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Development and the Financial Action Task 
Force not only to win fund domicile and 
servicing business but to attract alternative 
fund managers looking for options outside 
the UK tax net and the European Union’s 
regulatory ambit.

Unlike Jersey and Guernsey, the island 
strategically positioned in the middle of the 
Irish Sea between Great Britain and Ireland 
does not suffer the space and housing 
constraints experienced by many offshore 
jurisdictions, making it easier to manage 
issues such as availability of skills. Arguably, 
it also benefits from a broader economic 
base, including a vigorous life assurance 
sector, that makes it less vulnerable to the 
fluctuations of the investment industry. In 
addition, the existence of value-added tax 
makes government revenues less dependent 
upon the economic activity generated by the 
financial sector.

The Isle of Man has suffered its fair share of 
the alternative fund industry’s woes during 
the past three years of financial crisis and 
economic downturn, especially with the loss 
of one of its largest fund administrators, 
HSBC, and a decline in assets under 
administration from a peak of USD58bn 
to USD34bn at the end of 2009. However, 
members of the industry and government 
officials responsible for promoting the 
sector say the island is well positioned to 
recover ground in a business environment 
characterised by increased focus on 
transparency, regulation and governance – 
not to mention costs.

Like the Channel Islands, fellow 
dependencies of the British crown, the Isle of 
Man is seeking to capitalise on a reputation 
for high-quality services and good standing 
with international organisations such as the 
Organization for Economic Co-operation and 

Reputation key as 
island targets higher 
international profile

By Simon Gray
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The alternative investment industry is currently 
seeing a surge in potential new entrants 
thanks to the shake-out engendered by the 
financial market turbulence of the past three 
years and the impact of new restrictions on 
proprietary trading by financial institutions. As 
the investment outlook continues to brighten, 
the alternative fund sector is poised to benefit 
from a new influx of talent.

However, newcomers to the industry 
face a number of hurdles. In the wake of 
the disruption experienced in 2008 and 
2009, institutional investors in particular are 
cautious about placing money with untried 
managers until they have built up a track 
record. At the same time they – along with 
regulators – are demanding that managers 
demonstrate their commitment to compliance 
and governance standards as well as 
commitment to professional operations and 
procedures. All these developments have 
pushed up the cost of launching and running 
a fund management business.

The impact of these burdens on new firms 
is one of the factors that have prompted 
a change in the procedures for licensing 
of managers by the Isle of Man Financial 
Supervision Commission. Until recently the 
island’s regulator required managers to 
demonstrate full compliance with the regime 
before they would receive a licence allowing 
them to establish their business.

This created a Catch-22 situation for the 
principals of new Isle of Man-based firms, who 
found it difficult to attract key team members, 
such as compliance managers or risk 
advisers, without having a licensed business. 
The regulator was unable even to give such 
firms the assurance that a licence would be 
forthcoming once its conditions were met.

That has now changed with the introduction 
of an interim licence regime that allows 
managers to build up their operations and 

make essential appointments before having to 
meet all the requirements of a full licence.

The Graduated Manager scheme offers 
an optional two-stage licence process 
for applicants wanting to act as a fund’s 
manager, administrator, asset manager 
or investment adviser. The stage 1 start-
up licence is a restricted one that allows 
a business to be established and start to 
develop links with funds. At stage 2 a full 
licence will be considered, and if granted 
the licence-holder can act for funds under 
normal regulatory requirements.

The change is part of the Isle of Man’s 
ongoing efforts to attract managers to 
base all or part of their operations in the 
jurisdiction. Already the island is host to a 
number of well-known management firms, 
including Laxey Partners and Charlemagne 
Capital as well as Tufton Oceanic.

The jurisdiction offers attractive personal 
and corporate tax conditions, including an 
annual cap of GBP115,000 on taxation of 
worldwide income for resident individuals 
and a zero corporate tax rate for most 
companies. Costs are lower, especially for 
office space, while the Isle of Man faces no 
constraints on housing. The island offers 
as many as eight flights a day to London 
and daily links to other major cities such as 
Dublin, Belfast, Liverpool and Manchester.

Recent growth in interest among London-
based firms has been compounded by the 
European Union’s AIFM Directive, which 
will increase the regulatory burden on 
managers based within the EU, even those 
running offshore funds on behalf of investors 
elsewhere in the world, such as North 
America or the Middle East, rather than 
Europe. This new advantage of an offshore 
management business makes it a timely 
moment for the Isle of Man to roll out the 
welcome mat. n

Licensing change 
eases start-up path

By Peter Craig

Peter Craig is a partner with 
PricewaterhouseCoopers in 
the Isle of Man
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Right now, in common with the other 
crown dependencies, the island’s position 
is complicated by a dispute with the EU 
over the ‘zero-10’ tax regimes adopted by 
the three territories over the past few years. 
The zero-10 approach, which exempts most 
companies from corporate income tax, was 
conceived in order to meet bring the islands 
into line with the EU Code of Conduct on 
Business Taxation, which frowned upon 
differences in the tax treatment of companies 
with local and international operations.

Recently, however, it has been suggested, 
somewhat indirectly, that while the zero-
10 regimes may comply with the letter of 
the code of conduct, they breach its spirit. 
However, the specific complaint of the EU 
Code of Conduct Group is with attribution 
and deemed distribution provisions designed 
to prevent local taxpayers deferring income 
tax through companies retaining profits 
instead of distributing them. Because the 
measures did not apply to shareholders not 
resident in the respective jurisdiction, the 
provisions were deemed discriminatory.

Guernsey had signalled its willingness to 
respond to the apparent broader concerns 
about zero-10 by contemplating fundamental 
changes, perhaps involving a move to a 
standard 10 per cent corporate tax rate. But 
Jersey and the Isle of Man initially rejected 
the EU’s complaints on the grounds that 
the provisions in question involved personal 

rather than business taxation and therefore 
fell outside the remit of the code of conduct.

However, in February the two crown 
dependencies changed tack and effectively 
called the EU’s bluff by announcing the 
abolition of the attribution and deemed 
distribution rules, leaving zero-10 otherwise 
intact. The Isle of Man insists that the code 
of conduct group, as well as the union’s 
Economic and Financial Affairs Council 
(Ecofin), had determined as long ago as 
2003 that zero-10 regimes as such did not 
constitute abusive and harmful tax practices.

Treasury Minister Anne Craine argues that 
the island has now met the objections raised 
to its tax system: “Indications from the UK 
Treasury [were] that, as expected, the code 
group considers the Attribution Regime for 
Individuals in combination with the island’s 
corporate tax system to be harmful. As we 
had been anticipating that the attribution 
regime would be found to be harmful, I 
moved to abolish it in [last month’s] Budget.

“We remain committed to our policy 
of being a good neighbour, which 
encompasses being responsive to the views 
of the European Union. At the same time, 
the Isle of Man is fiscally independent, and 
participates in the code of conduct process 
on a voluntary basis. It is not in the island’s 
interests to have aspects of our tax system 
which the EU sees as causing difficulty. 
Removing the attribution regime should 
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end concerns over the zero-10 company 
tax system.”

The argument is set to rumble on for a 
few months yet, with the code of conduct 
group due to report to Ecofin, which in 
turn may not take a decision until May or 
June. But Brian Donegan, head of business 
development for investment capital markets 
in the financial services division of the 
Isle of Man’s Department of Economic 
Development, demurs at suggestions that the 
determination of Jersey and the Isle of Man 
to retain their zero-10 regimes risked bringing 
down the wrath of the EU on all three crown 
dependencies.

“We have been at great pains to be 
transparent and accountable with all 
European authorities, even though we 
don’t enjoy full membership of the EU nor 
full access to its markets for our financial 
products and services,” he says, noting 
that the Isle of Man decided many years 
ago that it would be fully accountable 
and compliant.

Indeed, Donegan points out that the island 
is using its growing list of tax information 
exchange agreements, with EU members 
among others, as a springboard to develop 
double taxation agreements that will be 
of particular benefit to the financial sector. 
“The expectation is that in time we will 
have a very acceptable network of double 
taxation agreements.”

Meanwhile, the island is preparing for 
the entry into force of the EU’s Alternative 
Investment Fund Managers Directive, for 
example through the creation of a dedicated 
working party within the fund development 
group comprising representatives of 
the regulator, the fund industry and the 
government. The group will examine the 
steps the jurisdiction needs to make over 
the coming months and years to ensure that 
funds domiciled in or managed from the 
Isle of Man are eligible for ‘passporting’ into 
EU markets once this is authorised by the 
directive, probably from around mid-2015.

“Considering the various compromises 
drafts that were put forward, what’s emerged 
is workable for the Isle of Man,” says 
PwC partner Peter Craig. “The retention of 
the private placement regimes is crucial, 
because it would have been very hard 
for the island if they had been abruptly 

abolished and access to the UK market 
had disappeared overnight. The phased 
approach means Isle of Man funds are not 
instantly excluded, and it gives a reasonable 
timescale to meet the required criteria.”

Donegan agrees, saying: “The final form 
of the AIFM Directive is less onerous than 
the first draft that appeared in 2009, when it 
looked as though there would be a Fortress 
Europe-type approach to the alternative 
fund industry. We believe that when the 
time comes, our products and services will 
be capable of being considered equivalent 
for the purposes of passporting within the 
EU. We also believe we will benefit from the 
strength of our reputation. Institutions and 
managers are very keen to ensure that their 
own good name is not at risk in any way 
as a result of the jurisdictions in which they 
hold investments or run operations.”

Mike Kelly, managing director of ABN 
Amro Fund Services (IOM), the former Fortis 
Prime Fund Solutions business that is in 
the process of being acquired by Credit 
Suisse, agrees that being recognised as a 
well-regulated jurisdiction will help the Isle 
of Man to gain any necessary approvals 
for its fund business under the future EU 
passporting regime.

“We are very fortunate in having a 
very close working relationship with our 
regulator,” he says. “The Isle of Man 
Financial Supervision Commission can 
hear directly from the industry what it 
feels it needs in order to obtain regulatory 
equivalence. The regulator is ready to work 
with its counterparts in EU jurisdictions and 
get the agreements in place to enable us to 
market our products within Europe.”

Gill Crennell, a senior associate with law 
firm Appleby, says the relationship has also 
proved its value when the need for internal 
regulatory change has become evident. “The 

“The Isle of Man has a really 
good track record in moving 
quickly on regulation… That 
may give us an edge over 
regulatory relationships in 
other jurisdictions.”
Gill Crennell, Appleby
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needs to maintain its focus on targeting key 
markets, with close co-operation between 
the government and the Fund Managers 
Association. “We have a very co-ordinated 
approach and our marketing efforts are quite 
significant, but we don’t want to take our foot 
off the pedal when competition with other 
jurisdictions is so intense,” she says.

Donegan notes that the fund industry 
remains a vital part of the island’s financial 
services sector. “In line with many other 
countries and territories around the world, 
the Isle of Man is facing a period of financial 
readjustment, but it is starting this process 
from a position of relative strength, with 
low unemployment, no external borrowing, 
sound reserves and a reputation for political 
stability,” he says.

“Our economy is holding up well, which is 
a tribute to the diversity and resilience of the 
island as a leading centre for international 
business. Its pragmatic and careful 
budgeting in recent years has allowed us to 
make significant investment in the island’s 
infrastructure, including a new hospital, 
schools, an energy-from-waste facility and 
world-class telecoms services.”

Angus Gilmore, director of operations and 
risk at Ernst & Young and chairman of the 
Isle of Man Fund Managers Association, 
adds: “We are not by any means sitting 
still, but looking to develop new products 
that the markets want and persuading 
people to use the Isle of Man rather than 
our competitor jurisdictions. Institutional 
investors seem to be having more of a say 
in domicile decisions. They want to see 
funds domiciled in a jurisdiction where there 
is legal recourse, where the law is similar to 
what they are used to, and preferably in a 
time zone not too far away. The Isle of Man 
can offer all of these things.” n

Isle of Man has a really good track record 
in moving quickly on regulation,” she says. 
“If something is identified as being needed, 
the Fund Management Association can 
draw on its good working relationship with 
the regulator.

“For example, treasury shares for 
traditional Isle of Man companies whose 
shares are admitted to trading on an 
established market were introduced in May 
last year in direct response to a request 
from local fund administrators. This may give 
us an edge over regulatory relationships in 
other jurisdictions.”

For now, the government’s strategy is 
to rebuild the momentum the Isle of Man 
enjoyed before the financial crisis as the 
global industry resumes its upward path. 
“The hedge fund industry seems to be back 
to its pre-Lehman asset levels and we’re 
starting to see signs of a pick-up in the Isle 
of Man as well,” Donegan says. “When the 
crisis peaked in 2008 we had just under 
USD58bn in assets under administration.”

The Isle of Man Funds Review Group, 
which comprises representatives from the 
sector, regulator and government, recently 
completed the latest in a series of regular 
reviews of the island’s fund industry. Says 
Donegan: “The chief recommendation was 
that we needed to do more to keep our 
profile up, especially among the lawyers 
in the City of London who decide where 
funds should be incorporated and domiciled. 
We have a strong offering in terms of our 
licensing regime for fund management 
as well as our regulatory, legal and fiscal 
infrastructure. But we need to focus our 
attention on ensuring that people are aware 
of the benefits we offer.”

The jurisdiction’s outreach strategy 
includes the sponsorship of major hedge 
fund conferences, regular panel-based 
debates on topical issues in London for 
audiences drawn from the industry, and 
presentations to key City law firms. Donegan 
also invites managers to visit the Isle of Man 
to inspect it for themselves: “Visitors really 
appreciate the substance and benefits of our 
funds offering.”

Susan Macgregor, assistant vice-
president in the Isle of Man intermediary 
and institutional wealth solutions team at 
Barclays Wealth, agrees that the island 

“We have a very co-ordinated 
approach and our marketing 
efforts are quite significant, 
but we don’t want to take 
our foot off the pedal when 
competition with other 
jurisdictions is so intense.”
Susan Macgregor, Barclays Wealth
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The Isle of Man is seeking to give its fund 
services industry new impetus by attracting 
fresh fund administration business and is 
looking for new service providers to expand 
capacity in the island. But at the same 
time the authorities hope the jurisdiction’s 
advantages in areas such as taxation, 
operating costs and set-up incentives can 
tempt start-up alternative fund managers 
to establish themselves on the island 
and existing ones to move part of their 
operations there.

The British crown dependency already 
has a small but not insignificant manager 
community, showcased by Laxey Partners, 
the emerging markets manager and 
activist investor named after a village on 
the island’s east coast a few kilometres 
north of the capital, Douglas. However, the 
government’s head of business development 
for the fund sector, Brian Donegan, believes 
there is particular potential to expand the 
sector at a time when newcomers to the 

industry are struggling with heavy cost and 
compliance burdens.

“With regulatory changes, particularly in 
the US, including the Volker Rule barring 
banks from operating proprietary trading 
desks, a lot of very talented people are now 
considering starting their own businesses,” 
he says. “It’s a good time in that the worst of 
the crisis seems to be behind us and there’s 
plenty of volatility in the marketplace, which 
the hedge fund industry thrives on.

“Over the coming years we expect to see 
a lot of new management firms launched, 
and as a jurisdiction we are looking to attract 
quality start-ups – that is, seasoned people 
who’ve been around the circuit a couple of 
times and are now on their first fundraising 
round. Not only are such people a better 
reputational risk for the jurisdiction, we can 
help them get started through a package of 
financial assistance measures.”

Donegan says that financial help is 
particularly important to start-up firms 

Twin-track approach 
targets managers and 
fund administrators

By Simon Gray
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because it can help them build performance 
track records at a time when institutions in 
particular are wary about placing money with 
untried names. “One of the first things that 
will drive a firm’s performance is its cost 
base,” he says. “We can offer a 40 per cent 
grant toward capital expenditure in year one, 
covering areas including hardware, software, 
office space and recruitment. A lot of start-
ups are already finding that an attractive 
proposition.”

Just as important, he believes, is that the 
Isle of Man is ready to welcome established 
managers even if they want to keep a 
foothold in London. “The proposition we 
have been offering them is to keep the 
investment management and client relations 
activities in Mayfair, but to move operations 
and administrative functions to the Isle of 
Man and benefit from our advantageous tax 
regime,” he says.

“Provided you delegate all the strategic 
management advice to the fund adviser 
in London, you are rated at zero for tax 
purposes in the Isle of Man. The past two 
years have not been a good time for moving 
jurisdiction, but now we believe people are 
looking for a viable alternative to London, 
especially after the recent uncertainty over 
the investment management exemption in 
the UK, the increase in the top income tax 
rate to 50 per cent and the recent changes 
to the taxation of non-domiciled residents 
in Britain.”

However, Susan Macgregor, assistant 
vice-president in the Isle of Man intermediary 
and institutional wealth solutions team 
at Barclays Wealth, says the reasons for 
managers choosing the Isle of Man extend 
well beyond financial considerations. “Some 
of them have made a lifestyle choice to be 
based here in person, while others firms 
have moved a large part of their operation 
here,” she says.

“We’re trying to use the success stories to 
persuade other managers to move, although 
there’s probably been so much uncertainty in 
the market over the past two or three years 
that a lot of London-based managers whom 
we might expect to consider moving are 
sitting tight for the moment.”

Angus Gilmore, director of operations and 
risk at Ernst & Young and chairman of the 
Isle of Man Fund Managers Association, 

notes that the combination of government 
grants and the introduction of the graduated 
licensing procedure for fund managers 
by the Isle of Man Financial Supervision 
Commission is designed to increase the 
jurisdiction’s appeal to start-up firms.

“Instead of requiring a complete 
infrastructure, including compliance officers, 
systems and everything else, to be in place 
before managers can apply for a licence, 
there is now a two-stage process that 
enables managers to apply for an initial 
licence,” Gilmore says. “They can then 
announce their presence to the market 
and start fundraising, but as soon as they 
actually start taking in funds they must apply 
for the full licence.”

He emphasises that managers must still 
comply with various requirements, such as 
having an established track record in the 
industry and assurance of good character, 
in order to receive an initial licence. “What 
we are trying to do is to ensure a sensible 
level of costs and certainty over those costs 
while managers are out marketing,” he says. 
“An initial licence from the commission is no 
guarantee that they will be awarded the full 
licence, but it enables them to work toward 
fulfilment of the criteria.

“This plays to the Isle of Man’s strength 
in terms of cost and capability. We offer 
lower costs than you will find in the Channel 
Islands, for instance, in areas such as 
administration. In addition, over the years the 
island has differentiated itself by offering a 
more boutique service and the ability to deal 
with more esoteric assets and strategies. 
That means that auditors, bankers, lawyers 
and administrators are used to being far 

9 “We can offer a 40 per 
cent grant toward capital 
expenditure in year one, 
covering areas including 
hardware, software, office 
space and recruitment. A 
lot of start-ups are already 
finding that an attractive 
proposition.”
Brian Donegan, Isle of Man Government
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more involved with the manager and helping 
them through the set-up process.”

Whatever the success of efforts to attract 
fund managers, the Isle of Man authorities 
and promotional groups continue to target 
growth in administration work, both of 
Isle-of Man domiciled vehicles and of 
funds established elsewhere, especially 
in the Cayman Islands, and through 
increasing business flows for existing fund 
administrators as well as attracting new 
entrants to the sector.

Assets under administration in the Isle 
of Man fell by more than 40 per cent in 
the course of 2008 and 2009 as a result 
of performance losses and investor 
redemptions, but also because of a 
restructuring at HSBC Securities Services 
that saw alternative fund administration work 
consolidated in Luxembourg and Dublin, 
at the expense of the Isle of Man, where 
around 100 jobs were lost, and Guernsey.

At the same time the sector has suffered, 
at least in terms of its external promotion, 
by uncertainty over the future of its other 
big administration firm, the former Fortis 
Prime Fund Solutions business, after the 
Fortis group was taken into public ownership 
by the Dutch state. Currently known as 
ABN Amro Fund Services, but still trading 
under the Prime Fund Solutions name, the 
business is in the process of being acquired 
by Credit Suisse, a transaction that was 
announced last May and has taken longer to 
complete than expected but that is now set 
to go through within weeks.

Mike Kelly, managing director of ABN 
Amro Fund Services (IOM), says he is 
optimistic about the business outlook 
once the ownership change is complete. 
“Business for us, like much of the fund 
industry, is relatively slow at the moment 
compared with the period running up to 
2008, but opportunities are starting to appear 
again. Hopefully the marketplace as a whole 
has now bottomed out.”

Kelly believes that despite HSBC’s 
decision to move its operations elsewhere, 
the Isle of Man is well placed to develop 
as a centre for administration business in 
the coming years – especially, he believes, 
because managers who are not targeting 
European investors may be reluctant to jump 
through the hoops required to comply with 

the European Union’s Alternative Investment 
Fund Managers Directive.

“Regulatory changes in Europe and 
elsewhere will impact significantly upon the 
industry across the globe,” he says. “The 
Isle of Man is well aware of this, and we 
can see several areas where we believe we 
can position ourselves very competitively. 
For example, Isle of Man funds that are 
managed and administered on the island and 
that are marketed to the US, the Middle East 
or South Africa can fall completely outside 
the scope of the directive. That would enable 
managers to avoid the constraints that the 
directive threatens to introduce.”

Meanwhile, activity within the jurisdiction 
is also poised to benefit from the recovery 
of its major fund manager clients. Says 
Kelly: “While the past three years have seen 
restructuring of funds and an exodus of 
investor capital, there are indications that 
this money is ready and willing to return to 
managers once they have regrouped and 
developed new investment models, drawing 
on their existing management expertise.”

Whether or not other big international 
administrators would consider setting up 
operations in the Isle of Man will only be 
seen over time, he believes. “As the markets 
recover, there is no reason why the island 
should not be on the global radar once 
more,” he says. “The Isle of Man offers 
stability, skills and many years of experience 
in the industry. Many jurisdictions weren’t 
active in the fund industry 15 years ago. Over 
those years we’ve gained a lot of expertise 
here, and we also benefit from the fact that 
staff turnover is much lower here than in 
competing jurisdictions.”

PwC partner Peter Craig says that 
stability and personal service allow even 
the island’s smaller, locally-owned service 
providers to compete for business. “Clients 
are very people-focused when it comes to 
administration,” he says. “Managers have 
day-to-day relationships with ‘Julie’ who does 
the share registry and ‘Michael’ who handles 
NAV calculation. The island offers personal 
service, staff turnover is very low, and it’s 
an industry that people enjoy working in. By 
contrast, clients may not have those long-
term individual relationships dealing with 
administrators in larger jurisdictions.”

The island has attracted a number of 

induStRy
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requiring a fiduciary depositary; there are no 
restrictions on types of investor. The fund 
must have an Isle of Man manager and a 
regulated fiduciary custodian/trustee.

By contrast, the Qualifying Fund may 
have a minimum investment level below 
USD100,000 but is aimed at non-retail 
investors; it must have an Isle of Man 
manager and an appointed custodian. 
Specialist Funds have a minimum investment 
level above USD100,000; there is no formal 
requirement for a custodian and the 
administrator may be either in the Isle of 
Man or another “acceptable” jurisdiction.

There is also growth in the Exempt 
Scheme product that must not be offered 
at all to the public, must have fewer than 
50 investors, and is outside any form of 
regulation. “This is a very popular vehicle for 
family office and private arrangement-type 
business,” Gilmore says.

“The Regulated Fund, which is approved 
for listing on the Irish Stock Exchange, is 
attracting some new business,” says Appleby 
senior associate Gill Crennell. “Following 
the review of our fund products by 
representatives of the island’s fund industry 
and the regulator, we now have an excellent 
mix ranging from typical offshore unregulated 
schemes right through to fully regulated 
Ucits-equivalent funds. The review was in 
response to what we saw as an increasing 
appetite for a degree of regulation, and even 
our lightly regulated schemes are registered 
with the regulator.”

Gilmore argues that the redefinition of 
the Isle of Man’s fund range, along with its 
approach to attracting managers, are part 
of a broader strategy targeting the needs of 
high net worth individuals, whether inside 
or outside the fund industry. “The benefits 
to wealthy individuals of relocating here get 
better as the environment improves,” he says. 
“For example, we offer a corporate aircraft 
register and are developing a large base 
operation for private aircraft at the airport.

“We are building the environment around 
the high net worth space as a whole, 
which obviously includes fund managers. 
As ever with these things, it’s a question 
of resources. We are a niche player in 
the wider financial services world, and it’s 
important that we concentrate our resources 
in the right place.” n

fast-growing international administration 
firms in recent years, including Apex Fund 
Services, Caledonian Group and Cayman 
National Bank. In addition Appleby, which 
in 2009 became the first offshore magic 
circle law firm to establish a presence in the 
jurisdiction through a merger with local firm 
Dickinson Cruickshank, has also obtained 
a fund administration licence. Says Craig: 
“These are international businesses that see 
an opening in the Isle of Man.”

In addition, he says, fund administration 
benefits from the pool of skills available in 
the island’s large international life assurance 
sector: “The largest part of the asset 
management industry in the Isle of Man is 
actually in life companies that offer unitised 
product – the skills within the two sectors are 
highly complementary.

“There are people who deal with new 
business, and who price the underlying 
funds that people invest in. The only 
difference is with life assurance there is an 
actuary in the middle. The island has a large 
pool of people with relevant experience and 
knowledge, and whom fund administrators 
can draw on if they need to expand.”

Over the years there has been an ongoing 
debate about the importance of the Isle of 
Man’s own range of fund structures to the 
growth of the industry, especially among 
administrators that mostly service funds 
domiciled elsewhere. Nevertheless industry 
members believe that recent changes to 
the line-up of funds aimed at retail and 
sophisticated investors have benefited the 
jurisdiction, notably by clarifying the types of 
fund aimed at different classes of investor.

Following the replacement in 2007 of 
the Experienced Investor Fund and the 
Professional Investor Fund by the Qualifying 
Fund and the Specialist Fund, and the 
implementation of a new legislative structure 
for the industry the following year with the 
Collective Investment Schemes Act, last 
May the Isle of Man Financial Supervision 
Commission introduced the Regulated Fund, 
a new regime that replaces the International 
Scheme and entails high levels of oversight 
by the regulator of the fund, its governance 
and service providers.

The Regulated Fund is aimed at retail 
investors (it is normally sold through 
independent financial advisers) or markets 

“We offer lower 
costs than you 
will find in the 
Channel Islands, 
for instance, in 
areas such as 
administration.”
Angus Gilmore, 
Ernst & Young


