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Some 12 years ago the Mutual Funds Act
provided regulation of the investment fund
sector in the British Virgin Islands for the first
time. Now a comprehensive overhaul of the
legislation, which will also bring other areas
of investment management and securities
offerings into the ambit of the BVI Financial
Services Commission, is seen by many
industry practitioners as an important step
that will consolidate the islands’ position as
the world’s second-ranking offshore fund
domicile and perhaps help it start to catch
the Cayman Islands, for now the industry’s
undisputed leader.

At the end of March, according to the
regulator, the BVI had a total of 2,781 active
mutual funds, of which 1,740 were
professional funds, which are restricted to
high net worth and institutional investors,
821 were private funds, which distribute
shares on a private basis and have fewer
than 50 investors, and 220 were public

funds, which are available to a retail market
directly and through intermediaries by virtue
of having a lower minimum investment than
professional funds.

The total represents an increase of just
over 25 per cent in two years, from 2,216
active funds at the end of the first quarter of
2006, and maintains the BVI’s lead as a
fund domicile over Bermuda, which it
overtook a few years ago. The sector has
continued to grow, albeit slightly more
slowly, through the credit crunch and the
consequent economic downturn, with the
quarterly increase in fund numbers slipping
from 97 in the first quarter of 2007 and 114
in the October-December period to 77 in the
first three months of this year.

The Securities and Investment Business
Act, as it will be known, has been several
years in the gestation. As Brodrick Penn,
director of investment business at the
Financial Services Commission,
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The real beauty of the British Virgin Islands is its proven leadership in meeting the needs of 
international business.
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The British Virgin Islands have been a major
offshore financial centre for around a quarter
of a century. While the BVI is widely known as
the world’s leading domicile for International
Business Companies (now simply Business
Companies since an extensive overhaul of the
islands’ corporate legislation in 2006) as well
as its expertise in fiduciary services, the
jurisdiction also has a long track record as a
centre for offshore hedge funds.

Over the past few years the jurisdiction’s
capabilities as a domicile and servicing
centre for international funds have become
more widely known around the world, thanks
to a concerted drive to lift the island’s global
profile undertaken jointly by the government
and members of the BVI’s fund services
industry. These efforts have been reflected in
a growing inflow of new business and a
notable expansion of the islands’ fund
administration sector, including the
establishment of several new players by
experienced industry professionals.

So far teams of government officials and
industry representatives have taken the BVI’s
message to the key global fund management
centres of New York and London, as well as
emerging markets in Asia and the Middle
East. The next region targeted is Latin
America, where there remains an important
need to correct misconceptions about
offshore centres and their role in facilitating
global investment flows.

An important result of the these
promotional activities to date is the enhancing
of existing relationships in regions of the
world, such as Asia, where BVI companies
are well known and appreciated but where
the financial services industry is now looking
to the jurisdiction for new products and
services. For example, clients in Singapore
and Hong Kong have asked for help in
organising training and workshops for their
staff on how to maximise the advantages of

using BVI companies in the context of their
own legal and business framework.

The BVI’s experience to date in conducting
international promotion over the past few
years is also enabling the jurisdiction to fine-
tune its marketing approach. While the
roadshow format and conference-style setting
has been hugely successful in winning the
attention of lawyers and other gatekeepers
for financial services business and boosting
knowledge of the jurisdiction, the range of
contacts developed through the efforts of the
BVI International Financial Centre is helping
the islands’ service providers make direct
contact with their potential clientele in target
markets.

In turn, users of BVI products and
services now have the opportunity to deepen
their first-hand understanding of the territory,
its financial services industry and the
specialist practitioners to whom they are
considering entrusting their business.

This approach should help fund sponsors
appreciate not only the ease with which
funds can be established in the BVI and its
pragmatic regulation of investment vehicles
aimed at sophisticated investors, but also the
islands’ extremely high level of skills and
experience in fund administration and
corporate management services.

The global industry can also take
confidence from the endorsement of the
jurisdiction by organisations such as the
International Monetary Fund and the CFATF,
the Caribbean regional arm of the Financial
Action Task Force established to combat
money laundering and the financing of
terrorism. Receiving a clean bill of health from
these supranational regulatory bodies, as well
as its membership of Iosco, reinforces the
BVI’s standing in the international community
as a reputable jurisdiction, which is essential
for the promotion of its products and services
abroad. ■

B V I  I N T E R N AT I O N A L  F I N A N C I A L  C E N T R E
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acknowledges, the process of re-examining
the jurisdiction’s regulatory framework for
investment began under his predecessor’s
predecessor. An earlier plan simply to revise
the Mutual Funds Act was discussed with the
industry a few years ago but eventually was
subsumed into an all-encompassing legislative
framework for the industry as a whole.

One of the aims of the new legislation,
Penn says, is to codify existing practice and
understanding. The BV Islander took charge
of the Commission’s investment division at
the beginning of this year following a five-
month secondment in Dublin with GAM Fund
Management, a fund administration firm
belonging to investment manager GAM,
which has nearly 200 traditional and
alternative funds domiciled in the BVI.

According to Penn, the Securities and
Investment Business Act will continue to
strike the balance embodied in the Mutual
Funds Act between the protection of
investors and the ability of managers to
innovate with funds aimed at sophisticated
investors. “We strongly agree there should
be a differentiation between private and
professional funds and those aimed at retail
investors,” he says. “We set what we think
are appropriate minimum standards for
private and professional funds, such as
ensuring that all functionaries such as the
investment adviser and custodian emanate
from jurisdictions that have a prudent system
of regulation for fund business.

“Managers have to be allowed to be

innovative, because that’s what sets them
apart. The fact that the BVI regulates fund
managers in a way that most of the offshore
world does not testifies to the fact that while
we may acknowledge the manager’s need
for innovation, we are also aware of the
need for some level of regulation. Even if we
are not prescriptive about strategies and
objectives, we at least bring managers within
the regulatory remit of our enforcement and
other powers.”

With the SIBA legislation still to go through
the final stages of the consultation and
enactment process, Penn is reluctant to
discuss its planned provisions in detail, but
he notes that it will extend regulation to new
areas of investment business. “We
recognised that the regime only covered
managers and administrators of mutual funds
as well as the funds themselves. We have
been talking about regulating other areas of
the investment business for a while, and
trying to find the right balance in creating the
new regime.

“The new act should cover what we
loosely call other investment business
intermediaries. It should encompass the
promotion of and dealing in investments,
managing or administering investments, and
providing investment advice. We plan to
bring more people in the industry under the
act. For example, investment advisers are
currently only covered where they provide
investment advice to mutual funds, and
promoters and securities issuers are not
necessarily covered.”

It is an open secret that the act will require
most BVI funds to be audited, although there
will be no requirement for a local audit sign-
off, as exists in Cayman. Says Penn: “All retail
funds must already be audited, and most
professional funds, more than private funds,
are in practice also audited. We don’t think it
would cause difficulty to require audits for a
wider range of funds.”

Robert McIntyre, head of investment funds
at the BVI office of Cayman-based law firm
Maples & Calder, says that in some ways the
surprise was that the audit requirement was
not included in the original Mutual Funds Act,
and that even a provision stipulating a local
sign-off might not deter business. “When it
was introduced in Cayman around five years
ago there was initial concern that it would

O V E R V I E W
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International Financial Administration was
born out of a desire to offer a higher quality
of service than was generally available to
asset managers – and that remains elusive
today. The firm’s model is based on
outsourcing key areas of the administration
process, such as net asset value calculation,
to IFA Group’s operation in the UK, while
carrying out work such as legal and
regulatory filing and share registry activity in
the BVI office.

This deals with one of the perennial
problems of carrying out fund servicing work
in the Caribbean, and indeed other
international fund jurisdictions, a shortage of
skilled high-quality staff, especially at an
affordable price. A limited pool of local talent
is in demand from a range of financial
services businesses, while expatriates are
often costly, involve an extensive work permit
application process, and in many cases do
not stay long.

By contrast, IFA’s UK office, located in a
Midlands market town, has access to a deep
pool of staff with bookkeeping and
accounting experience who enjoy the
challenge of working in a global multi-billion-
dollar industry, provide a stable workforce,
and allow the firm to offer its clients a cost-
effective service where the focus is on
timeliness and accuracy.

From my personal experience in the fund
management industry I know the frustration
of managers with late or inaccurate
administration work, particularly regarding
the all-important NAV calculation. IFA differs
from many administrators in its response,
which is to reconcile all the figures and
accrue for every single fee, including
administration, directors, management and
performance fee, on a daily basis. 

The firm can actually produce a P&L as
well as an NAV every single day. While some

service providers are scrabbling at month-end
to issue an NAV in order to handle
subscriptions and redemptions, the last day
of the month is just another day at IFA. This
explains why the firm continues to take on
established funds whose managers complain
that they haven’t received NAV figures for
months. This approach may sound obvious,
but it’s exceptional enough for the firm’s US
web address to be dailyNAV.com – no small
selling point in that highly competitive market.

IFA’s other distinguishing characteristic is
its willingness to service smaller funds that
are often shunned by the large industry
players. Hedge funds starting out with
USD5m or USD10m have long found it
difficult to find affordable administration
services appropriate to their size and
development stage, but now the bar is being
raised higher, with funds managing up to
USD50m being dropped by their service
provider because they no longer fits the
administrator’s business model.

IFA’s approach chimes perfectly with the
development of the fund business in the BVI,
which offers a competitive domicile for all
sizes of funds, with its well thought-out
legislative infrastructure, as well as a
regulator that offers the right combination of
flexibility and effective oversight, using its
relationship with administrators to police the
activities of funds established in the islands.

The BVI Financial Services Commission
appreciates IFA’s input and knows when the
firm submits an application that its due
diligence has been extremely tough. This
attitude has helped to propel the BVI back to
the forefront of international fund jurisdictions,
evidenced by the remarkable growth of the
islands’ law firms over the past few years,
and given the fund industry a global
credibility and acceptability. IFA is proud to
have played its part in that process. ■

I N T E R N AT I O N A L  F I N A N C I A L  A D M I N I S T R AT I O N
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narrow a client’s choices, but in fact the
sector has gone from strength to strength.
With more than 9,000 registered funds, it
clearly hasn’t held them back.”

For the time being, however, the BVI has
no plans to embrace the regulatory model
adopted in jurisdictions such as the Channel
Islands, Ireland and Luxembourg, where
under new regimes for sophisticated investor
funds the local regulators have delegated
promoter due diligence oversight to licensed
service providers in order to speed up the
fund approval process.

“This to my mind is almost equivalent to
self-regulatory organisations, and we do not
envision that kind of model,” Penn says. “We
believe people trained in regulation are best
able to achieve its objectives. When you pass
on to an administrator the power to license a
fund, you are delegating core regulatory
functions. Despite their vast experience, the
private sector will have competing interests,
and while the most prudent might be able to
balance those interests, I don’t think it’s
appropriate for the BVI.”

In addition, he argues, the fact that most
BVI fund administrators are niche businesses
means it is in a different position from
centres where they tend to be part of global
fund services businesses. “Because the
industry in the BVI is just getting past its
infancy, this may not be appropriate at this
stage,” he says.

Kieron O’Rourke, a partner and head of
investment funds at Harney Westwood &
Riegels, the BVI’s largest law firm, says that in
addition to the requirement for an audit, the
new legislation is also set to impose a
requirement for all funds to have a formal
offering document. “At the moment the
legislation requires only public funds to
publish a prospectus containing all the
information required to make an informed
investment decision,” he says. “Invariably
private and professional funds do have an
offering document, otherwise people wouldn’t
invest, but the legislation will formalise that. It
will also codify various areas of FSC guidance
in terms of notification of certain changes to a
fund or its manager or other functionary.

“In addition, the legislation will likely bring
in some form of whistle-blowing provision. At
one point the private sector was concerned
that this obligation would be imposed on the

registered agent or its affiliated entities,
which in some cases might mean those
providing legal advice to a fund. This would
have placed lawyers in an impossible
situation, but we don’t expect this to be the
case.” For his part, Penn says: “The concern
about the whistle-blowing issue was based
on a misunderstanding.”

Overall, the legislation will extend the degree
of regulation of funds domiciled in the BVI, but
O’Rourke, who has just moved to Cayman to
spearhead his firm’s new office there, doesn’t
believe that a slightly heavier regulatory touch
will discourage many of the fund managers
and promoters who are currently attracted to
the jurisdiction by its flexibility, modern
corporate statute, quality service providers and
competitive fee structure. 

“I’m less concerned about that now than I
was some years ago,” he says. “The trend
both in the metropolitan centres and in some
offshore centres is toward more formal
regulation. It’s clear there will be more rules
and more reporting – for instance in Cayman
there is the Fund Annual Return, a relatively
new and comprehensive disclosure exercise.
That is something that is likely to occur in
the BVI as well.

“But in the absence of restrictions on
investment objectives and matters of that
nature, or of too onerous whistle-blowing
obligations that affect funds and service
providers, I don’t believe that slightly stricter
regulation will deter business. Centres such
as the BVI have seen a major shift from
start-up managers to larger, more institutional
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sponsors with a great deal of repeat
business, who have large organisations, legal
and compliance teams, and are not put off
by stricter regulation and more reporting.”

McIntyre says the BVI continues to appeal
to smaller managers that appreciate a
relaxed regulatory regime, and a more
affordable process for setting up a fund than
in Cayman, Luxembourg or Dublin. However,
funds that start out small can grow into major
players: “Some managers we have had
relationships with over a number of years
may have started small but are now coming
to us with structuring issues because fairly
significant pension schemes and institutions
now want to invest in their funds.”

He believes that in recent years the BVI
has crossed a line and is now perceived as
a top-tier fund jurisdiction by gatekeepers
such as US lawyers, in a way that it was not
at the beginning of the decade. “Several
years ago the BVI crossed that divide from
being lumped together with the smaller
offshore jurisdictions; now people talk about
it in the same breath as Bermuda and
Cayman,” he says. “That’s down to the
efforts of the Financial Services Commission
in providing an appropriate level of
regulation, as well as the promotional efforts
of the government and the private sector.”

Robert Briant, managing partner and head
of investment funds at law firm Conyers Dill &
Pearman, agrees, saying: “The BVI’s appeal is
good-quality regulation, efficient infrastructure,
good Business Companies and Insolvency
legislation and competitive fees. It’s no longer
perceived solely as an IBC factory, and there
are sufficient anti-money-laundering controls
and checks, transparency and effective
exchange of information to give that business
legitimacy. Initiatives like that of the OECD has
created a very clear line where before there
was a grey area; Liechtenstein is below that
line but the BVI is clearly above it.”

The intense use of the BVI by GAM is no
one-off; Briant says most of Conyers’ fund
work is for top-50 US hedge fund managers,
and Valerie Georges-Thomas, head of
investment funds at Appleby, says her firm’s
practice is also largely focused on
established managers. To some extent, this
reflects the fact that the jurisdiction and the
alternative investment industry have matured
alongside each other, according to managing
partner Mark Chapman at Deloitte, the
islands’ largest accounting and audit firm.

“A lot of the funds we deal with have been
going for as long as 10 years,” he says, “and
some of them are now billion-dollar funds.
When they reach USD1bn many managers
close the fund and start another one,
typically with a similar strategy or maybe a
different risk profile, and they become fund
families. One manager that just had a single
fund now runs 10 entities, and another has
eight. This is happening because the
managers are now more comfortable with
the jurisdiction.”

Chapman says the BVI is also benefiting
from the increasing pressure from tax
authorities in the UK and other jurisdictions
on managers of offshore funds. “This has
made managers more aware of the need to
have real mind and management outside the
onshore jurisdiction. Some managers are
setting up a physical presence offshore,
which can be quite an investment. I’m not
sure we’ll get to the point where there’s a
substantial amount of trading carried out in
the BVI, but people making key decisions
and documentation coming out of here
makes a stronger case. And you never know
when these issues will blow up again.”

Peter Reichenstein, managing director of
VP Bank and Trust Company and currently
head of fund services at its subsidiary, ATU
Fund Administrators, says: “The scope and
depth of services that are available locally
is an important factor in the competitive
race, and the other one is regulatory
practice and efficiency, which I think is the
more important element. The quicker
decisions can be reached on the regulatory
side and communicated to the industry, the
better. It’s not a question of lower
standards but time to market, one of the
major competitive advantages of one
jurisdiction over another.” ■
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Several years ago, when Citco stopped
carrying out fund administration in the British
Virgin Islands and consolidated its
operational services in Curaçao, the islands’
fund services business looked at best
vestigial, at worst heading for oblivion. Today,
however, the sector is bursting with health
following the emphatic endorsement
provided by the acquisition of two years ago
of Hedge Fund Services, the jurisdiction’s
largest hedge fund administrator, by Fortis
Prime Fund Solutions.

Fortis is expanding the business and has
just moved into new offices, as has Folio
Group, another home-grown administration
firm that is benefiting from growing demand
for fund services within the BVI. Conifer
Fund Services has been launched by Hedge
Fund Services alumnus Peter O’Connell in
partnership with San Francisco-based
Conifer Securities, while firms such as
International Financial Administration and

Circle Partners are carrying out key
accounting functions at onshore locations in
the UK and the Netherlands respectively.

While participants acknowledge that the
BVI’s administration industry will never be
able to service more than a limited
proportion of the funds domiciled in the
jurisdiction – although vehicles from the
Cayman Islands, Anguilla and the US are
among the foreign-domiciled funds
administered in Tortola – they believe there
is considerable scope for expansion,
especially among smaller and start-up funds
whose managers particularly appreciate the
personal service and genuine sense of
partnership offered by the BVI providers.

Fund administration is the most obvious
reflection of the BVI’s development as a fund
jurisdiction over the past five years, but the
growth of the industry is prompting the
offering of other services. For example,
Simon Owen at Belmont Risk Solutions is

A D M I N I S T R AT I O N
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The worldwide credit crunch and economic
slowdown may be temporarily hobbling the
growth of hedge funds, but for Walkers’
practice in the British Virgin Islands and for
the jurisdiction’s fund industry as a whole, all
the signs are that the sector is continuing to
expand. Indeed, in an environment where
costs are increasingly important, the BVI may
be more attractive to start-up managers
because its fees and regulations are not
quite as onerous as in other offshore
jurisdictions.

Certainly the shortage of credit and
indifferent equity markets are having an
impact especially on some smaller funds that
are finding conditions more difficult, and
Walkers has received a number of
instructions for the restructuring of funds.
These measure include redemption gates,
creating side-pockets for illiquid investments
and longer lock-up periods, in some cases
so-called soft lock-ups that leave an element
of discretion to the fund’s directors.

However, at the same time various larger
managers are continuing to set up new
funds, including one particularly large client
that has been setting up funds almost on a
monthly basis. An innovation for the BVI fund
industry this year has been the launch of
green funds, which some promoters see as
a strategy that is set to thrive even if the
wider economy struggles.

Meanwhile, some of the BVI’s recent
legislative changes are starting to bear fruit,
such as the introduction at the beginning of
2006 of segregated portfolio companies as
part of the islands’ Business Companies Act.
As in other jurisdictions such as the Cayman
Islands, segregated portfolio vehicles were
initially slow to catch the interest of
investment managers but are now starting to
gain serious traction.

One client, an Indian-based fund manager

with several existing funds in the BVI, has
set up an SPC that will eventually
encompass as many as 11 distinct
investment strategies within separate sub-
funds. Another, created by an alternative
management team that has come out of the
banking sector, is using one of the new
vehicles to create portfolios for real estate
and for financial sector investments.

Segregated portfolio companies are more
cost-effective in the long term for investment
managers planning multiple fund launches,
although they are slightly more expensive to
set up because of the legal work required to
draft the memorandum and articles and
ensure effective segregation of assets. But if
the manager envisages running a number of
distinct investment strategies, it saves on the
cost of establishing separate funds, and will
probably prove easier in terms of
administration because supplements can be
prepared rather than producing entirely new
offering documents or sets of memorandum
and articles.

Walkers has already received enquiries
from clients about potential uses of SPCs
that are not yet available under current
legislation, such as for closed-ended
investment funds or for stub private equity
vehicles. So far these companies are only
available for use by registered or recognised
open-ended mutual funds and licensed
insurers, although other applications are
expected to be introduced in the future.

The continuing development of the fund
sector has helped to cement Walkers’
position as one of the top two international
law firms in the jurisdiction. The firm now has
around 40 BVI-qualified lawyers, more than a
quarter of its worldwide total, and numbers
may well continue growing as the appeal of
the BVI as a domicile transcends short-term
difficulties in the economic environment. ■
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looking to provide insurance services such
as directors and officers coverage and
manager liability from specialist underwriters
to investment managers registered in the
jurisdiction.

Industry members say the BVI and the
fund sector would benefit from a broader
choice of business banking services, but
with the government and the BVI Financial
Services Commission wary – with some
reason – of the reputational risk entailed by
offshore banks, any significant expansion
seems unlikely for the foreseeable. However,
there is more hope for development in the
accounting and audit sector, which currently
includes what are wryly referred to as the
“Big One-and-a-Half”.

According to Sherri Ortiz, chief operations
officer of the government-backed promotional
organisation, the BVI International Financial
Centre, the development of expertise in the
services sector is an attraction in itself to
potential users of the jurisdiction. However, it
also dovetails with the positive reports the
BVI has received from supranational
regulatory initiatives launched by
organisations such as the Caribbean
Financial Action Task Force and the
International Monetary Fund.

These examinations focus not only on the
quality of a jurisdiction’s legal and regulatory
framework but the ability of practitioners as
well as regulators to implement it effectively.
Says Ortiz: “To get a clean bill of health from
one of those international and regional
agencies helps to justify our place in the
international community as a reputable
jurisdiction. In addition, if we have any
problems with a particular country or
marketplace that is unsure of us, getting
ourselves off any black list comes that much
easier because we can show them, for

example, a clean bill of health from the IMF.
“Reputational management is very

important as a matter of fact. It’s one thing to
have good products and good service, but
they count for nothing if people don’t trust
you and believe in you. We must always
remember that the range and quality of
services go hand in hand with the good
name of the BVI. We need a good reputation
to promote our products and services,
however good they are in themselves.”

Members of the fund services industry
would agree that a good name counts for a
lot. In this case it was the arrival of Fortis,
one of the largest global providers of
administration and other services to the
hedge fund industry, which has forced
managers and promoters to look again at the
BVI as a jurisdiction for the servicing as well
as the domicile of funds. “Fortis coming in is
a huge positive factor,” says Kay Reddy,
managing director of Blenheim Fund
Services (BVI). “It will be interesting to see
whether other big names follow, as we have
seen in the trust sector.”

The assets under management of funds
serviced by Fortis in the BVI have grown
from USD2.3bn at the end of 2005 to more
than USD7bn, even as the number of
investment manager clients and their funds
has decreased from 53 to fewer than 40.
Meanwhile, the number of staff has grown
from 18 to 24, with room for expansion to
more than 40 in the company’s purpose-built
modern offices.

The changes reflect Fortis’s new focus on
servicing a smaller number of clients with
larger asset bases, with some of the
company’s previous clients in the BVI moving
to other administrators and new ones
arriving, including the manager of a
USD400m fund that became a client in
January. However, Fortis also remains
committed to investment managers who may
have started with small asset volumes but
which have the determination and capability
to grow their business; some of today’s
USD1bn-plus funds started life with just a
few million dollars in assets.

Managing director Peter Walker says the
BVI business dovetails with the Fortis Prime
Fund Solutions network in the western
hemisphere, which includes commercial
operations in New York and data
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The fund services industry in the British
Virgin Islands has been reinvigorated over
the past few years, notably through the rapid
growth in the number and size of
international law firms as well as the
establishment of various new fund
administrators.

This development has provided
international fund promoters with an
interesting alternative to the Cayman Islands,
the market leader for domicile of collective
investment vehicles in the Caribbean. An
increasing number of managers and
promoters that have used Cayman as a fund
domicile in the past are considering other
options due to cost issues, an important
factor especially for smaller funds. 

The BVI has fund legislation dating back
to 1998 and had 2,781 regulated funds
established by the end of the first quarter of
2008, according to the regulatory authority,
the BVI Financial Services Commission. This
impressive total may actually be just the tip
of the iceberg, taking into account closed
funds which – formed as Business
Companies – are outside the scope of fund
regulation and thus no statistics on their
number and size are available.

However, there is no doubt about the
significant development of the industry since
the early 2000s. All major law firms in the
Caribbean have now offices in the BVI,
seeing the potential of this well-regulated and
competitive jurisdiction, and a surge in the
number of licensed administrators reflects the
growing number of domiciled funds.

ATU Fund Administrators (BVI) has been a
player in the BVI since the introduction of
fund legislation in 1998 and indeed has a
management and administration licence
numbered 98/001, reflecting its status as the
first ever licensed entity.

As part of an international group with

complementary services for incorporating
legal structures as well as banking and
custody, we can offer one-stop shop
solutions and act as an incubator for new
and unconventional funds, such as new
frontier funds, or for emerging managers.

Our portfolio of fund mandates also
includes structures established in Cayman
and in neighbouring Anguilla. Having an
experienced team of highly qualified fund
administrators, all chartered accountants,
ATU can provide individual and flexible
services driven by clients’ requirements
rather than a standard service offering.

The credit crunch and its economic fallout
have stemmed neither the growth of the
industry nor our own portfolio of funds, but
have affected the investment approach of
recent fund projects. Promoters and
managers are re-evaluating their planned
offerings to focus on lower-risk and longer-
term strategies. We also detect increased
interest in private equity as well as
long/short equity and global macro
strategies.

The focus of the Financial Services
Commission on assessment of investment
managers protects investors in BVI mutual
funds by ensuring that individuals making
investment decisions are professional and
qualified. It is in the long-term interest of the
jurisdiction and its service providers that
should a fund fail to be successful, it is not
due to lack of credentials on the part of its
licensed investment manager.

As a tried and tested administrator, ATU
goes beyond the requirements of current
regulation in its internal quality standards.
For example, we insist that all our regulated
fund mandates are subject to an external
audit, believing that this represents “good
hygiene” for the fund promoter and service
providers as well as investors. ■
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registry maintenance and regulatory filing is
carried out by the firm’s fully-staffed office in
the BVI, it decided to carry out its accounting
functions in Southam, a market town in the
English Midlands, because of the shortage of
sufficiently-qualified local staff in the islands
and the high cost of bring in expatriate staff.

“What we like about the BVI is the fact that
the regulator appreciates our input,” he says.
“We’ve never been frightened of dealing with
them. I think we respect each other, and they
know that when we submit a file, our own
due diligence is extremely tough. The job of
the administrator is to act as a policeman.
We’re effectively the compliance people, and
if we pick up something we’ll tell the
regulator immediately. We have nothing to
fear from regulators, nor should anyone else
if they’re doing a good job.”

Circle Partners, which came into the BVI
in 2006, carries out incorporation and filing
work for funds of behalf of mainly European
clients from its picturesque office at Road
Reef, on the edge of Tortola’s capital Road
Town, while accounting work is carried out
at the group’s head office in Amersfoort.
Circle currently has around USD2bn in
assets under administration.

Says managing director Monique Cova:
“The principal attractions of the BVI are its

management and investment accounting in
Curaçao. Shareholder services and fund
accounting is carried out in the BVI and
(along with banking and custody) in Cayman,
and the group has just opened a fund
accounting facility in New York for US funds.

Fortis’s rivals are growing rapidly too.
“There’s still not a huge amount of
administration actually being done on the
island, but it’s expanding quite rapidly,” says
Folio managing director Daniel Cann. “We
are now around USD6bn in assets, having
roughly doubled in size over the past 18
months. Folio now has more than 30 staff
and, like other firms, is continuing to recruit
heavily. “We are putting in place the
resources to handle the extra work in order
to be able to take on more new business.”

Conifer Fund Services was launched in
January 2007 with the aim of replicating
Conifer Securities’ partnership-based
approach to client relationships. “We focus
our activity on funds in the USD10m to
USD300m range, although we have three or
four bigger as well as a number of smaller
funds, run by managers we think have
potential and with a history of raising assets,”
says O’Connell, the firm’s managing director.

“But being part of the wider Conifer
organisation enables us to serve larger
clients, for instance by providing us with a
very robust, top-notch IT infrastructure. That
enables us to tick all the boxes clients are
looking for in areas such as business
continuity, disaster recovery and redundancy
of systems.”

Other administrators are happy to taken
on smaller funds that big international
players find it hard to accommodate into
their business model. Blenheim provides
licensing, incorporation, advice and
maintenance for funds mostly with up to
USD25m in assets. It carries out some
administration in the BVI, although Guernsey
sister company Louvre handles some of its
larger daily-quoted and active funds. “We had
a very good year last year, although our
business has moved away from
predominantly hedge funds toward mutual
funds, funds of funds, property and private
equity fund,” Reddy says. “We’re also seeing
a lot more creative structures.”

International Financial Administration
director Derek Adler says that while share
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balance between investor protection and
efficiency, and its much lower costs. The
regulatory and legal environment is very
sound, all the top legal players are here, and
people here are highly qualified and
professional. The BVI may be second as a
fund domicile behind Cayman, but that’s
because the regulator here is very cautious.
They prefer to grow more slowly than to ruin
everything with a big scandal, and I can see
that point of view.”

The undisputed champion of accounting
and audit provision to the fund industry is
Deloitte, the only one of the ‘Big Four’
professional services firms to have a full-
fledged presence in the BVI, having declined
to bow to pressure to divest non-core
activities and what were perceived to be
more risky business portfolios in the wake of
the implosion of Arthur Andersen and the
passage of the Sarbanes-Oxley legislation in
the US.

KPMG, whose original practice switched
to the Baker Tilly network and is now the
second largest audit firm in the BVI, has now
returned with a branch of its Cayman
practice, while PricewaterhouseCoopers,
which sold its business to the head of its
BVI office, Meade Malone, has put a toe
back into the water with the launch of a two-
person insolvency practice and has not ruled
out going back into the audit business. Ernst
& Young, which dissolved its Lex Caribbean
legal practice and sold its trust company to
Kroll around five years ago, has not so far
indicated any plans to come back to the BVI. 

All this is currently to the benefit of
Deloitte. “Our business is growing
substantially on the back of hedge funds,”
says managing partner Mark Chapman. “We
now have 50 people, of whom probably 40
are in involved in audit and tax work for
hedge funds. We are building our audit and
accounting presence to serve BVI-domiciled
funds, even though there is no requirement
for a local audit sign-off.”

Bronwyn King, head of investment funds
at Ogier, says that if the expected extension
of an audit requirement to most of not all BVI
funds results in an expansion of the local
accounting and audit sector, this can only
benefit the islands’ international standing. “In
Cayman the audit sign-off attracted service
providers that made it appear a more

sophisticate jurisdiction,” she says. “I would
approve a fund needing an audit
somewhere, and it would be an advantage
for the BVI if all the Big Four were here.
Having all the big service providers would be
very good for the jurisdiction.”

In the absence of a legal requirement for
an audit, Chapman says that pressure
comes anyway from investors, such as
institutions that may be required to invest
only in audited funds, or from other service
providers. “Administrators are starting to
require longstanding funds to get audits,” he
says. “Everyone’s due diligence thresholds
are getting higher, and some administrators
are reviewing their compliance, which is
good for our business.”

His view is confirmed by Peter
Reichenstein, managing director of VP Bank
and Trust Company (BVI) and currently head
of fund services for its affiliate ATU Fund
Administrators, who says: “We insist that the
fund mandates we accept have an external
audit. It may not be actually required by law
here but we think it is sound business
practice to have an external audit once a
year in order to give all parties involved
peace of mind.”

Baker Tilly, which has around 40 staff in
the BVI, is enjoying vigorous business
growth, too. Says audit director Nigel
Macphail: “The market continues to expand,
and last year our business increased by as
much as 25 per cent, even after giving up a
large part of our insurance portfolio. That
business been replaced by mutual funds.”

KPMG re-opened its doors in late 2005,
according to Roy McTaggert, managing
partner of the Cayman practice, who has
oversight responsibility for the BVI. “We
decided we definitely need to have a presence
in the BVI, so the Cayman office got approval
to re-establish a practice here,” he says.

Senior audit manager Tanis McDonald,
who arrived in September 2007, adds: “My
focus is on servicing hedge fund clients and
local administrators. We’ve noticed a positive
swing in the number of new hedge fund
audit wins in the islands. Many of them are
one- or two-man teams with start-up funds,
with limited amounts of capital but some
very interesting investment strategies and
geographical focus, such as one investing in
Turkey and another in Iraq and Kuwait.” ■
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