European governments in 2008 and which 
has seen many of its businesses sold 
off. And other service providers such as 
Folio Administrators, International Financial 
Administration (Ifina, which uses an 
operational base in the UK) and Conifer Fund 
Services, while not necessarily in the same 
league as a global administration giant like 
Fortis, are continuing to grow steadily and to 
reassure managers that having their funds 
serviced in the BVI is a viable option.

There remains hope that as the 
market continues to recover, other major 
administrators will see the benefit of an 
on-the-ground presence in the BVI. And 
overall the mood in the jurisdiction is far from 
despondent, and with reason, even though 
the threat of unfriendly legislation in onshore 
markets still hangs over the jurisdiction. 
The EU directive, for example, continues 
to undergo repeated redrafting as member 
states argue over a wide range of issues, 
including how the legislation would treat 
non-European managers and funds.

However, the BVI was quick to conclude 
more than a sufficient number of tax 
information exchange agreements and 
more, qualifying last August for the ‘white 
list’ of countries and territories that have 
not only signed up to but substantially 
implemented the international standards on 

3 
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returned cash and/or assets to investors and 
carried out the formal liquidation afterwards. 
There was a surprisingly small number of 
those in the market as a whole and most 
of our clients seem to have got through the 
crisis quite successfully.”

And now, especially since the last quarter 
of 2009, law firms and fund administrators 
are starting to see an uptick in new business 
– by no means a flood, but evidence that 
investors are starting to return to the market 
and that managers with plans for new 
launches are starting to set up BVI structures 
even if they have not yet got all the hoped-
for capital in place.

“In the fourth quarter of 2009 we saw 
quite a shift toward new activity and a 
change of mood among the clientele – 
they’re more optimistic, which keeps new 
projects coming,” says Mara Alido Spencer, 
managing director of administration firm Ace 
Fund Services, which was launched in 2007 
and is now geared to expand beyond the 
established business base of its parent, the 
Patton Group. “We’re positive about what we 
see not just in terms of the market and the 
interest we’re seeing from potential clients 
but also about the new legislation and its 
impact on the BVI.”

All these developments have imbued 
members of the hedge fund industry in the 
BVI with an upbeat mood at the beginning 
of 2010, on the back of last year’s solid 
investment performance and recognition on 
the part of especially institutional investors 
that hedge funds are still an important 
means of beefing up returns in a continuing 
low interest rate environment.

Overall, the jurisdiction has emerged 
from the crisis, if not unscathed, at least 
without substantial damage, and it should 

not fear the ongoing debate about tax 
and transparency, according to industry 
members such as Ifina’s Derek Adler. “The 
BVI is ticking over at the moment, but it will 
recover,” he says. “There is some concern 
about the finger-pointing regarding tax and 
trusts, but funds is a legitimate business and 
is well regulated. After all the chest-beating, 
things will calm down, as they always do, 
and life will go on.”

That’s not to say that no lessons have 
been learned from the crisis. For a start, 
the industry in the BVI and elsewhere is 
re-examining investor liquidity requirements, 
which in the case of some funds were tested 
to destruction in 2008 and 2009. “There has 
been a shift in the mentality of people setting 
up funds and there’s an understanding that 
in some cases there needs to be greater 
transparency,” says Rob McIntyre, head of 
investment funds at law firm Maples and 
Calder.

“There needs to be very clear 
mechanisms in terms of liquidity. Some 
of the standard boilerplate provisions that 
served well enough in past years have 
had to be revisited for new fund structures 
because of what’s happened in the past 
12 months in order to match liquidity of the 
assets with appropriate redemption rights. 
Potential investors are analysing liquidity 
terms a lot more closely, and the appetite for 
lock-ups on new funds has diminished.” 

He notes that the BVI continues to benefit 
from its long-standing competitiveness on 
costs, which is also an important area of 
focus in the post-crisis environment. He 
says: “Some managers are looking at costs 
more closely now than they were 12 or 18 
months ago, and the BVI stands in very 
good stead.”

McIntyre adds: “It’s also positive that the 
regulatory regime in the BVI has continued 
to develop – in keeping with the expectations 
of the market, which now wants to see a 
certain degree of regulation. It’s fair to say 
that regulation as it has been up to now 
in the BVI and Cayman was acceptable, 
but is constantly under review to ensure 
the product meets investors’ expectations. 
The Securities and Investment Business 
legislation will extend the regulatory regime 
to some extent as well as clarify what’s 
already existing practice for most funds.” n
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Bouncing back from 
the crisis

By Derek Adler

While the British Virgin Islands have been 
affected by the crisis of the past couple of 
years, like all international financial centres 
around the world, it appears to be emerging 
from the turbulence in good shape and 
with its fund business remaining robustly 
competitive with rival domiciles. And as 
a service provider for which BVI funds 
represent a substantial proportion of its 
business, Ifina has also come through the 
crisis with its business model affirmed.

The BVI has benefited from the fact that its 
particular appeal to small and start-up funds 
has made it less vulnerable to the substantial 
investor redemptions experienced by larger 
managers, as well as the geographical 
diversity of the fund promoters it attracts.

Ifina too has been able to emerge largely 
unscathed because of its own diversification 
and focus on smaller funds that larger 
administrators have eschewed in recent 
years as they concentrated on wooing large 
funds and managers. As a result, it has 
not suffered the sharp declines in assets 
under administration over the past two years 
that have obliged other service providers 
to undertake cost-cutting and personnel 
reductions. The small volume of business 
lost as a result of the crisis has been rapidly 
replaced.

The firm has also benefited from policies 
that were in place well before the hedge 
fund boom turned to bust. For example, Ifina 
has always been reluctant to take on fund of 
funds business unless it also administered 
the underlying funds, because of the risk 
involved in dealing with underlying funds 
for which it cannot rely on NAVs being 
produced correctly and regularly on time.

Now, like other service providers serving 
the BVI hedge fund market such as auditors 
and lawyers, Ifina is starting to benefit from 
a revival in interest among promoters of 

new funds. In particular, the firm is attracting 
enquiries from managers that have left large 
banking groups or asset managers to strike 
out on their own, with fresh messages and 
with new funds that have no history of losses.

At the same time some existing managers 
are launching new funds because their 
existing vehicles remain well below the 
high water marks beyond which they 
could resume earning performance fees. 
And asset levels are rebounding because 
some investors dissatisfied with their funds’ 
performance overt the past couple of years 
are not quitting the asset class altogether but 
reallocating their capital to other managers 
and strategies.

A key theme for the future is transparency 
in the industry, which has already improved 
but has plenty of room to develop further. 
This was a key theme of seminars organised 
by Ifina with the involvement of other offshore 
fund service providers in Zurich and Frankfurt 
last autumn, and it is a priority that has been 
endorsed by the BVI financial regulator.

Regulators also attach greater importance 
to the use of independent third-party 
service providers, in place of still-common 
incestuous arrangements where the same 
financial group is not only the fund’s 
promoter and investment manager but fulfils 
key servicing and oversight functions. Before 
the crisis such arrangements did not seem 
particularly risky; today their perils are much 
more obvious.

Supervisory authorities now see the 
benefits of looking more to administrators 
to assist them in the control and regulation 
of funds, because they are the first to 
know if something goes wrong. However, 
that will work only if the service providers 
are genuinely at arm’s length, not if the 
administrator or custodian bank also 
happens to be the investment manager. n

Derek Adler is a director of 
Ifina (UK)
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After a sometimes nervous period of 
retrenchment and consolidation, service 
providers to the hedge fund industry in the 
British Virgin Islands such as administrators 
and law firms are moving up the gears 
as the upsurge in new business that has 
been taking shape since the middle of last 
year turns from expressions of interest into 
concrete deals to establish new funds.

Not that the past 12 months have been 
barren territory for the BVI’s array of law firms, 
a sector that includes most of the biggest 
specialists in offshore financial services 
business. The firms, which have experienced 
dramatic growth over the past five or six 
years, have continued in the main to prosper 
despite a relative dearth of new fund set-up 
work and a fall-off in new incorporations for 
their corporate business departments.

The first half of 2009 saw an avalanche 
of restructuring work for fund lawyers as 
management companies sought to balance 
the conflicting pressures of investors seeking 
to redeem their capital and assets that 

suddenly became illiquid and impossible to 
value accurately. In addition, their colleagues 
in litigation have been busier than ever, 
although litigation between managers and 
investors has been less common than the 
problems might suggest.

Overall, funds work for BVI law firms 
has held up relatively well considering the 
difficulties in the market, according to Ross 
Munro, a partner and head of investment 
funds and regulatory business at Harney 
Westwood & Riegels, the BVI’s most venerable 
international law firm. “Lawyers have been kept 
busy with a lot of distressed fund work,” he 
says. “There have been redundancies across 
the law firms, but not in the funds area - we’re 
actually recruiting at the moment.”

He is echoed by Rob McIntyre, head of 
investment funds at Maples & Calder, who 
says: “It’s no secret that some lawyers left 
the firm last year, as was the case with other 
law firms and financial sector businesses, 
and we didn’t recruit heavily. Historically our 
corporate department has been the largest, 

Service providers 
shift gears as fund 
launches take off

By Simon Gray
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New law to codify 
existing fund practices

By Richard May

jurisdictions and is unlikely to concern most 
BVI open-ended funds.

Finally, the minimum investment amount 
for each investor in a professional fund 
will be USD100,000 (subject to certain 
exemptions, such as investments by the 
manager and the manager’s employees). 
Professional funds that currently accept 
or can accept investments of less than 
USD100,000 will need to take advice on their 
position to ensure that they do not breach 
the new minimum restriction once it has 
been enacted.

The Mutual Funds Act requires persons 
providing investment management or 
administrative services to open-ended funds 
from within the BVI to be licensed, subject 
to certain exceptions. SIBA will extend 
this requirement to cover custodians and 
investment advisors of open-ended funds.

Subject to certain exceptions, SIBA will 
prohibit securities from being offered to the 
public in the BVI unless the terms of the 
offer are contained in a prospectus approved 
by the regulator. In practice, there are 
very few public offers in the BVI. so these 
provisions will have limited application. Some 
funds will need to update their disclosures to 
make it clear that they are not making offers 
to the public in the BVI.

Regarding market abuse, SIBA will 
bring in offences covering insider dealing, 
encouragement of insider dealing, disclosure 
of inside information, market manipulation 
and disclosure of misleading information. 
These provisions will have limited application 
to BVI investment funds since the offence 
would generally need to occur within the BVI.

The implementation date for SIBA is not 
yet known, but the legislation is expected to 
be enacted during the first half of 2010, with 
a transitional period to allow time to ensure 
compliance. n

Last year the British Virgin Islands Financial 
Services Commission released for public 
consultation the draft Securities and 
Investment Business Act. Although SIBA is 
still in the consultation phase at the time of 
writing, its anticipated scope is now clear 
and it is expected to have limited impact on 
the BVI hedge fund industry.

The primary purposes of SIBA will be 
to create a regulatory framework for the 
provision of certain types of investment 
business from the BVI (or by a BVI 
business company) and the public offering 
of securities in the BVI, and an offence of 
‘insider dealing’ to tackle potential market 
abuse from occurring in the jurisdiction. 
The legislation will also repeal the Mutual 
Funds Act, 1996 (as amended), replacing it 
with SIBA and related regulations (including 
Mutual Funds Regulations).

The new legislation is expected to bring 
various key changes to the mutual funds 
law. First, SIBA and the accompanying 
Mutual Funds Regulations will codify certain 
matters that have been accepted practice for 
several years.

For example, a private or professional 
fund would be expected to submit its offering 
document with its application for recognition, 
to have two directors (with a minimum of 
one individual acting as a director), and to 
provide notification to the BVI FSC of certain 
changes, including changes to its investment 
manager, administrator, custodian, board 
of directors, constitutional documents or 
offering documents.

Secondly, private and professional 
funds (in addition to public funds) will be 
required to prepare annual audited financial 
statements and file them with the regulator. 
In practice, most funds already have their 
financial statements audited. The requirement 
to file them is commonplace in most 

Richard May is a partner 
of Walkers and heads the 
investment funds team in the 
British Virgin Islands
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A one-stop fund 
administration shop

By Mara Alido Spencer

Mara Alido Spencer is 
managing director of Ace Fund 
Services (BVI)

Ace Fund Services offers fund administration 
services in the BVI and is part of the Patton 
Group. The group has been active in the 
British Virgin Islands since the early 1990s 
and offers corporate, trust and legal services. 
Two years ago, in response to growing 
demand for fund services from its existing 
clientele, the group launched Ace in the BVI.

While 2008 was a difficult year for the fund 
industry in the BVI and worldwide, it has 
not deflected the jurisdiction from its steady 
growth course. In turn, Ace’s long-term 
commitment to the BVI is an important factor 
in its relationship with the group’s existing 
clientele and in its development of new 
business as the sector rebounds.

The period in which Ace has been building 
up its infrastructure has seen considerable 
changes in the industry, especially in 2008, 
which saw extensive restructuring of funds in 
response to the adverse market environment 
and caution becoming the watchword among 
existing and prospective managers.

We took our time to establish solid 
foundations for the business as well as to 
ensure that our services met the changing 
demands of fund managers and of their 
ultimate investors. Building up the company’s 
activities from scratch has enabled Ace 
to fine-tune its approach to the new 
environment that is emerging following the 
global financial crisis.

This watchful approach is now starting 
to pay dividends with an upsurge in new 
business activity throughout the BVI toward 
the end of last year. With optimism renewed 
among managers and investors, long-delayed 
fund projects are being readied for launch 
and new managers are taking the plunge 
to enter the market. The introduction of 
the long-awaited Securities and Investment 
Business Act can only intensify that trend by 
equipping the BVI with modern legislation 

tailored to the industry’s new requirements.
One important change is that 

administrators must now be ready to 
provide more frequent reporting of NAVs 
and investment information than in the 
past, and they are being called on to make 
shareholders’ access to information easier. 
At the same time, the crisis has accelerated 
the trend among managers to use 
independent service providers rather than 
carrying out administration in-house. 

As a fully-licensed BVI service provider, Ace 
is able to offer its clients a convenient one-
stop shop with a wide range of administration 
functions including shareholder servicing, 
capital introduction, compliance monitoring 
and NAV calculation. This is an advantage 
especially for the start-up fund businesses to 
which the BVI is particularly attractive.

In addition to the group’s international 
network of offices throughout the world, the 
business works with a range of other service 
providers including custodians, brokers, 
banks, legal advisers and auditors, and has 
close ties with other local industry members, 
providing clients with easy access also to 
those services that should be delivered 
independently from the administrator.

Building a long-term partnership is central 
to Ace’s approach to client relationships, 
irrespective of the size of the funds involved. 
Unlike a number of other administrators, 
which won’t accept new fund clients below 
a certain minimum size, the company deals 
with vehicles ranging from incubator to well-
established funds.

The key is developing a partnership in 
which we see the potential for the manager 
to grow and for Ace to grow alongside them 
– and in which the manager also views the 
administrator as a long-term partner that will 
not simply provide an agreed set of services 
but will help them to achieve their goals. n

ACe  FunD SeRv iCeS
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popular option, according to May. “They 
were trying to isolate the illiquid assets in a 
way that would assist them in carrying on 
the fund,” he says.

“They would create an SPV underneath 
the fund and transfer the illiquid assets into 
the SPV, or if they weren’t transferable there 
would be an agreement between the two 
entities to allow the SPV to participate in 
the proceeds of the sale of those assets 
when they became liquid. Shareholders who 
had put in redemption requests would get a 
portion of cash and a portion of shares in 
the SPV.

“This was a rather neat structure for 
resolving a problem where everyone wanted 
to get cash out as quickly as possible, but 
where funds were restricted from doing 
that because of the share of illiquid assets 
and where they did not already have 
authorisation to create side-pockets.

“If they could redeem in part by giving 
investors a stake in an SPV, they could 
also return cash. That went down quite well 
among investors  because it was a speedy 
way of getting as much back to them as 
possible. Although the SPV was effectively 
managed by the investment manager, for the 
most part no fees were charged because it 
was treated as a redeemed asset.”

The success of these efforts has been 
welcome to administrators in the BVI, most 
of which have as clients both local and non-
BVI funds, especially those from Cayman. 
Derek Adler, whose International Financial 
Administration (Ifina) business has offices 

and for obvious reasons that business has 
dipped, but litigation has gone up and we 
did recruit two new litigators last year. We 
expect that area of business to continue to 
grow. If you think about the number of BVI 
companies set up over the years, the law of 
averages says there will be disputes, albeit 
not necessarily fund-related.”

According to Richard May, a partner and 
BVI head of funds at Walkers, apart from a 
small number of relatively high-profile cases, 
such as BVI funds connected with Madoff, 
the volume of litigation regarding hedge 
funds has been “surprisingly small”. 

He says: “It was certainly difficult in the 
first part of last year, but there was very 
little justification for those minded to litigate 
because you could effectively be going 
after your own money. I can’t think of many 
scenarios where there was anything you 
could consider actionable anyway, and even 
if there were, there weren’t many cases 
where it would have been worthwhile to 
pursue such a strategy.

“In a distressed scenario you want 
everyone focused on fixing things and 
getting money back to investors. You 
don’t really want your investment manager 
caught up in litigation just because you 
feel a bit aggrieved about the situation. In 
our experience investors were not happy 
when they couldn’t get money out, but 
were resigned to the fact that it wasn’t the 
manager’s fault, it was the market, and they 
just had to grin and bear it.”

Instead, May says, the first half of 2009 
saw a continuing flow of fund restructuring 
work, following a rush at the end of the 
previous year as managers sought to get 
their arrangements in place before year-end.

“There was a lot of spill-over into the 
first few months of last year with managers 
still trying to decide what to do with illiquid 
assets such as imposing suspensions of 
redemptions and gates,” he says. “Later on 
investors were called on to vote for or against 
the restructuring plans, and for the most 
part hedge funds had a high success rate 
in getting through their proposals because 
investors didn’t have a lot of options except to 
sit and ride the market out.”

For managers that did not have well-
defined arrangements to deal with illiquid 
assets, synthetic side-pockets were a 
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regime, regulation of the public issue of 
securities, and the targeting of market 
abuse offences, all of which should inspire 
increased confidence among users of the 
BVI. It’s really good news, together with the 
fact that the new legislation is accompanied 
by developments such as the Commission’s 
implementation of electronic filing last year, 
which makes it easier to access statistical 
information.”

Spencer, like other members of the 
industry, regrets the departure of Fortis from 
the ranks of the island’s administrators. 
“The BVI could certainly use bigger players 
coming into the market,” she says. “We are 
second in the global offshore hedge fund 
market” with a total of 2,923 funds at the end 
of September 2009, up from 2,781 a year and 
a half earlier, according to the BVI Financial 
Services Commission.

“It wasn’t good news that Fortis came 
in and then had to leave, but the past two 
years were difficult, and it’s no different 
from what’s happened in other jurisdictions. 
Now that things are starting to stabilise in 
terms of the market and of hedge funds 
and offshore vehicles in general, I wouldn’t 
be surprised if in a few years we saw new 
players coming in.”

Says Munro: “Fortis had already pulled 
back a lot of what they were doing in the 
BVI – a lot of the more high-level work was 
being done elsewhere, as far as I could see, 
for some time.” He adds that banking and 
custody is another area in which the BVI 
would benefit from an influx of new blood. 
“It would be great to see a name bank here 
offering funding and custody services,” he 
says. “HSBC does quite a bit of business with 
the BVI, and undoubtedly it would be good to 
have a name like that to refer people to, even 
though the fund industry has flexibility with 
the recognised jurisdiction regime.”

Adler also acknowledges that the BVI 
lacks a wide range of institutions offering 
high-quality banking services – something 
that appears to be due at least in part to the 
regulator’s wariness about the reputational 
dangers that can result from the activities of 
an offshore banking sector. “We used to do 
banking with Chase in the BVI because it was 
a household name and a global bank,” he 
says. “Having more top-name banks would 
raise the credibility of the jurisdiction.” n

in both jurisdictions (as well as operational 
functions in the UK), notes that some of his 
competitors have struggled, cutting costs 
and staff, but Ifina’s diversification of clients 
and focus on smaller funds have served it 
well through the crisis.

“Some of our competitors have been 
growing rapidly, but we’ve been very 
reluctant to take on funds of funds,” Adler 
says. “We’ve always been nervous about 
accepting NAVs from other administrators 
that have a poor record for getting them out 
on time. Like the BVI, we’ve remained fairly 
stable. During the catastrophic period we 
must have lost five funds, but we replaced 
those pretty quickly.

“During the first six months of this year, 
not many people were looking to set up new 
funds, but now we are seeing a lot more 
enquiries coming from new funds, as well as 
new money coming into existing funds. Over 
the past few months we are starting to see 
start-up funds launched by people that have 
left the bigger banks to go it alone. Although 
many existing funds are now recovering, 
in some cases managers are not earning 
any performance fees because they haven’t 
reached their high water mark yet. A few 
managers have closed their existing funds and 
started new ones to accelerate the process.”

Adler believes that in the post-crisis 
environment, administrators can play a much 
greater role in oversight of the hedge fund 
industry. “Some people are trying to offer 
more transparency, but we’ve a way to go 
yet,” he says. “This is an issue I have raised 
with the regulators in both Cayman and the 
BVI. The fund administrator is in the front 
line, and therefore regulators should looking 
more to us because we are the first to know 
if something goes wrong. That will only work 
with an arm’s-length, third-party administrator 
at, it won’t work if the administrator is part of 
the same group as the investment manager.”

Mara Alido Spencer, managing director 
of Ace Fund Services, believes that the 
implementation of the long-awaited Securities 
and Investment Business legislation will 
have a positive impact on the jurisdiction 
and its international image, which should in 
turn help to attract new fund domicile and 
servicing business.

“The act will cover not only mutual funds 
but a new investment business licensing 
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