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This illustrates the BVIs’ commitment 
to being seen by the global investment 
community as a cooperative, proactive and 
well-regulated jurisdiction at a time when 
offshore markets are having to embrace 
transparency and shore up their powers of 
regulatory oversight. In many respects, the 
BVI is doing a good job.

“The main thing for the BVI is actually 
staying off the various grey lists,” explains 
Tim Clipstone of Walkers. “We’ve just passed 
a Phase 1 peer review by the OECD which 
reviews the legislation in place to perform 
appropriately under the TIEAs. There’s 

In 2009 the BVI, perhaps surprisingly 
given that its been a long-time member of 
IOSCO, found itself on an OECD ‘grey list’ 
of jurisdictions deemed to have done an 
insufficient amount to implement international 
standards on tax information exchange. It 
was soon rectified. The minimum number 
of Tax Information Exchange Agreements – 
TIEAs – stipulated by the OECD is 12: the 
BVI got these within one month of the grey 
list being reported. 

Today, it has 21 TIEAs, 12 of which are 
with EU member states including the UK, 
France and Germany. 

Consultative approach to 
regulation strengthens 

BVI’s arm
By James Williams
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also been a recent Financial Stability Board 
review undertaken by the IMF which the BVI 
passed with flying colours and is the highest 
tier of adherence.” 

This was a full regime review that looked 
not only at the tax exchange structure of 
jurisdictions but the entire system of corporate 
governance and took into consideration an 
array of economic and political questions in 
deciding whether a jurisdiction was stable or 
not. That the BVI came through it, whilst a 
number of European jurisdictions did not, is 
commendable. 

Nicolaas Faure, Executive Director of 
Drake Advisors, a fund administrator, 
believes the TIEAs are good for the BVI but 
for Drake this hasn’t necessarily translated 
into more clients coming through the door: 
possibly because the firm focuses on 
emerging markets. “The TIEAs might well 
bring a new class of manager to the BVI. 
Those looking to passport their funds at a 
later stage into onshore European markets 
like Ireland, for example, will benefit from 
setting up in the BVI,” says Faure.

Global regulation of hedge fund managers 
has ramped up post-08, particularly in 
the US under Dodd-Frank, which requires 
those running assets over USD150million to 
register with the SEC. Offshore jurisdictions 
like the BVI have therefore had no choice 
but to respond to international pressure, 
culminating in the introduction of the 
Securities & Investment Business Act (SIBA) 
on 17 May 2010. The previous Mutual Funds 
Act had existed for 12 years. 

Simon Schilder, a partner at law firm 

Ogier and chairman of the BVI Investment 
Funds Association says the BVI Investment 
Funds Association is working closely with 
the islands’ financial regulator, the Financial 
Services Commission, to develop the BVI 
funds product and improve the islands’ 
competitiveness. 

“Several members of the BVI Investments 
Funds Association’s executive committee, 
including myself, sit on the Securities, 
Investment Business and Mutual Funds 
Advisory Committee, which is the committee 
established by the FSC to advise it on 
changes to SIBA and the regulation of, 
amongst other things, the BVI funds 
industry,” says Schilder. 

“As industry participants we are 
continually looking at ways to make the BVI 
as attractive as possible, whilst at the same 
time, also maintaining international best 
practice for regulation, so as to encourage 
growth of the BVI investment funds industry.” 

When SIBA replaced the Mutual Funds Act 
in 2010 there was little substantive change 
per se to the regulatory regime of funds. It 
was more a case of established FSC policies 
and best practice being codified: auditing 
of professional and private funds, making 
notification filings in relation to key changes, 
a minimum of two fund directors etc. 

Changes to public funds and the Public 
Funds Code were, however, more significant. 
“The substantive effect of SIBA was, 
effectively, to widen the distinction between 
the regulation of private and professional 
funds (i.e. hedge funds) on the one hand 
and the regulation of public funds (i.e. retail 
funds) on the other,” comments Schilder.

Ross Munro of Harneys believes SIBA 

Overv i eW
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“The TIEAs might well bring 
a new class of manager 
to the BVI. Those looking 
to passport their funds at 
a later stage into onshore 
European markets like 
Ireland, for example, will 
benefit from setting up in 
the BVI.”
Nicolaas Faure, Drake Advisors
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Fairfield Sentry case is a 
feather in BVI’s judicial hat

interview with Tim Clipstone

The recent ruling in September 2011 by 
Justice Edward Bannister QC not to allow 
the liquidators of Fairfield Sentry – the largest 
hedge fund invested in Bernard L. Madoff 
Investment Securities LLC – to claw back 
investor redemptions illustrates well the 
strength of the BVI judiciary system. 

As Tim Clipstone, a partner in the Global 
Investment Funds and Corporate Groups, 
Walkers BVI, comments: “Whatever is 
thought of the outcome, given that Madoff 
was the biggest fraud on Wall Street the 
easiest thing to do would have been to roll 
over and follow the lead of many US Courts 
in allowing claw backs to take place.” 

To its credit, the BVI Commercial Court 
did not. Rather, it applied BVI legal principles 
and followed them. 

In recent months, Fairfield Sentry’s 
liquidators had sought to claw back 
redemption payments from investors that 
had been paid out by the Fairfield fund up 
to six years prior to the Madoff fraud being 
uncovered. The hearings were held in front 
of Justice Bannister, with the liquidators 
presenting a two-pronged argument.

Firstly, that payments were made by 
Sentry under a mistake of fact. Secondly, 
that redemption payments were based 
on a mutual mistake. Clipstone explains 
the basis of the two claims: “As Sentry 
had miscalculated the fund’s NAV – an 
innocent mistake but nonetheless incorrect 
– redeemers had consequently been 
‘unjustly enriched’, with the overpayment 
being subject to repayment to the Company. 
Regarding the mutual mistake, no one knew 
about the Ponzi scheme when calculating 
the redemption payment, so the equitable 
solution was for the investors to pay back 
the redemption payments and be restored as 
members of the company.” 

In response to these two claims, a 

summary judgement application was 
made by ABN Amro, one of the investors. 
Bannister agreed with ABN Amro that the 
claw back claims should be struck out: the 
arguments presented to support the ability of 
the liquidator to claw back were not, in his 
view, capable of success. 

Bannister found the fact that the 
underlying asset values were misunderstood 
didn’t mean that the contract was invalid. “In 
effect, Bannister maintains that if underlying 
valuations of particular assets are later 
proved to have been incorrect, that alone is 
insufficient to revisit the redemption contract 
and re-open the NAV calculations,” states 
Clipstone. 

Bannister’s decision is welcome news 
not just to those who received redemption 
proceeds out of Madoff feeder funds, but to 
all investors that have received money out of 
funds whose asset valuations are subject to 
challenge subsequent to their redemption out 
of the fund. 

Clipstone sees the decision as 
consistent with the commercial imperative 
that investors in funds “must be able to 
rely on the NAV used to calculate their 
redemption proceeds and have comfort 
that the court will not require NAV to be 
recalculated solely because assets are 
subsequently discovered to have been 
innocently mispriced”. 

The summary judgement decision is being 
appealed by Fairfield Sentry’s liquidators. If 
successful, the case would return to the BVI 
Commercial Court for a full hearing and may 
be subject to a different outcome. 

But as Clipstone concludes: “Whatever the 
ultimate outcome, the Fairfield Sentry case 
underscores the strength of law in the British 
Virgin Islands and the fact that all industry 
participants can have confidence in the 
British Virgin Islands’ legal system.” n

Tim Clipstone, Partner, 
Walkers BVI

Walkers
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has, on the whole, been positively received 
by the funds industry. “Our funds clients 
have dealt with it in their stride. Most are 
dealing with more burdensome regulation 
in other parts of the world: the story of 
increased regulation is hardly unique.” 

Various elements, under SIBA, have 
tightened up. With regards to auditors, 
whilst managers don’t need local audit sign-
off they must appoint a firm who audits 
in accordance with accounting standards 
deemed acceptable by the FSC: namely 
GAAP and IFRS. 

Mark Chapman of Deloitte & Touche says 
that all private and professional funds had to 
appoint an auditor prior to SIBA, so in that 
sense nothing has changed. “Where there 
has been significant change results from 
subsidiary legislation which stipulates that an 
auditor is qualified to act if he is a member 
of certain professional bodies and is eligible 
to be appointed as auditor under the rules 
of his professional body – qualification that 
some audit firms may be unable to meet.”

The ability to choose a non-BVI auditor 
actually presents something of a double-
edged sword. As Chapman further 
elaborates: “We’ve seen a number of foreign 
audit firms consult with their Practice 
Protection or Risk Management Groups and 
have determined that they’re unable to meet 
the certifications required and cannot meet 
the specific reporting to the FSC that may be 
required under notice because of privacy or 
other laws in their home jurisdiction.” 

In such circumstances, BVI-based audit 
firms like Deloitte, KPMG and PwC are well 
positioned to service BVI funds. This could 
perhaps explain the reason why Ernst & 
Young recently opened an office there, giving 
the islands a full set of “Big 4” accountancy 
firms: precisely what the IFC wants as it 
looks to encourage growth of the islands’ 
fund services infrastructure.

Another area that SIBA has helped clarify 
is that of independent directors. At least two 
directors are required for funds at all times, 
one of which can be an individual. “What 
this means is that SIBA acknowledges the 
use of corporate directors. Previously there 
was always a question mark over the status 
of corporate directors so that’s a useful 
development,” explains Clipstone. 

He adds that under SIBA there’s also been 

an extension of the professional fund grace 
period. Previously, a professional fund was 
only allowed to start trading 14 days before it 
was finally approved, although Clipstone says 
it was never clear precisely what standing a 
professional fund had in those 14 days. “What 
SIBA now allows is a 21-day ‘grace period’ 
for professional funds whereby as long as 
you’re compliant with the professional fund 
regime it can be treated as a professional 
fund and marketed as such before the 
recognition certificate is issued, provided the 
fund applies for recognition within 14 days of 
commencing trading.”   

Tightening its regulatory regime might 
have been viewed negatively five or six years 
ago but if anything, in today’s climate, the 
BVI is in a stronger position than ever. It’s 
bigger neighbour, the Caymans, equally has 
a well-respected regulated fund regime. 

But there remains one crucial difference 
between the two jurisdictions: whilst the 
Caymans allow fund managers to remain 
exempt, the BVI requires everyone to be 
licensed, irrespective of size. 

Few believe that onerous licensing, 
and a subsequent cost burden, should 
necessarily apply to start-up managers keen 
to minimise costs in the early stages of fund 
management. 

“I think the FSC and the policy 
commission feel that whilst a light touch for 
professional and private funds is appropriate, 
there ought to be a level of regulation for 
all managers, given that it’s the manager 
who makes the investment decisions for the 
funds,” says Clipstone. “The licensing cost 
is not, in and of itself, large but it can take 
a long time to get a full license.” This, he 
says, may not be appropriate for many start-
ups, especially for those managing their own 
money.

“Our funds clients have dealt 
with it [SIBA] in their stride. 
Most are dealing with more 
burdensome regulation in 
other parts of the world: the 
story of increased regulation 
is hardly unique.”
Ross Munro, Harneys

4 



BVI Hedgeweek Special Report Jan 2012 www.hedgeweek.com | 7

Overv i ew

different and progress is being made but 
that a move towards a wide-ranging exempt 
manager status is unlikely. 

This is understandable given that investors 
want tighter control of managers, wherever 
they operate. In that regard it might well be 
that the Caymans close the loophole that 
allows for exempt fund managers although 
Folio Group’s Calum McKenzie says that “if 
they have any sense they’ll resist doing that 
to the hilt because it’ll have a huge impact 
on their industry”.

“The reason the Caymans can have 
exempt fund managers is because their 
funds are not in effect ‘regulated’ funds 
but rather entities registered with CIMA. In 
this regard we are aware that the FSC are 
considering certain options, particularly given 
that the financial crisis and introduction of 
SIBA has led to a decrease in the number of 
BVI funds.” 

One undisclosed source confirmed that a 
compromise might be in the pipeline, which 

In Europe, even De Minimus managers 
with less than EUR100million in AUM will 
still be regulated under the AIFMD, just 
less rigorously. Clipstone thinks the stance 
taken by the FSC may dovetail into today’s 
global regulatory environment “better than 
the Cayman exempt manager stance”, but 
is keen to emphasise: “The point is that 
the Dodd-Frank Act and AIFM Directive 
recognise that there can be asset thresholds 
under which a lighter touch for managers 
might be appropriate.”

Munro concurs: “Managers running less 
than USD150million in the US are subject 
to a lower level of regulation: that to me 
makes sense. The FSC is cognisant of the 
potential for systemic risk. There are large 
managers with funds based in the BVI and 
Caymans who could pose some systemic 
risk but frankly anyone under USD150million 
isn’t going to bring down the banking 
system.” Munro says that the BVI authorities 
are aware of the need to offer something 

From offi ces in the BVI, Ireland and the UK, with 
support offi ces in The Philippines, Cayman Islands, 
Cyprus, Mauritius and soon South Africa, we 
focus on excellent service, combining well-trained 
professional staff with cutting edge technology. 
Regardless of your timeline, currency or language, 
we are on the ground and able to assist.

Our core business is fund administration. We are 
structured and licensed to provide a complete 
fund solution, from set up and structuring, to stock 
exchange listings. 

Our experience, expertise and positioning makes 
us a leader in the fi eld especially when it comes 
to investing into or out of Emerging Markets. 

To fi nd out more about how Drake can assist, 
please contact Nicolaas Faure on +1 284 494 9040 
or nicolaas@drake-advisors.com

Drake Fund Advisors Limited

Leading the way in offshore structuring and ongoing fund services with an emerging market focus.

SimonetteLewis 
Lawyers and Notaries Public 
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• Mutual funds 

• BVI Regulatory 
 

 
 

Experienced Effective Efficient 
 

Magnolia Chambers, Harbour House 
Waterfront Drive, 

PO Box431 Road Town, 
Tortola, British Virgin Islands 
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W: www.simonettelewis.com 
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F: 284 494 7921 

 

http://www.simonettelewis.com
http://www.drake-advisors.com


BVI Hedgeweek Special Report Jan 2012 www.hedgeweek.com | 8

Overv i ew

Moreover, with the AIFM Directive looming 
on the European horizon, the BVI is seen 
to be tilting its regulatory stance in the 
right direction. 

As more fund managers launch onshore 
regulated hedge funds to help diversify 
their client base, some believe that offshore 
centres will come under increased threat. 
In this respect the BVI is better placed to 
accommodate non-EU managers wishing 
to market their funds into Europe: with its 
21 TIEAs, to date, the BVI can safely meet 
bilateral tax agreements between European 
member states and any non-European 
jurisdiction (third country) that will be 
required under the AIFMD. 

“We don’t expect any difficulties for 
managers wanting to passport BVI funds,” 
says Schilder. “What we haven’t seen is 
funds leaving the BVI or the Caymans to go 
and register in Ireland or Luxembourg as a 
QIF or SIF.” 

However, that’s not to suggest that all 
Anglo-Saxon managers will remain offshore. 
Some will, inevitably, for cost reasons, move 
completely onshore if that’s where the bulk 
of their investors are located. 

Schilder adds the following caveat: “For 
managers marketing to non-EU investors, for 
instance in Asia, Latin America or the Middle 
East and with little or no other nexus to 
Europe, the AIFMD will be largely irrelevant. 
The positive thing for us in the BVI is that 
Asia has tended to use Caribbean vehicles. 
Looking ahead, if some European managers 
opt to move completely to onshore 
jurisdictions, that loss may well be offset by 
growth in new business coming from Asia 
and the BRIC economies.” n

could end up being something halfway 
between the BVIs’ full licensing regime and 
the Caymans exempt regime for managers. 
The FSC were contacted to comment on this 
issue but did not respond.

If this were to happen, it would be well 
received by the islands’ service providers 
and doubtless help attract more managers.

Under the Mutual Funds Act, getting 
managers licensed was a lengthy process, 
under SIBA, it’s become even more rigorous. 

“It’s streamlined some processes but 
made others difficult. On the whole I 
don’t think it’s had any negative impact 
on our business. There’s more regulatory 
compliance which makes things a little 
slower than people would like but it’s more 
sophisticated,” explains Helene Anne Lewis, 
Senior Partner at law firm SimonetteLewis. 

Schilder says that whereas previously it 
was a six-week process, “now you’re looking 
at probably two to three months”. 

“The Securities Investment Business and 
Mutual Funds Advisory Committee, which I 
sit on, is looking at a couple of things that 
we think will enhance SIBA and make the 
jurisdiction appealing. We hope to have 
some news about a product shortly.”

Lewis notes that more human resources 
at the regulatory level would probably 
“expedite things”. “Other than that I think we 
have the right regulatory touch and blend of 
legislation to service the market.” 

For now, managers who choose the 
BVI can look on the bright side: having the 
license can only be a positive in the eyes 
of investors. Once they get it, the hard 
work’s done. 

“We don’t expect any 
difficulties for managers 
wanting to passport BVI 
funds. What we haven’t 
seen is funds leaving the 
BVI or the Caymans to go 
and register in Ireland or 
Luxembourg as a QIF or SIF.” 
Simon Schilder, Ogier

“It’s streamlined some 
processes but made others 
difficult. On the whole I don’t 

think it’s had any negative 
impact on our business. 
There’s more regulatory 
compliance which makes 
things a little slower than 
people would like but it’s 

more sophisticated.”
Helene Anne Lewis, SimonetteLewis
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It seems apt that this report assesses how 
the BVI has evolved as a jurisdiction over 
the last 10 years as the islands’ financial 
regulator, the Financial Services Commission, 
recently celebrated its 10th anniversary. 

Since the Financial Services Commission 
Act was passed in December 2001, the 
Commission has worked hard to police 
the financial system under its motto of 
“Vigilance, Integrity, Accountability”. It now 
employs 140 people and continues to evolve. 
May 2010, for example, saw the introduction 
of the Securities & Investment Business Act, 
replacing the Mutual Funds Act. Although 
it hardly reinvented the wheel, what it did 
do was help clarify the FSC’s aims, adding 

another layer of credibility to what was 
already a well regulated and cost efficient 
funds domicile. 

Looking at BVI’s service provider 
infrastructure, it is well represented in 
the legal, administration and accounting/
auditing space, but there are gaps: most 
notably, the fact that no universal banks or 
global custodians operate there. In today’s 
uncertain economic climate that’s unlikely 
to change any time soon. Nevertheless, it’s 
a missing cog and one that the BVI needs 
to do more to address: indeed, one of the 
criticisms levelled at the BVI is that it doesn’t 
promote itself well enough. 

“The positive story of the BVI is not being 

Service providers reap 
dividends from focus on 

emerging markets
By James Williams
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told enough,” comments David Bateman, 
Head of Fund Services at Conifer Fund 
Services BVI.

Ross Munro, partner, Investment Funds 
& Regulatory at law firm Harneys, adds: 
“The lack of a global bank does contrast us 
with the Caymans. It leaves a gap. Also, it 
leaves us short of people wanting to sell the 
jurisdiction. A globally recognised bank with 
an interest in promoting BVI products would 
certainly be beneficial.” 

“Having said that over the seven years 
I’ve been in the BVI its fund services 
infrastructure has come a long way. The 
arrival of the large Cayman law firms 
during that period has driven the market 
forward. There are five or six credible law 
firms here capable of doing funds work 
so there is genuine choice.” Harneys has 
been operating there for 50 years and is the 
original BVI law firm. 

Simon Schilder, a partner at law firm Ogier, 
adds: “There’s been significant development 
with regards to law firms. In addition to Ogier, 
Appleby, Maples & Calder, Walkers have 
arrived and we’ve also got a couple of new 
firms about to arrive imminently – Mourant 
and Bedell Cristin (who’ve just merged with 
BVI firm Barker Adams).” 

Collectively, these firms are known as the 
offshore “magic circle”. To put things into 
context Helene Anne Lewis, Senior Partner 
at law firm SimonetteLewis adds: “There has 
been a 50 per cent growth in the number of 
law firms over the last 10 years. Today, there 
are approximately 35 law firms and some 
400 lawyers operating out of the BVI. Our 
legislation is sophisticated and ahead of the 
curve. Several senior UK Queen’s Counsel 
are admitted to practice here and the BVI is 
highly regarded as a litigation forum.”

Schilder, however, is disappointed that 
the BVI hasn’t managed to attract larger 
fund administrators, even though the fund 
administration community is populated with 
a number of niche, independent firms that 
he says “still have an important role to play 
within the funds industry”. 

One of the islands’ biggest administrators, 
with AuA of USD3.5billion, is Folio Group. 
Incidentally, like the FSC, it too has just 
celebrated its 10th anniversary (September to 
be precise). When it opened there were only 
a couple of other fund administrators on the 

islands – Hedge Fund Services (later bought 
by Fortis Prime Services) and ATU Fund 
Administrators – according to Daniel Cann, 
speaking from the firm’s Panama office 
which he heads up as Managing Director 
and Group Marketing Director. 

“An example of another successful fund 
administrator that has opened offices in the 
BVI is Conifer Fund Services who are our 
main competitor. Also, a number of law firms 
have tried their hand at fund administration 
with varying degrees of success,” says Cann. 

Folio BVI’s Corporate Director, Calum 
McKenzie, has mixed thoughts on the islands’ 
infrastructure. Whilst he concedes there’s 
been huge growth in the quality and number 
of service providers, he doesn’t believe this 
is necessarily reflected in fund administration. 
“There are some new firms here but none of 
the major names have moved in.” 

Drake Advisors is an independent 
administrator with a focus on emerging 
markets. One of its key client bases is South 
Africa. The firm has been operating out of 
the BVI since 2008 and has 12 staff, prior to 
which it did administration under its sister 
entity, Osiris which was established in the 
BVI in 1999. 

Executive Director Nicolaas Faure 
hasn’t noticed any obvious increase in 
service provider levels over recent years. 
In his opinion they’re very good but have 
essentially stayed “on par”. “When I went 
to the BVI I was surprised by the high level 
of service. If you consider fund auditing I 
wouldn’t say the guys go into a forensic level 
of detail but certainly the SAS 70 standard 
is well known by all the auditors in the BVI,” 
comments Faure. 

Part of Drake’s philosophy is to attract  12

“Even in the last couple 
of weeks we’ve had calls 
from clients we first spoke 
to two or three years ago 
and they’re coming back to 
us now with a view to kick 
starting funds in Q1 2012. 
So we have to be positive.”
Calum McKenzie, Folio Group

indusTry
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aCe  Fund serv iCes

Economic environment 
favours both the BVI and 

its administrators
By Mara spencer

Mara Spencer, Managing 
Director, ACE Fund Services 
BVI

Luckily, being a small administrator we’re 
not burdened with large overheads. This 
allows us to work closely with clients in 
terms of meeting their cost objectives and 
keeping their administration and back office 
costs down. 

This has worked to our advantage, 
particularly in today’s global economic 
environment where people are more cost 
conscious. It’s also one of the BVI’s key 
benefits. We’re a cost-effective jurisdiction 
and to be honest I don’t think people know 
about the BVI as well as they should. 
Emerging managers today want to know 
where they can get good value without 
having to overpay and the BVI is the place.

ACE Fund Services is a cost-efficient 
administrator operating in a cost-efficient 
jurisdiction. 

This year BVI has been actively promoting 
its fund products by presenting international 
forums and I’d like to see that continue 
in 2012. Against the current economic 
backdrop, with hedge fund managers and 
investors keeping a close eye on costs, now 
is the perfect time to promote the BVI. We 
have the legislation, the product and it’s cost 
effective.

Global transparency in the industry is 
far greater post-08, which we welcome. 
However, the key thing for the BVI, in 
my view, is to keep it practical. You have 
to make sure that transparency stays at 
a commercially practical level to meet 
international requirements. Collectively, we 
have to champion the BVI to attract exciting 
new funds in 2012. For investors, big is 
not always beautiful: nimble funds with 
compelling strategies are just as important 
to the industry as the branded heavyweights. 
Equally, independent administrators are just 
as important as their tier one global peers. n

The hedge fund industry is getting more 
bifurcated: whilst it’s true that the majority 
of investor capital is flowing into billion 
dollar hedge funds, who in turn are being 
administered by the big players – Citco, State 
Street – there’s definitely a lot of advantages 
to being niche, both on the fund side and 
the administration side. 

Returns in 2011 from some of the larger 
hedge funds were not exceptional. Investors 
realise that there are plenty of compelling 
boutique funds out there worth investing in 
with the potential to outperform their larger 
peers. Being a small administrator, ACE Fund 
Services is in a good position to support new, 
emerging managers keen to minimise costs in 
the early stages of developing a track record. 

ACE Fund Services was established in the 
BVI in 2008 and in many ways characterises 
the islands’ administration industry: reputable, 
diligent and independent. Our portfolio is 
small, yet diverse. In 2008 ACE was focused 
more on European managers. However, in 
light of Europe’s problems in 2011 we’ve seen 
increased interest from emerging markets in 
Asia, in addition to South America because 
of the links our parent group has there. A lot 
of the developing countries like India, South 
Africa etc, are looking at the advantages of 
investing through offshore fund structures – 
that’s where we see new growth coming from. 

The first three years for, say, a 
USD20million fund are crucial. For larger 
administrators that’s probably too small. You 
have to be able to show a track record and 
keep costs contained to sell it to investors. 
ACE Fund Services can be cost flexible and 
that’s what managers, new and existing, are 
increasingly looking for in their administrator. 
Whilst we provide administration services 
to funds of all sizes, some of our recent 
mandates have been start-up funds. 
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the number of enquiries compared to 2010. 
“Without wanting to be too optimistic we 
hope this trend continues into 2012.” 

“Even in the last couple of weeks we’ve 
had calls from clients we first spoke to two 
or three years ago and they’re coming back 
to us now with a view to kick starting funds 
in Q1 2012. So we have to be positive,” adds 
McKenzie. 

Drake has had three positive quarters for 
the funds it administers. Says Faure: “The 
jurisdiction as a whole is in positive shape 
I think. The knock-on effects of ’08 had a 
massive impact but if you look at the number 
of companies being registered, the number 
of funds coming in, you’ll see it’s well above 
2010 levels.” 

The BVI has continued to be an appealing 
jurisdiction for other service providers. In the 
accounting/auditing space the four big firms 
are located on Tortola Island: KPMG, Deloitte 
& Touche, PwC and Ernst & Young. 

Deloitte & Touche has been operating 
in the BVI since 1978. In 1995 the firm 
had three staff: now there are 60. Mark 
Chapman, Managing Partner, believes that 

clients that can’t necessarily afford to be 
in the Caymans, be they existing or new 
managers. With cost concerns at the top of 
people’s agendas right now, the BVI is well 
placed to capitalise on its ability to offer well-
regulated funds and licensed managers – 
which investors increasingly want to see – at 
competitive prices. 

As Faure explains: “If regulation is high on 
a manager’s agenda we would advise them 
that Cayman may be a better fit – it’s well 
regulated but comes with a bit of a price tag. 
If regulation is low on a manager’s agenda 
we advise them to use Anguilla where things 
are slightly more relaxed. The BVI fits really 
well between the two. It gives quite good 
regulation at a good price. It’s a good all-
rounder and that’s why we picked the BVI as 
our headquarters.” 

The BVI fund product is first-rate and 
although smaller than the Caymans, the 
islands’ industry has 2,627 mutual funds. 
According to the FSC’s latest figures the BVI 
had 40 new professional funds compared to 
44 in Q2 and, more revealingly, compared to 
27 in Q3 2010. It has taken time to recover 
from 2008, but there are signs the BVI is 
building back momentum.

Bateman says that Conifer’s business has 
been steady in 2011 and has given the firm 
the opportunity to improve its technology 
offering. “With our new iCon platform we can 
offer state-of-the-art cloud-based reporting 
that encompasses portfolio analytics 
including attribution and risk metrics,” 
explains Bateman.

“We’ve seen more fund formation than 
since the first half of 2008, it’s been positive,” 
confirms Munro. “We’ve been encouraged 
by both existing managers offering new 
products and a reasonable number of new 
start-ups. Overall it’s encouraging without 
being desperately exciting.” 

Folio’s McKenzie shares a similar 
sentiment, pointing out that the market 
stabilised in 2011 relative to the previous year. 

“We have seen many fewer closures 
in 2011 than we did in 2010. Based on 
our numbers I would say there’s been 
some new money but no huge inflows,” 
confirms McKenzie. Cann believes it’s easy 
to be pessimistic and hopes the bottom 
of the market was reached in 2011. One 
encouraging sign, he says, is an increase in 
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“2011 was a solid year. We’ve seen more 
start-ups than the previous three years. 
Existing managers are really focused on 
increasing their AUM rather than look to 
new products at this stage.”
Mark Chapman, Deloitte & Touche
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institutions haven’t arrived to date is 
reflective of today’s economic environment. 
A point that Cann also raises: “It’s a cost 
issue in many regards. It’s not cheap to run 
a business out of a jurisdiction like the BVI, 
or the Caymans for that matter.” 

Nevertheless, it is believed that at least 
one major bank has been looking around the 
BVI for the last 12 months. If they come, it will 
enhance the islands’ reputation even further. 

Bateman believes the BVI IFC is doing a 
good job with limited resources: “They held a 
successful conference in New York recently 
which I attended along with other BVI service 
providers.”

Mara Spencer, Managing Director of ACE 
Fund Services, an independent administrator, 
is confident the BVIs’ administration space 
will continue to evolve and strengthen. “There 
are a lot of managers looking to exploit these 
economic conditions to establish new hedge 
funds. We’ve seen how well other areas like 
legal have evolved. I am optimistic although it 
won’t happen overnight.” 

Today’s uncertain economic climate and 
the drive for cost-efficient solutions probably 
favour smaller administrators like ACE who 
can afford to be flexible and keep overheads 
low. Bigger administrators and banks are not 
likely to want the additional cost burden of 
opening offices in the BVI right now.

In all other areas of fund services, 
however, the BVI has come a long way 
over the last 10 years. With SIBA in place, it 
should feel confident going forward.

“Although the global recession has 
affected us, in the last two quarters we’ve 
seen some uptick in business. I think that 
will continue for 2012 as the emerging 
markets take a foothold in directing the trend 
of the global economy,” reflects Lewis. n

accountancy and auditing standards in the 
BVI are excellent: “We are all operating in 
global markets and must maintain the quality 
standards set by our global organisations.” 
He adds: “2011 was a solid year. We’ve seen 
more start-ups than the previous three years. 
Existing managers are really focused on 
increasing their AUM rather than look to new 
products at this stage.”

The most remarkable change in the past 
five years has been the eradication of NAV-
light. Keeping accounting records in Excel 
is no longer acceptable in the BVI. This 
has raised the barriers to entry because full 
service NAV costs more than NAV-light says 
Chapman: “On the upside, increased quality 
has led to greater confidence and more 
appetite for BVI funds from investors.” He 
notes that a move towards IFRS remains on 
the radar for 2012. 

Schilder thinks that one of the biggest 
developments in the last 10 years has been 
the establishment of a commercial court in 
the BVI with a Chancery judge sitting in it 
(Edward Bannister QC). “The missing piece 
of the jigsaw where we haven’t been as 
successful as we would have liked is having 
one or more large fund administrators and/or 
banks. This would enhance the BVI offering.” 

This is a bone of contention for 
McKenzie. “The big name administrators are 
administering huge BVI funds but they’re 
operating out of New York, Nova Scotia: they 
don’t need to be here. That’s one of the 
issues we’re trying to raise with the FSC but 
it’s a tricky subject to be honest.” 

Schilder says the reason more financial 

“There are a lot of managers 
looking to exploit these 
economic conditions to 
establish new hedge funds. 
We’ve seen how well other 
areas like legal have evolved. 
I am optimistic although it 
won’t happen overnight.”
Mara Spencer, ACE Fund Services


