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funds practice Marie-Claire Fudge is feeling 
optimistic about 2015. 

“We are working on a number of Approved 
Manager applications at the moment with 
more lined up,” says Fudge, who notes that 
she is currently seeing a fairly even split of 
Approved Managers running open-ended 
funds and closed-ended funds. “It’s a great 
product and important for the BVI market. 
Statistically, if you look at the number of fully 
licensed SIBA managers, there are a lot more 
Approved Managers coming to market, which 
I think gives weight to the fact that it is a 
successful product. I don’t think the regime 
would have grown or succeeded as much 
as it has without the ability to extend it to 
managers running non-BVI funds.”

Annual license fees are just USD1,500 
for an Approved Manager running a BVI 
professional/private fund. In addition to 
the lighter-touch regulatory benefits of the 
regime, for start-up managers what is also 
just as important is speed to market. One 
can get all the paperwork drawn up and then 

It seems the decision by the BVI’s financial 
regulator, the Financial Services Commission 
(FSC), last year to extend the Approved 
Manager regime to managers running 
non-BVI funds, as well as those running 
managed accounts, was prudent. During the 
course of 2014, several of the islands’ leading 
law firms saw increased activity in managers 
applying for Approved Manager status. 

“Over the last 12 months we’ve seen 
a number of clients looking to provide 
investment management services to managed 
accounts applying for Approved Manager 
status, as opposed to a Category 3E 
investment business license. The net effect 
being that we are now experiencing growth 
in the numbers of clients opting to utilise BVI 
as the domicile of their investment managers. 
The extension of the regime to cover 
managed accounts has been significant,” 
states Simon Schilder, Partner at Ogier.

As of 30 June 2014, there were 43 
approved managers registered in the BVI. 

Over at Mourant Ozannes, the head of its 

BVI funds sector calls 
for introduction of 

new products 
By James Williams
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The BVI has seen some good traction in 
the Approved Manager regime since it 
was introduced at the end of 2012. Whilst 
this has proved popular with start-up and 
small- to mid-sized managers looking for 
a lighter touch regulatory oversight from 
the local regulator, the feeling amongst the 
islands’ leading law firms was that a new 
fund product was needed to cater more 
specifically to this market sector.

To address this issue, Simon Schilder, 
Partner at Ogier and Chairman of the 
Securities, Investment Business and Mutual 
Funds Advisory Committee (SIBAC), has 
written a white paper currently being 
considered by the FSC. 

“The historic sweet spot for the BVI 
has always been a market that appeals to 
start-up managers and small- to mid-sized 
managers. With that in mind, we’d like the 
FSC to push through two new fund products 
to complement what we’ve already got,” 
says Schilder.

The first fund product – provisionally titled 
the “Incubator Fund” – would be aimed at 
start-up managers and takes the form of a 
regulatory-light fund platform. The proposal 
is that managers could use the platform for a 
period of up to two years.

“To be eligible, one of the criteria we’ve 
suggested to the Commission is that the 
manager has a maximum of USD20m of 
AuM and/or a maximum of 20 investors. If, 
during this two-year period, it exceeds either 
of these thresholds, it would be required to 
become recognised as either a private fund 
or a professional fund. That two-year window 
would give the manager the ability to test 
their strategy, build their track record and 
see if they can build traction with investors,” 
explains Schilder, adding that to keep the 
running costs down, there would be no 
mandatory service providers to such funds. 

“One could choose to have service 
providers, but it wouldn’t be a prerequisite. 
Provided the manager was eligible, they 
would be licensed by the FSC and have 
fairly light regulatory obligations to adhere 
to; we’ve contemplated an annual return 
filing and any changes made to the fund 
would need to be communicated to the 
regulator. This could be a bi-annual report 
on the fund’s AuM, etc. The aim would be 
to provide just enough information for the 
FSC to apply regulatory oversight without 
burdening the manager,” adds Schilder. 

The second product – the “Approved 
Fund” – would be aimed at friends and 
family-type offerings and family offices. It 
would be similar to a private fund but with 
automatic exemptions, the most important 
of which being an exemption from the 
requirement to undertake an annual audit. 

“My expectation would be that for most 
start-up managers without the benefit of 
significant seed capital, the opportunity to 
utilise the Incubator Fund would represent 
a very attractive proposition for structuring 
their funds during the first two years, given 
the ability to make significant cost savings 
on set-up and operational costs during 
this period. The Approved Fund product 
would be aimed more at family offices and 
managers managing friends and family 
money only”. 

“This is something that the FSC is 
looking at closely. They understand the 
need to move quickly on this. Hopefully, 
it’s something that will be introduced 
to the market before the summer,” 
concludes Schilder. 

Alongside the Approved Manager regime, 
the two proposed fund products could well 
act as a catalyst for future funds growth in 
the world’s second largest offshore funds 
jurisdiction. n

Simon Schilder, Partner 
at Ogier and Chairman of 
the Securities, Investment 
Business and Mutual Funds 
Advisory Committee (SIBAC)

New fund products being 
proposed to the FSC

interview with Simon Schilder

Og ier
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push the button and launch the fund very 
quickly, mitigating the risk of losing potential 
prospective investors. 

A manager will generally be able to 
commence business seven days after 
submission of the application to the FSC, 
and then has a 30-day period in which to 
launch the fund.

Clearly the Approved Manager regime is 
working to the benefit of the BVI, but what the 
jurisdiction needs is a complementary fund 
product that sits beneath the professional and 
private fund. This is something that Schilder 
has outlined and proposed in a consultation 
paper submitted to the FSC in December 
2014. Indeed, the proposal calls for not one 
but two new fund products to better serve 
the start-up and emerging manager market: 
provisionally titled the BVI Approved Fund and 
the BVI Incubator Fund. 

“What we are trying to do is have a 
product that is both competitive with 
what is available elsewhere (eg. the 
Bahamian SMART fund) and represents an 
enhancement to these alternative products. 
Bermuda also has something that is 
designed for the start-up market. However, 
rather than just come up with something 
that mimics what is already out in the 
market, what we are trying to do is create 
something that is both competitive and an 
enhancement, in meeting the needs of the 
start-up market.

“I understand from meetings I had with the 
FSC before Christmas that this is something 
they are looking at closely. They understood 
the need to move quickly on this. Hopefully, it’s 
something that will be introduced to the market 
before the summer,” comments Schilder. 

The planting of the seed to create 
these new fund products arose from a BVI 
Investment Funds Committee meeting last 
year, confirms Phillip Graham, Partner at law 
firm Harneys.

“We sat down one evening and asked the 
question: ‘If we had complete control of the 
funds industry in the BVI, what would we 
do?’ After talking about a number of issues, 
one point that we all agreed on was that we 
should bring a new fund product to market to 
complement the Approved Manager regime.

“We ended up concluding that we probably 
needed two new products to offer slightly 
different things, but both being aimed at the 

start-up and emerging manager market who 
would be attracted by the cost-effectiveness 
of the BVI. That is the space that the BVI is 
already in but needs to flourish and become 
the number one jurisdiction of choice for the 
smaller manager. 

“Whilst the BVI has a number of long-
standing users of its fund vehicles by 
managers with many billions under 
management, I think it’s going to become 
increasingly hard to convince a new 
manager, aiming to launch with many 
hundreds of millions, that the saving of 
USD10-15,000 a year by using the BVI over 
Cayman is that compelling,” says Graham.

Since 2007, Graham notes that the FSC 
has to some extent softened its stance by 
engaging more proactively with the private 
sector, recognising to some degree that the 
regulator’s interests are closely aligned with 
the interests of the islands’ fund practitioners.

“We know that the FSC is interested in 
hearing our views and have actively asked the 
BVI Investment Funds Committee to present 
their views. Therefore, the proposal that has 
been submitted for two new fund products 
won’t be passed around for many years 
before being mothballed; the FSC are very 
likely to act quickly on this. That’s the exciting 
part of being in the BVI right now; it feels like 
the regulator and the funds’ sector are moving 
in the same direction,” adds Graham.

Schilder is keen to stress that the BVI 
Incubator Fund, which would be aimed more 
at established managers already running 
assets under management, would not be 
an SPC structure. Typically, one tends to 
see a fund administrator running an SPC 

Overv i eW

3 “We sat down one evening and 
asked the question: ‘If we had 
complete control of the funds 
industry in the BVI, what 
would we do?’ After talking 
about a number of issues, 
one point that we all agreed 
on was that we should bring a 
new fund product to market.”
Phillip Graham, Harneys
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Steady growth in fund 
subscriptions

interview with Mara Spencer

now that the regime has been expanded 
to managers running non-BVI funds,” notes 
Spencer. 

At a time when some of the larger bank-
owned fund administration groups are 
debating whether to continue in the market, 
it is perhaps more important than ever for 
independent administrators to play to their 
core strengths. That means catering to small 
to medium size and emerging managers who 
need a reliable partner. 

“We’ve made a point over the years of 
working closely with start-up managers and 
coming up with ways to better support and 
help them grow and maintain costs. For 
us, it has been paramount to build close 
relationships, which has led to business 
referrals. New managers want to know that 
their administrator can help with the whole 
process of operating a fund. We are always 
looking for new ways to help improve the 
way clients run their funds, particularly in 
respect to middle- and back-office services,” 
explains Spencer.

Under Basel III, there’s a feeling that 
larger administrators will begin to more 
aggressively cull managers and focus only 
on the top percentile of revenue-generating 
clients. This is the cold reality of regulation 
in 2015, but it could work to the advantage 
of firms like ACE Fund Services, particularly 
now that the Approved Manager regime is 
bedding in.

“Our outlook for 2015 is positive. The US 
economy is getting stronger all the time 
and growth in fund formation will follow. 
The confidence of shareholders in hedge 
funds has slowly improved, notwithstanding 
relatively moderate fund performance last 
year. “It’s been pretty stable over the last 
couple of years but I think in 2015 we will 
see an uptick in fund formation numbers” 
concludes Spencer. n

In many respects 2014 was a year of 
consolidation and possibly a sign of better 
things to come in the BVI in the view of 
Mara Spencer, Managing Director of ACE 
Fund Services. It was, she says, a period 
of stability during which certain strategy 
funds, in particular those with an FX slant, 
performed well.

“The portfolios we administer are quite 
varied. We work with funds that have 
different asset allocations and operate in a 
range of different jurisdictions so we see 
quite a diverse picture of fund activity. We 
saw a steady level of fund subscriptions 
for specific portfolios that we deal with, 
and, importantly, a low level of redemption 
activity,” says Spencer.

The last point, on fund redemptions, is an 
interesting one. Admittedly, it’s the view of 
one administrator only, but it highlights the 
changing way in which investors, particularly 
institutions, view alternative investments. 

“They have more patience and understand 
the market is going to be volatile so they 
are definitely taking a pragmatic long-term 
view on their hedge fund allocations. There 
are times when investors look solely at 
performance but there are other factors 
beyond that that need to be considered, 
such as the background of the manager, 
the fund’s service providers, and the level of 
transparency. They expect managers to be 
open and communicate with them on what’s 
going on in the fund. Investors are becoming 
more sophisticated,” says Spencer.

One area of growth that Spencer 
welcomes is that of the Approved 
Manager regime, which has seen some 49 
managers get licensed by the FSC through 
September 2014. 

“As an administrator who deals with fund 
formation and liaises with legal groups, that 
has been a positive development, especially 

Mara Spencer, Managing 
Director of ACE Fund Services

ACe  fund Serv iCeS
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funds launching, in particular more private 
equity funds. We are currently working on 
a few funds looking to launch in Q1 2015 
and there are quite a good number in the 
pipeline as well. Conversations with private 
equity managers seem to be on the rise.”

According to Preqin, a leading research 
firm on alternative assets, through June 2014 
there was close to USD450bn in distributions 
paid out to limited partners, indicating just 
how attractive market conditions have 
been for managers. On the back of rising 
levels of dry powder in the private equity 
market, one might expect to see increased 
fund formation activity in 2015, although an 
important caveat to this is that managers 
will likely face increased competition to find 
attractive investment opportunities. 

Graham confirms that 2014 was a 
particularly interesting year in that funds 
were being launched by managers from all 
corners of the globe, not just the dominant 
US market. These included managers based 
in South Korea, Israel, the Philippines, Brazil, 
Argentina, Chile, even Iraq and Jordan. 

“We saw a lot of start-up managers 
coming to market with friends and family 
money from all corners of the globe. The 
majority were hedge fund launches but we 
did also see private equity and real estate 
funds. In fact, one is centred around Iraq for 
a manager looking to invest in infrastructure 
development; the building of power plants, 
railway lines, etc,” notes Graham.

That the BVI is starting to attract 
managers from a wider range of geographies 
is testament to the good work that the 
islands’ regulator and service provider 
community are doing. Managers, especially 
those based in Asia and Latin America, 
particularly favour the BVI for company 
formations; it is a tried and tested product 
that has built global recognition over the 
years. What the BVI next needs to do is to 
engender that same level of acceptance and 
familiarity with its fund products.

“The BVI is a very flexible jurisdiction, 
that’s one of its key attractions. The 
challenge for us in the funds sector is to 
deliver a clear message in relation to our 
new bespoke fund products, as we have 
done with the BVI incorporated company and 
Approved Manager. That’s a key driver for 
2015,” concludes Graham. n

as an incubator platform, whereby each cell 
within the structure represents an individual 
portfolio run by an appointed manager. One 
of the dangers of using an SPC, however, 
is that unless they are run correctly, they 
aren’t necessarily a cheap product for small 
managers. 

“SPCs are great products but you’ve got 
to know how to use one correctly and that 
includes the cost of running it properly. The 
distinction between establishing an SPC 
platform, using multiple cells for managers’ 
portfolios, against the “BVI Incubator Fund” is 
that the latter doesn’t come with the risk. 

“Another distinction is that an SPC has to 
use appointed service providers, whereas that 
wouldn’t apply to the proposed “Incubator 
Fund” for the first couple of years. The 
cost savings of not having to use service 
providers in a fund’s infancy are what the 
Incubator Fund is aimed at providing start-up 
investment managers. That is not possible 
with an SPC. Some managers might want to 
appoint such service providers and they might 
want to have an annual audit, but with the 
proposed Incubator Fund these would not be 
mandatory requirements,” explains Schilder.

Graham says that the Approved Manager 
regime is, to some extent, a bit of a Trojan 
Horse; it allows managers to get used to 
the BVI and learn that it offers light touch 
regulation, flexibility and cost-effectiveness. 
But even with the success of this regime, it 
hasn’t yet properly evolved to them using a 
BVI fund vehicle as well.

“That’s why we need an equivalent fund 
product. The approved manager has been an 
amazing success. I know of many practitioners 
globally that are now recommending it to 
clients rather than the Cayman exempt 
manager status, and that’s a great credit to the 
private sector in the BVI for recommending it 
and the FSC for introducing it. If we can have 
that same level of success with the proposed 
fund products then who knows what we could 
achieve,” states Graham.

With respect to fund activity, Fudge notes 
that the last quarter of 2014 saw a significant 
uptick in fund instructions, both from existing 
and new fund managers.

 “We are working on more new fund 
instructions at any one time, currently, than 
I can remember for quite a while,” says 
Fudge. “We are seeing different types of 

6 
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There’s a general air of optimism among 
the BVI’s fund practitioners. Although the 
average hedge fund recorded sub-four per 
cent, the lowest average return since 2011, 
there was nevertheless a clear uptick in 
trading activity, principally among some of 
the islands’ larger managers. 

“Those with established funds attracted a 
lot more attention and interest and launched 
various offshoots of their flagship funds, 
which was a welcome development,” notes 
Grant Green, Managing Director, KPMG (BVI) 
Limited. 

Howard Eisen is managing director and 
head of sales for Conifer Fund Services, 
one of the BVI’s leading fund administrators. 
He notes that the firm saw a lot of activity 
across the size spectrum and across the 
strategy spectrum. “As you’d imagine long/
short equity funds dominated but we also 
saw new funds launching in distressed, 
credit, multi-strategy. I would go so far as to 
say that last year was the most active since 
the financial crisis,” says Eisen, speaking 
from the firm’s New York offices. 

According to the BVI FSC’s latest 
statistical bulletin, through September 2014 
a total of 49 Approved Managers had been 
licensed. This is encouraging and despite 
the fact that Approved Managers are now 
allowed to run non-BVI funds, there is good 
reason to believe that the regime could act 
as a catalyst for future fund growth in the 
world’s second largest offshore jurisdiction.

“If you speak to institutional allocators, they 
are asking for more regulation, transparency, 
so to the extent that a jurisdiction is putting 
more disclosure and registration requirements 
on managers, allocators are going to be 
strong proponents of that. They are tending 
to move towards managers that are more 
compliant and away from those that are less 
compliant,” says Eisen. 

“Any jurisdiction that has a respected 
registration and regulatory regime is going 
to attract new managers as they increasingly 
want to demonstrate to investors that they 
are following best practices.”

Crucially, for the BVI to build out its fund 
numbers in line with Approved Manager 

BVI fund structuring and 
corporate governance 

developments
By James Williams
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Interest in BVI segregated 
portfolio companies rises

interview with Marie-Claire fudge
There appears to have been a real pick-up in 
interest in BVI segregated portfolio company 
(SPC) formations over the last 12 months. 
Many recent conversations with start-up 
managers seem to be about forming such 
structures according to Marie-Claire Fudge, 
head of Mourant Ozannes’ BVI funds practice. 

A BVI SPC is a single legal entity 
containing a number of segregated portfolios. 
Under BVI law, only insurance companies 
or investment funds may be incorporated or 
registered as SPCs. An SPC may only be 
incorporated with the prior written consent of 
the BVI Financial Services Commission (the 
FSC) and must contain the word “SPC” or 
“Segregated Portfolio Company” in its name.

“Towards the end of 2014, we saw an 
increased interest in SPC fund formations from 
managers – in particular, start-up managers. 
We are also seeing existing SPCs restructuring 
and launching new portfolios,” confirms Fudge. 
A total of eight SPCs were incorporated during 
Q2 and Q3 2014, according to the BVI FSC’s 
latest statistical bulletin. In total, there are 163 
such structures. One of the main attractions for 
managers is that the assets and liabilities of 
each segregated portfolio are legally separate 
from those of other segregated portfolios in the 
structure. 

“Typically, a manager would use an 
SPC in a multi-class or multi-strategy fund 
scenario where the use of segregated 
portfolios is being applied to separate the 
gains and losses as between different 
investment objectives and risks. An SPC 
which is correctly structured and managed 
can offer cost efficiencies compared to 
an umbrella fund structure with multiple 
subsidiaries or to running separate funds for 
each investment strategy” explains Fudge.

Due to the legal segregation between the 
assets and liabilities of each portfolio in an 
SPC structure, BVI legislation requires the 
directors of an SPC to establish and maintain 
certain procedures including:

• the segregation and maintenance of 
segregation of segregated portfolio 
assets, which should be kept separate 
and separately identifiable from both the 
assets of other segregated portfolios and 
the general assets of the SPC; and

• where relevant, to apportion or transfer 
assets and liabilities between segregated 
portfolios or the SPCs general assets. 

“The directors are under a duty to both 
establish and maintain procedures relating 
to the segregation of portfolio assets,” 
says Fudge. “However, directors may 
allow segregated portfolio assets to be 
collectively invested or managed, so long 
as each portfolio’s assets remain separately 
identifiable.” 

When the directors of an SPC enter into 
a contract with a third party, such as a fund 
functionary, then the segregated portfolio 
to which the contract relates should be 
identified in that contract and the contract 
entered into by the SPC for and on behalf 
of such portfolio. If assets or contracts 
have been incorrectly attributed between 
segregated portfolios, then there is a 
statutory procedure for the directors to follow 
in order to make the correct attribution. 

The BCA also provides that segregated 
portfolio assets shall only be available and 
used to meet liabilities of the creditors of that 
particular segregated portfolio. The SPCs 
general assets can also be used to meet a 
portfolio’s liabilities, if its own assets are not 
sufficient.

“This offers statutory protection to 
investors of one segregated portfolio in 
relation to losses or cross class liabilities 
in other segregated portfolios” confirms 
Fudge. “However, there is little case law on 
SPCs and therefore, limited guidance on 
how an SPC structure would be treated in 
a jurisdiction which does not have laws on 
SPCs. This highlights just how important it is 
to correctly structure and manage an SPC.” n

Marie-Claire Fudge, head 
of Mourant Ozannes’ funds 
practice in the BVI

http://www.hedgeweek.com


BVI Hedgeweek Special Report Feb 2015 www.hedgeweek.com | 13

induStry

then spinning out to a launch a standalone 
fund. This is something that administrators 
such as Drake Fund Advisors have been 
enjoying success with on their Drake BVI 
platform; effectively an incubator platform.

“Up to a couple of years ago we were 
looking after a handful of South African 
HNW clients and the only way they could 
participate in the international capital markets 
was to invest through an offshore regulated 
or listed product. We developed a listed BVI 
fund product which was relatively time- and 
cost-efficient to structure, easy to invest into 
and it allowed a level of control. As a result 
we entered the fund administration game 
and built from there,” confirms Executive 
Director Nicolaas Faure.

The Fund enables new managers to 
establish and control their own segregated 
portfolio. Each portfolio enjoys reduced 
operating expenditure due to combined 
functionaries such as the board of 
directors, secretary, registered agent, local 
representative and legal representative.

At the same time, every cell can appoint 
its own functionaries, should the manager 
wish to, apart from the board of directors. 
These functionaries include the auditor, 
investment adviser, custodian; even Drake as 
the fund administrator can be replaced on a 
cell-by-cell basis. 

What is also advantageous is that 
managers who choose to go this route 
can still apply for Approved Manager 
status. “When you apply for an Approved 
Manager you simply have to make it clear 
in the application to the FSC what is to 
be managed; e.g. Cell B or segregated 
portfolio number 6 on the platform. It’s very 
straightforward,” adds Faure. 

One area of continued focus for BVI 
managers large and small is how to best 
address regulatory risk, specifically in relation 
to FATCA. According to Green, understanding 
their reporting responsibilities so as to be in 

numbers, it needs to have a fund product 
that is better able to attract the start-up 
market. This is something that the legal 
community is now discussing with the FSC 
and there are hopes that two new fund 
products could be introduced before the 
summer. 

“Anything that helps to encourage new 
fund promoters and helps them to build 
a track record, whilst at the same time 
continuing to promote the BVI in an open 
and transparent way, is a good development 
in my view,” says Mara Spencer, Managing 
Director of ACE Fund Services. “The key 
point for the BVI as a jurisdiction is that 
it remains open to evolving in line with 
changing market conditions. I think the fact 
that the Approved Manager regime came 
into effect in 2012 and the FSC expanded 
it further in 2014 illustrates that the BVI is 
a jurisdiction that is trying to work with the 
different changes and requirements of the 
funds industry at large.”

Separately, one existing product in the 
BVI that continues to prove popular with 
managers is the Segregated Portfolio 
Company (SPC) whereby a manager can run 
a series of segregated portfolios, all under 
the roof of a single legal entity. 

“The most common theme we see at 
the moment is managers launching a raft 
of new SPC cells. It’s a cost-effective way 
to launch multiple strategies or maintain 
that segregation of liabilities for individual 
investors. By and large the bulk of them have 
either single investors in cells or a small 
number of investors,” says Green.

Eisen cannot put his finger on what the 
key driver is for managers creating these 
vehicles, noting that they tend to be very 
much “situation specific”. “For example, 
a client that has decided to oversize a 
position in a particular company so they 
create an SPC and give investors the 
opportunity to invest alongside them. 
Or they decide to create an SPC to run 
concentrated sub-portfolios. It is a legal tool 
that allows managers to do certain things, 
when appropriate, but I wouldn’t call it a 
mainstream trend,” comments Eisen.

For start-up managers, joining an SPC 
platform avoids some of the operational 
costs and in effect provides a useful 
stepping stone to building a track record and 
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“The most common theme 
we see at the moment is 
managers launching a raft of 
new SPC cells.”
Grant Green, KPMG
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Seeing the fruits of the 
Approved Manager regime 

interview with nicolaas faure

According to the Q3 statistical bulletin 
published by the BVI Financial Services 
Commission (FSC), the islands’ 
financial regulator, a total of 27 limited 
partnerships were recorded in Q2 2014 
compared to 16 in Q2 2013. That figure rose 
in Q3 to 36. 

This is good news for the jurisdiction as it 
suggests that demand for GP/LP structures 
among private equity managers remains 
strong. Indeed, the BVI remains highly 
favoured among asset managers in emerging 
markets, not least Chinese asset managers 
looking to incorporate special purpose 
acquisition companies (SPACs) in the BVI. 

Drake Fund Advisors is a specialist 
emerging markets fund administrator. 
Over the last 12 months, the firm has 
enjoyed considerable growth. According 
to Executive Director Nicolaas Faure, 
Drake’s AUA grew from USD900m at the 
end of 2013 to approximately USD1.3bn 
currently, breaking through the all-important 
USD1bn barrier.

“The BVI GP/LP structure is popular with 
Chinese managers. We hope to increase 
the level of business we do with them this 
year. We are currently visiting Shanghai on 
a quarterly basis and plan to be one of the 
first administrators to market our BVI fund 
administration services in China. With the 
recent listing of Ali Baba in the US we have 
seen listing activity gathering momentum,” 
says Faure.

Drake has seen its fund numbers climb 
some 40 per cent year-on-year: from 55 at 
the start of 2014 to the mid-70s as of today. 

“According to the regulator’s numbers, 
Drake has about a 20 per cent of the 
Approved Manager market,” says Faure. “As 
an administrator, we have always focused on 
the start-up market. The BVI as a jurisdiction 

is still a very good all rounder for new 
managers. It is a well-regulated jurisdiction 
available at an affordable price and we’ve 
taken on 18 new fund clients over the last 
12 months. We are certainly beginning to 
see the benefits of the Approved Manager 
regime as an excellent tool for drawing fund 
business into the jurisdiction.”

Another aspect that has helped Drake to 
attract new managers is the fact that it runs 
its own Segregated Portfolio Company (SPC). 
The Drake BVI Platform gives start-ups the 
opportunity to run a segregated portfolio 
without the cost burden of establishing their 
own full-blown fund structure.

“We had a couple of sterling performers 
in 2014 and a couple of large sign-ons. One 
client alone brought with them USD250m. 
The client is primarily focused on Europe 
and runs a series of segregated portfolios 
spanning fixed income, equities and long-
only strategies,” states Faure. 

Strategically, Drake Advisors has also 
been able to build its reputation by entering 
into quasi-joint venture relationships with 
other administrators looking to get a foothold 
in the BVI but for whom the timing is not 
quite right; perhaps due to licensing costs 
and the costs of setting up a physical 
presence on the islands, or because the 
funds they are working with are too small. 

“We spent a number of years 
concentrating on internal systems and 
controls, allowing us to operate at similar 
levels to our competitors in jurisdictions 
within the EU, but doing so from a cost-
efficient base. We are now able to operate 
alongside the very large administrators, 
offering an identical service, but with the 
benefit of actually being in the jurisdiction 
where the majority of their funds are 
domiciled,” concludes Faure. n

Nicolaas Faure, Executive 
Director at Drake Fund 
Advisors

drAke  fund Adv iSOrS
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director registration process as an attempt 
to solidify and properly regulate fund 
directorships need analysing closely. If 
the FSC introduces something similar it 
needs to be carefully thought through after 
consultation with the private sector and 
carried out properly. The fees to pay for it, 
for example, need to be appropriate and the 
principles of protecting confidentiality must 
always be considered. 

“At the moment there’s no talk of it, but 
given the focus of the BVI government to 
ensure that it plays on a level playing field 
with the rest of the international community, 
it wouldn’t be a complete surprise to me, 
however, were it to be introduced at some 
point in the future,” says Philip Graham, 
Partner at law firm Harneys.

All BVI regulated funds are already 
required to file details of their directors with 
the FSC. What is up for debate, says Simon 
Schilder, Partner at Ogier, is whether all BVI 
entities, including unregulated investment 
vehicles, will be required to file details of 
either their shareholders or directors at the 
Registry.

“My expectation is that the government 
will resist any attempts to make such 
information publicly available. If there 
are any extraterritorial enquiries, the BVI 
authorities would be able to determine who 
the directors are in different structures and 
pass this information back to the foreign 
authorities requesting it. I haven’t seen any 
draft legislation for this yet, but I am quite 
certain that’s how it will play out here,” 
states Schilder.

“I’m not sure whether I see the benefit 
of having a public register of directors, 
particularly when we don’t have a public 
register of financial statements that are 
prepared by regulated entities. Anything that 
puts the BVI at a competitive disadvantage 
isn’t going to be too attractive to anybody,” 
adds KPMG’s Green. n

full compliance has become a key priority; 
something that KPMG is only too keen to 
help advise on with its clients. 

“KPMG was engaged by the BVI 
government to assist them in drafting the 
BVI’s guidance notes on FATCA, the first 
draft of which was published last July. A 
new iteration of those guidance notes with 
incorporated changes from various industry 
meetings and the BVI FATCA Working Group 
that I chair is due out any time now. 

“The deadline for the first filing will be 31 
May 2015, in line with other jurisdictions such 
as Cayman. The government is still working 
through the technological implementation 
part of the process [developing the online 
portal into which the filings will be posted] 
so if there are any teething problems the 
deadline could possibly be extended,” 
clarifies Green. 

Eisen says that its clients are leaning 
heavily on Conifer to support them with 
FATCA but adds that the harder, more 
ambiguous issue is actually AIFMD. 

“Still, to this moment, a lot of our US 
clients running BVI funds are taking the view 
that they’re not going to actively market 
in Europe till such time as there’s a better 
understanding of what ESMA is looking for, 
and how they define certain terms such 
as reverse solicitation. They are sitting on 
the sidelines and not doing any proactive 
marketing at all,” states Eisen.

A lot has been written about AIFMD. 
Managers, both EU and non-EU, running 
offshore funds will continue to appraise the 
worthiness of marketing into Europe but 
what is certain is that increased regulation 
has raised the bar in respect to corporate 
governance and best practices. One could 
argue that offshore jurisdictions have had 
no choice but to demonstrate leadership in 
this area. 

On 4 June 2014, Cayman introduced the 
Directors Registration and Licensing Law 
by CIMA that gives its regulator, CIMA, a 
clearer picture of Cayman fund directors. 
Part of this was in response to whether 
one director could correctly and accurately 
look after 100 funds or more; the “jumbo 
directorships”. The USD64k question is, will a 
similar register of directors be introduced in 
the BVI?

“I think the merits behind the whole 

13 “Any jurisdiction that has a 
respected registration and 
regulatory regime is going to 
attract new managers.”
Howard Eisen, Conifer Fund Services
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