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ups to avoid the Category 3 investment 
business licensing regime under the 
Securities Investment Business Act (SIBA), 
which became the BVI’s principal legislation 
in 2010.

“When it came out at the end of 2012 
people liked the regime and the feedback 
that kept coming back was that it would 
be great if it applied to more than just BVI 
funds. The BVI FSC has now done that,” 
explains Michael Doyle, a senior associate at 
law firm Harneys. 

Now, thanks to the extension, managers 
of non-BVI funds that are located in 
recognised jurisdictions can avail of the 
Approved Manager regime. This is a 

On 2 January 2014, an extension to the BVI’s 
Approved Manager regime was brought into 
legal force. When this lighter touch regulation 
was introduced at the end of 2012 demand 
was strong. The product proved, perhaps, to 
be more popular than the Islands’ financial 
regulator, the BVI FSC, had originally 
expected. 

In its initial incarnation, any manager 
running an open-ended BVI fund with 
no more than USD400million in AuM or 
a closed-ended fund with USD1billion of 
aggregate capital commitments could apply 
for the Approved Manager license. The 
reason for introducing it in the first place 
was to allow smaller managers and start-

Extension opens door 
to managers with 

non‑BVI funds
By James Williams
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more funds to the BVI as well. The BVI is a 
respected funds jurisdiction, investors are 
comfortable investing in BVI funds and BVI 
Approved Managers are able to benefit from 
this regulatory light regime whilst still being 
approved by the BVI FSC. The ongoing 
obligations are less onerous than under the 
SIBA manager licensing regime. For example, 
there is no requirement for a BVI Approved 
Manager to prepare audited accounts.”

What this demonstrates is a willingness 
by the BVI’s leadership to respond quickly to 
market forces and deliver a more attractive 
product that is both in line with the size 
of the managers who can apply for it, and 
sensible enough to appreciate the validity of 
funds based in other jurisdictions.

A lot of the provisions under SIBA are 
simply not applicable to BVI fund managers 
and as Doyle observes, “it was making the 
fund manager comply with requirements that 
were designed more for the banking industry. 
For small managers, family offices, start-
ups, the ongoing obligations of a full SIBA 
licensee are quite onerous and if you don’t 
keep on top of it you will trip up.”

That burden was removed when the 
Approved Manager regime was introduced, 
and whilst the ongoing obligations are more 
bearable and less costly, there should be no 
mistake that this is soft legislation. The FSC 
will not let any Tom, Dick or Harry through 
the door. In that sense, the approval process 
is just as tough as it would be for a large 
manager applying for a SIBA license. 

It has to be this way because the BVI 
has an international reputation to uphold. 
That the regime has now been extended 
to allow managers of non-BVI funds further 
underscores this point. 

“The FSC are looking closely at people’s 
CVs, asking questions during the approval 
process. They want complete confidence 
that each manager knows what they are 
doing and they have the relevant experience. 

significant development because what it 
means is that a Cayman exempt manager 
running a Cayman fund, for example, can 
retain their Cayman fund but become 
licensed under the BVI FSC; something 
that could well prove to be advantageous 
for smaller managers and start-ups who 
are looking to gain an edge on their peers 
and become more attractive in the eyes of 
potential investors. 

“The expanded Approved Manager 
Regime is a really positive move for the BVI,” 
enthuses Simon Schilder, a partner at Ogier. 
“The effect of it is that a manager will be 
able to manage a fund from a number of 
recognised jurisdictions such as Cayman, 
Bermuda, Channel Islands and all the usual 
onshore jurisdictions. The effect of this 
change will be to broaden the appeal of this 
regime in the market.

“Under the old regime, a BVI approved 
manager could only manage BVI funds 
or foreign funds investing substantially all 
of their into BVI funds (ie foreign feeder 
funds). Whilst that was great for managers 
managing BVI structures there were plenty of 
people who were interested in the Approved 
Manager regime that couldn’t utilise it 
because they were managing funds from 
other jurisdictions. We expect that this will 
enable a lot more managers to apply to be 
licensed as an Approved Manager.”

Marie-Claire Fudge, the head of Mourant 
Ozannes’ funds practice in BVI, confirms that 
they have already had a good number of 
enquiries this year. “I think it will attract more 
start-up managers to the BVI and potentially  7

“For small managers, family offices, start-
ups, the ongoing obligations of a full SIBA 
licensee are quite onerous and if you don’t 
keep on top of it you will trip up.”
Michael Doyle, Harneys
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Whilst the twin challenges of investor capital 
continuing to favour established investment 
managers and increasing barriers to entry 
for new start-up investment managers, meant 
that at times 2013 was a fairly challenging 
year for BVI fund practitioners, for the new 
funds which did launch during the year, a 
number of interesting markets trends have 
continued to emerge and develop.

Themes for new fund raisings
investment management fees
The majority of new fund raisings we saw 
in 2013 continued to follow the traditional 
fee model of a 2% management fee and 
20% performance fee, particularly amongst 
established investment managers. What we 
saw in 2013 is that variations away from 
the traditional fee model have generally 
materialised around the management fee 
component, rather than the performance 
fee component. Such variations have also 
included the use of founder share classes 
which have enabled investment managers 
to offer discounted fees to investors coming 
in at the early stages of the fund’s life. A 
trend has been that new start-up investment 
managers have typically been the most 
innovative in looking to offer alternatives to 
the traditional fee model.
Side pockets and liquidity control mechanics
Whilst very much standard prior to the 
financial crisis, the use of side pockets is 
becoming increasingly rare in new funds, as 
is the use of gates at fund level and lock-up 
periods exceeding twelve months.
Mini-master feeder structures
A theme we have increasingly seen during 
2013 has been the use of mini-master feeder 
structures amongst recently established 
US-based investment managers, who, having 
successfully raised a domestic only fund 
have subsequently looked to expand their 
offering to a non-US investor base by putting 
in place an offshore feeder fund to invest 

into their existing US fund (with US investors 
continuing to invest directly into the US fund).
incubator structures
For new start-up investment managers looking 
to establish a track record utilising a tightly 
held investor pool (eg friends and family 
money), we have seen a continued interest in 
implementing “incubator” arrangements. 

A development that we have seen in this 
regard during 2013 has been an increase 
in the interest in utilising the BVI’s private 
funds regime as a means of creating a fund 
platform which is both flexible, robust and 
cost-effective and within the confines of a 
regulated fund product, by taking advantage 
of some of the exemptions available from 
the requirement to appoint certain fund 
functionaries. The advantage is that it enables 
the incubator structure to be structured within 
a formal regulated fund structure (rather 
than through an unregulated investment 
vehicle) which has an independently verified 
track record as a consequence of the 
requirement for all BVI private funds to have 
an independent fund administrator.

Developments on the horizon
This year, the BVI’s Approved Manager 
regime, which was originally introduced 
at the end of 2012, has been amended so 
as to expand the types of funds which 
an Approved Manager may act for, so 
as to also cover funds domiciled in a 
“recognised jurisdiction”. Previously, an 
Approved Manager could only act for BVI-
domiciled funds or non-BVI funds investing 
substantially all of their assets into BVI 
funds (ie foreign feeder funds). Under the 
recent amendments, an Approved Manager 
is now able to manage a standalone fund 
domiciled in a “recognised jurisdiction” (eg 
a Cayman or onshore domiciled fund). This 
is an exciting development for the BVI and 
will without doubt broaden the appeal of the 
Approved Manager regime. n

Simon Schilder, Partner, Ogier

BVI funds – structuring 
trends and developments

By Simon Schilder

Og ier
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Whilst the application process is simpler, 
it’s more the ongoing regulations that are 
lighter; that’s where the benefit comes,” 
says Doyle, adding: “There are two levels 
of protection. Firstly, the manager has to 
certify that everyone is fit and proper and 
conforms to various standards. Secondly, 
we, the law firm, have to give a declaration 
that everything that the manager provides 
in their application is true. There may be a 
requirement to answer additional questions 
from the FSC but once you’ve got through 
that hurdle it’s not going to trip people up 
and present a significant administrative 
burden.”

Just introducing the Approved Manager 
regime in its initial form required a significant 
leap of faith by the BVI. Ogier’s Schilder 
is a member of the Securities Investment 
Business & Mutual Funds Advisory 
Committee (SIBAC), which came up with the 
idea for the regime. 

“It was quite a major concession by the 
FSC when the Approved Manager regime 
was first introduced in 2012. That’s one 
of the major reasons why it has taken 
some time for the scope of this regime 
to be expanded to enable an Approved 
Manager to manage funds from recognised 
jurisdictions,” says Schilder.

Another key point to note is that the 
expanded Approved Manager regime not 
only allows managers of non-BVI funds 
to apply for a license but also contains a 
catchall provision that will allow other fund 
products such as managed accounts to 
be eligible. 

“We are expecting further guidance on 
this in the near future. There have been a 
couple of Approved Managers that have 
been licensed recently to manage managed 
accounts so clearly this is something 
that the Commission is now accepting,” 
confirms Schilder. 

Whilst managers running non-BVI funds 
might be quick to adopt the license, the end 
game in all of this is that the BVI starts to 
see traction build in BVI fund numbers as 
well as manager numbers. Logically, this 
would make sense, especially among the 
start-up community who continue to choose 
Cayman exempt manager status. If they 
choose to become an Approved Manager in 
the BVI, better to launch a BVI fund as well. 

“The two often go hand in hand. As the 
Approved Manager product continues to 
grow in popularity more managers will be 
looking at the BVI and that can only be a 
good thing. The Approved Manager regime 
is still fairly new and I’m sure the industry 
would like to see more managers come to 
the BVI to take advantage of it, as well as 
launch BVI funds. That’s the ongoing aim,” 
says Fudge.

And there’s a very good reason for why 
start-up managers might favour BVI funds; 
namely speed to market. In recent years, 
start-ups have refrained from launching fund 
products until they’ve secured seed capital. 
The problem with that is if there are delays 
in getting the fund to market, they run the 
risk of losing those day one investors. 

“Start-ups often want to know that they 
can launch the fund quickly and the BVI is 
well placed to support that requirement. An 
Approved Manager application only needs 
to be submitted to the FSC seven days prior 
to the date it intends to commence business 
and the manager then has a period of 30 
days, which can be extended, to obtain 
FSC approval during which time it can carry 
on business. Combine that with the BVI 
professional fund, which can launch for up 
to 21 days before receiving FSC recognition 
(provided the application is lodged within 
14 days of launch) and it means that it is 
possible to come to market very quickly in 
the BVI,” says Fudge.

Doyle notes that one group who are 
showing particular interest in the BVI 
jurisdiction is South American managers. 
Many are well versed in the continent’s 
heavily regulated internal markets but few 

Overv i eW

4 “The BVI is a respected funds 
jurisdiction, investors are 
comfortable investing in BVI 
funds and BVI Approved 
Managers are able to benefit 
from this regulatory light 
regime whilst still being 
approved by the BVI FSC.”
Marie-Claire Fudge, Mourant Ozannes
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audience; i.e. a product that sits below the 
BVI’s professional and private fund range.

“At the moment, new managers are highly 
aware of costs and are understandably 
concerned about managing their cost base 
and the potential costs of a full fund set-
up. What we are seeing is a lot of potential 
interest among start-up managers for 
incubator structures,” says Schilder. 

One option is the Segregated Portfolio 
Company (SPC) where each new manager 
effectively owns a cell structure; several 
fund administrators in Cayman use SPCs 
as incubator platforms. But what Schilder 
is referring to is something more akin to 
the Bahamian SMART Fund; the Specific 
Mandate Alternative Regulatory Test Fund.

“What such managers are frequently 
looking for is a fund product which offers 
a not overly burdensome level of regulation, 
which enables them to get going quickly 
and cost efficiently, but which requires an 
independent fund administrator to verify the 
NAV. This would help the manager build their 
track record with minimum cost.

“I would like to see a new fund product 
like this in the BVI to attract more start-up 
managers. It would give them a platform to 
start managing their own money and build 
a track record before launching a full-blown 
professional fund further down the line.” n

have a long track record of using offshore 
structures. Now, with the extended Approved 
Manager regime, South American fund 
managers are “pleasantly surprised by how 
commercially sensible the offshore world is”, 
says Doyle. 

And it’s not just South American 
managers expressing an interest.

“We’ve had some enquiries from fund 
managers in jurisdictions such as South 
Korea who are looking to become easier to 
invest with. The problem with investors right 
now is that if they invest directly they have 
to overcome the language barrier. South 
Korea has a totally different legal system and 
there’s a lot of expense for the investor to 
assess the manager,” says Doyle.

“However, if they can come into an 
offshore structure everything is in English, 
they understand the legal structure and 
they know what they are getting into; so 
launching a new fund with a BVI Approved 
Manager can be beneficial to these 
managers.”

Speed to market. Light touch regulation. 
These are two major advantages that the 
BVI now has in its arsenal. But for Schilder, 
there’s always room for improvement. With 
respect to fund products, he would like to 
see the BVI consider introducing a new 
product that appeals to the start-up manager 

http://www.hedgeweek.com
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Cracking the 
operational blueprint

interview with Nicolaas Faure

Nicolaas Faure, Executive 
Director, Drake Fund Advisors

Over the last 24 months, fund administrator 
Drake Fund Advisors, an emerging market 
specialist with approximately USD900million 
in AuA, has established a number of 
licenses across the globe and fanned out 
from its BVI headquarters. The modus 
operandi behind this has been to scale up 
its business by focusing uniquely on the 
investor and develop a ‘follow a sun’ model 
that has, according to Executive Director 
Nicolaas Faure, helped Drake crack the 
operational blueprint. 

“We’ve now got a number of offices in 
Asia, Europe and one in Cape Town, South 
Africa, as well as the BVI. If you keep your 
clients happy, you can’t go wrong and that’s 
the approach we’ve taken,” says Faure. 

By cracking the operational blueprint, what 
Faure is referring to is the ability for Drake 
to get pricing information to clients faster 
than anyone else. Global financial markets 
effectively set their day around the US timeline; 
that’s where the day ends. Now, the closer to 
the Pacific dateline one is, the quicker the last 
close prices can be reported. Drake does this 
by having an operation in the Philippines on 
the island of Negros, Bacolod City.

“The day starts in Asia where 99 per cent 
of our funds are priced on the last close. 
We are perfectly positioned to grab that 
price data before anybody else. As you can 
imagine, by the time a BVI fund has been 
priced, 20 hours or more might have passed, 
and we beat the opposition by some 12 
hours!” says Faure. 

The second part of Drake’s system 
infrastructure is based in South Africa 
where the feeds from Asia are automatically 
disseminated. It is from here that each fund’s 
NAV is reviewed. 

“We have a team of senior executives 
based in Cape Town where the numbers 
are officially signed off and then presented. 
We beat everybody else to market when 

it comes to prices in Europe and the US 
being reported,” states Faure., adding that 
in Europe the focus is more on strategic 
direction and client interaction.

The third part of the system infrastructure 
is compliance.

“This is less of a time sensitive operation 
and explains why we take care of this in the 
BVI. If you add the pricing element to the 
compliance element and investor services, 
the three combined are in essence what 
makes up fund administration. We make 
the fund data accessible and easy to use 
for investment managers to base their 
investment decisions on. That’s what we’ve 
really been focusing on for the last couple of 
years,” says Faure.

As well as the obvious timing benefits of 
South Africa and Asia, Drake is also able 
to take advantage of FX benefits, which are 
directly passed on to its clients. 

“For example, a chartered accountant can 
be appointed in Cape Town at approximately 
40 per cent of the price of appointing one 
in Luxembourg or Dublin. We are able to 
bring highly skilled and competent staff 
to the market at a fraction of the cost,” 
comments Faure.

In addition, the cost-effective model that 
Drake has built has positioned it well to 
support managers who increasingly want 
intraday pricing information and the ability 
to respond quickly to investor demands 
for weekly reporting, sometimes even daily 
reporting for those who have managed 
accounts. 

“We’ve taken to offering a level of 
administration that is equivalent – if not 
greater – to what an onshore manager would 
expect. We want to offer the same level of 
service that a manager would enjoy running 
a regulated fund in an onshore jurisdiction 
as compared to running an offshore fund in 
the Caribbean,” concludes Faure. n

Drake  FuND aDv iSOrS
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“By allowing managers of non-BVI funds to 
apply for the Approved Manager license it 
simply strengthens the BVI product even 
more,” comments Nicolaas Faure, Executive 
Director of Drake Fund Advisors, an 
emerging market specialist. “We are one of 
the preferred administrators for start-ups so 
this will add to the arsenal when we talk to 
new managers and present our services. In 
addition to the law firms, we are definitely 
sharing in the optimism of this updated 
Approved Manager regime. It should have 
probably been there from day one.”

Naturally, the extension of the Approved 
Manager regime having only just been 
introduced in January this year means that 
it will take time for BVI manager numbers – 
and potentially BVI fund numbers – to ramp 
up. But for Drake Fund Advisors, the last 12 

months has already been encouraging. More 
than 20 new funds joined the administrator 
and Faure is optimistic that that number can 
double in 2014. Currently, the firm has 55 
funds on its books and roughly USD900million 
in AuA. The hope is that the USD1billion 
barrier will be broken later this year.

As Faure explains: “By adding licenses 
around the world, we’ve been able to take 
on more funds. For example, we have one 
South African manager for whom we’ve 
always done all of their international work. 
Since expanding our operations with an 
office in Cape Town, we’ve been able to 
take on the administration of their onshore 
vehicles as well.”

Faure notes that a number of managed 
accounts are also starting to become 
converted into full-blown hedge funds. Two 

Global legislation drives 
improvements in due 

diligence
By James Williams
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or three such mandates are now being 
worked on to convert them into BVI funds, 
adding further to its fund suite. What has 
also helped Drake Fund Advisors has been 
the attraction of its incubator fund to start-up 
managers.

The Incubator Fund PCC is a segregated 
portfolio company (SPC). This allows 
each manager to join, buy a cell in the 
SPC and avoid the need to structure a 
standalone fund, thus avoiding a lot of the 
cost expenditure. But as Faure points out, 
some managers who had initially planned 
to join the incubator fund “end up actually 
structuring a fund. The incubator platform 
is therefore proving a useful way to attract 
talent regardless of whether they use it or 
not. It’s a great tool for us and something 
today’s start-up managers require.”

What is certain among BVI service 
providers is that those who wish to 
continue attracting new managers will need 
to continue investing in their technology 
systems. With so much regulation dominating 
the hedge fund industry, it is as much of a 
challenge for fund administrators to control 
costs as it is the managers themselves. 
Whilst managers are having to innovate the 
way they trade, so the administrators are 
having to innovate the solution sets available 
to clients: if not, they will simply get left 
behind.

“Over the last 24 months we’ve been 
deploying our technology platform 
called iCon,” comments Howard Eisen, 
managing director and head of sales for 
Conifer Fund Services, one of the BVI’s 
leading fund administrators. “This is a 
cloud-based resource. Managers today 
require more comprehensive reporting of 
portfolio positions no matter where they 
are domiciled, no matter how many prime 
brokers they use. We draw in all that data, 
resolve trade breaks, reconcile everything 
and present it all in one place.

“That’s important because investors today 
are demanding as much operational alpha as 
they are performance-based alpha. In other 
words, they want to make sure that nothing 
can go wrong with respect to operations 
and that the manager has institutional quality 
infrastructure irrespective of whether they are 
a USD10million manager or a USD10billion 
manager.”

That investors are applying more fee 
pressure on managers – especially start-
ups – and regulation is raising the bar in 
terms of transparency has, in Eisen’s words, 
created a “perfect storm” for administrators 
like Conifer as managers are expected to 
do more with less operating revenue (the 
management fee). 

“With iCon we can approach start-up 
managers launching, and by utilising our 
middle office services, including our iCon 
product, they have the ability to demonstrate 
to investors that their books and records 
are on Advent Geneva, that they are being 
reconciled every day, that trade breaks are 
being resolved every day etc. They can 
demonstrate a high level of transparency 
from straight P&L through to complex risk 
metrics in just the same way that much 
larger managers can.

“It’s the perfect storm of needs and 
requirements in the market, and we’ve won a 
lot of new mandates as a result. We brought 
on more than 30 new clients in 2013,” 
confirms Eisen.

One solution that managers are 
increasingly in need of is a FATCA solution, 
as they work to develop best practices in 
terms of knowing precisely who their US and 
non-US investors are in their funds. This is 
a big development for the industry because 
failure to identify US taxpayers and comply 
fully with the tax rules under FATCA will 
cause managers to be hit with 30 per cent 
withholding tax. 

Last month, the Cayman Islands’ 
government signed a Model 1 inter-
governmental agreement (IGA) with the US 
government. What this effectively means 
is that foreign financial institutions (FFIs) 
will be able to report directly to the tax  15

iNDuStry

“It’s the perfect storm of 
needs and requirements in 
the market, and we’ve won 
a lot of new mandates as 
a result. We brought on 
more than 30 new clients 
in 2013.”
Howard Eisen, Conifer Fund Services
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Extension of BVI approved 
manager regime

By Michael Doyle

Investment Business (Approved Manager) 
Regulations, 2012 (Old Regulations) came 
into force on 10 December 2012 and 
introduced a regulatory light investment 
management regime for investment 
managers incorporated or formed as BVI 
companies or partnerships (Approved 
Managers). The Approved Manager regime 
has been remarkably successful and popular 
with start-ups, family office and closed 
ended investment managers by striking the 
right balance between regulation, cost and 
flexibility, however it has not been available 
to investment managers who manage non-
BVI funds.

The Investment Business (Approved 
Managers) (Amendment) Regulations, 2013 
(New Regulations), which came into force 
on 2nd January 2014, open up the Approved 
Managers regime to investment managers of 
non-BVI funds.

Approved Managers under the Old 
Regulations could only provide services to 
BVI open ended private or professional funds 
and BVI closed ended funds with equivalent 
characteristics to private or professional 
funds provided they had no more than 
USD400million assets under management (in 
the former case) and capital commitments of 
less than USD1billion (in the latter).

The New Regulations permit Approved 
Managers to manage funds from any 
recognised jurisdiction that have equivalent 
characteristics to BVI private or professional 
funds subject to the USD400million and 
USD1billion asset caps. Recognised 
jurisdictions for these purposes means:  

Argentina, Australia, Bahamas, Bermuda, 
Belgium, Brazil, Canada, Cayman Islands, 
Chile, China,  Curacao, Denmark, Finland, 
France, Germany, Gibraltar, Greece, 
Guernsey, Hong Kong,  Ireland, Isle of Man, 
Italy, Japan, Jersey, Luxembourg, Malta, 
Mexico, Netherlands, New Zealand, Norway, 

Panama, Portugal, Singapore, Spain, South 
Africa, Sweden, Switzerland, United Kingdom, 
United States of America. 

The New Regulations also provide that 
an Approved Manager may provide services 
to a fund that is not from a recognised 
jurisdiction where it invests all or a 
substantial part of its assets in a qualifying 
BVI or a recognised jurisdiction fund.

If the Approved Manager exceeds or is 
likely to exceed the relevant asset cap it 
can apply for a full Category 3 Investment 
Management licence under the Securities 
and Investment Business Act, 2010 (SIBA).

BVI approved managers and managed 
accounts
Under the regime the BVI Financial Services 
Commission (Commission) also has 
authority to licence Approved Managers 
to manage “such other person as the 
Commission may approve on a case by 
case basis”. This category is open to 
expansion but to date the Commission has 
been prepared to accept applications from 
managers of “managed accounts” subject 
to a USD400million cap on assets under 
management and provided the Approved 
Manager can demonstrate “appropriate 
segregation” of client assets and that its 
clients are high net worth individuals or 
sophisticated investors. Interestingly, the 
Commission has not necessarily required 
there to be any nexus between the BVI and 
the location of the managed accounts or the 
ultimate beneficial owners of the assets in 
the managed accounts. It will be interesting 
to see how this develops in 2014.

The amendments brought in by the New 
Regulations make the BVI Approved Manager 
regime even more attractive to a wider range 
of investment managers and solidify its 
current competitive advantage over regimes 
in other jurisdictions. n 

Michael Doyle is a senior 
associate and member of 
Harneys’ Investment Funds 
Department in the BVI
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of clarification over whether they can register. 
Our advice would be for BVI managers to 
begin the process of registering but they 
should refrain from hitting the ‘finalise’ button 
until the IGA is in place. I suspect that this 
will happen within the next few months.”

Bill Bailey, regional tax lead at Ernst 
& Young, encourages BVI managers not 
to wait until the IGA is confirmed before 
commencing with due diligence work to 
comply with FATCA. 

“To start off with investment managers can 
perform their legal entity analysis by checking 
all the entities within the legal structure to 
determine which ones will qualify as FFIs. 
They can also look at the onboarding process 
with respect to new investors and start to 
review their pre-existing fund accounts to 
determine the status of their investors (US or 
Non-US). ahead of the 1 July deadline. This is 
part of the ongoing due diligence process that 
managers need to be engaging in right now,” 
stresses Bailey.

Bailey says that investment managers 
should also engage in discussions with their 
fund administrator to determine how well 
positioned they are to support the FATCA 
filing with respect to gathering data. “We often 
hear managers say, ‘We don’t need to worry 
about FATCA, our administrator is taking care 
of that’. That may be a bit of a misnomer.”

Laveman says that managers should 
reach out to all of their service providers – 
not just their administrators – to ensure that 
everyone is kept in the loop.

“The best prepared managers have 
clearly defined the roles and responsibilities 
of all parties – for the CCO, the COO, the 
fund administrator and the accounting firm. 
Communicating with investors in the fund 
is also important. We advise clients to send 
out a letter to their investors explaining 

authorities in Cayman, who will then file 
directly to the IRS on their behalf, making for 
a more streamlined process. However, the 
BVI government has still yet to sign its IGA 
and, says Michael Laveman, a tax partner at 
EisnerAmper, “is somewhat behind the curve 
compared to Cayman”. 

“We have been sitting down with our 
clients – including BVI clients – over the 
last six months to put together FATCA 
action plans: what are the compliance 
demands? Who will be the appointed FATCA 
Responsible Officer?” says Laveman, who 
goes on to summarise what is required by 
managers who are looking to begin the 
FATCA registration process:

“When registering with the IRS:
• Managers must first answer 15 questions; 
• Next, the IRS creates a FATCA account for 

the FFI and gives them their allotted GIIN 
number;

• The first deadline to be aware of is 25th 
April – managers will need to complete 
their registration by that time in order to 
appear on the first IRS list, which will be 
published 2nd June 2014.”

“It is definitely beneficial to be on that first 
list,” continues Laveman. “The problem 
that BVI managers have, however, is that 
because the IGA has yet to be established 
between the BVI and the US there is a lack 
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“Our advice would be for BVI managers to 
begin the process of registering but they 
should refrain from hitting the ‘finalise’ 
button until the IGA is in place. I suspect 
that this will happen within the next few 
months.”
Michael Laveman, EisnerAmper
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“You need to invest in systems, 
in reporting tools. The choice facing 
administrators is whether to make these 
improvements and charge additional fees 
to managers of AIFs, or to pass altogether 
on AIFMD-compliant funds. Either way we 
expect to benefit substantially from increased 
legislation,” confirms Faure.

One aspect of the AIFMD that won’t be 
supported by Drake Fund Advisors is the 
ability to provide management company 
services; this is something that some 
administrators are looking to take advantage 
of by effectively becoming the licensed AIFM 
on behalf of their non-EU managers. Conifer 
are also biding their time with respect to 
the AIFMD, principally because most of 
their clients are US-based managers who 
currently show little or no sign of marketing 
their funds in Europe.

Those that do choose to market BVI 
funds would need to avail of a ‘depositary 
lite’ solution. This arrangement would allow 
managers to retain their existing prime broker 
and administrator relationships to handle 
cash management and asset safekeeping, in 
addition to an oversight function. It is referred 
to as depositary lite because the manager 
would not need to appoint an independent 
depositary to safeguard, and be on the hook, 
for the fund’s assets. 

“I’ve not spoken to one single manager 
over the last few months saying ‘I can’t wait 
to begin marketing my fund in Europe under 
AIFMD’. No one wants to be the pioneer,” 
says Eisen. n

exactly how their funds will become FATCA-
compliant. Explaining what the fund will do 
and what investors themselves need to do, 
is a very beneficial exercise,” adds Laveman. 

Bailey says that EY has been engaged 
with fund administrators to help implement 
their FATCA programmes and make sure 
they are collecting the right data. 

“The same applies to the law firms. We’re 
all in this together and the more information 
we can share amongst one another the 
better,” says Bailey.

Doug Lang is president and managing 
director at Conifer Fund Services. He 
confirms that Conifer has enlisted the 
services of KPMG both in the BVI and 
Cayman to help review their internal 
procedures and communicate their FATCA-
ready status to clients and their investors. 

“They have developed a tool that will help 
us with our investor onboarding process. 
We’re in the middle of reviewing our offshore 
funds, looking at what data we have and 
what is missing – if at all – and then working 
with KPMG to communicate that accordingly. 
Well before 1 July 2014 we hope to be able 
to update our clients as needed.

“A majority of our clients are US funds, 
so the task for doing this is perhaps not 
as onerous as other administrators who 
have clients with lots of offshore funds with 
US investors,” says Lang.

Drake’s Faure says that its systems are 
already well positioned to handle FATCA 
because the software used has US tax 
capabilities built in to it. 

“There will be a little bit of additional 
bolting on to the system in terms of how and 
in what form the information needs to be 
presented but our systems are definitely not 
going to have any trouble supporting clients 
under FATCA,” confirms Faure. 

Indeed, with AIFMD also pre-occupying 
service providers in addition to FATCA, one 
might be forgiven for thinking that the likes 
of Drake Fund Advisors and Conifer would 
be fed up with the on-going operational 
demands. Quite the opposite, though, in 
Faure’s opinion who positively welcomes 
the additional requirements because 
“administrators who look to apply the least 
amount of effort for the maximum amount 
of revenue and profitability will be sifted out 
quite quickly. 

“They have developed a tool 
that will help us with our 
investor onboarding process. 
We’re in the middle of 
reviewing our offshore funds, 
looking at what data we have 
and what is missing – if at 
all – and then working with 
KPMG to communicate that 
accordingly.”
Doug Lang, Conifer Fund Services
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