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Jersey has made strong progress in
positioning itself as a leading funds
jurisdiction within the European time zone.
By March this year the value of the fund
assets under administration in the island had
reached a record high of GBP156bn, up 50
per cent over the past year and 13.5 per cent
over the first three months of 2006.
Alternative funds – many of them established
under the successful Expert Funds regime -
now account for assets under administration
of GBP34.6bn.

Jersey has also been active on the
legislative front, introducing new legislation
that permits the creation of cell companies
through an innovative concept known as the
Incorporated Cell Company. This involves the
formation of separate, legally recognised
cells within the overall structure, with each
cell incorporated as a separate Jersey
company. The first ICC has already been
registered with the Jersey Financial Services
Commission (JFSC), and more are in the
pipeline.

With the Commission also approving its
first Shari’a-compliant hedge fund this year,
there is plenty of evidence that Jersey is
maintaining its innovative approach to the
funds industry, together with a growing level
of specialisation.

Since the launch of the Expert Fund Guide
in 2004, more than 160 funds have been
established in Jersey under the regime,
which continues to gain profile and
momentum within the international funds
community. Expert Funds now constitute 10
per cent of all fund assets under
administration in the island.

However, there is no room for
complacency. Working in consultation with
industry representatives, the JFSC recently
completed a ‘house-keeping’ review of the
Expert Fund Guide, and the revised Guide is

currently out for a one-month public
consultation.

The industry and the Commission are also
considering the introduction of a further
category of regulation. Currently termed the
‘Jersey Listed Fund Guide’, this regime would
be targeted at closed-ended funds that are
listed on a recognised stock exchange.

Under planned regulatory changes, it is
proposed to give Jersey fund administrators
an enhanced platform on which to compete
for business. The intention is to enable
service providers to register to carry out
funds business rather than go through the
present system, which involves applying for
separate permits for each of the funds they
service.

In the long term it is intended to bring all
the existing financial services legislation
within a single law, the Financial Services
(Jersey) Law, creating a one-stop shop that
will make the island’s legal framework easier
to follow. Consultation is underway on these
developments.

In the meantime Jersey’s strategy of
encouraging specialist fund managers to
move to the island has been successful and
a small number of London-based hedge
fund managers have relocated both their
funds and business to St. Helier to take
advantage of the business and regulatory
environment as well as lifestyle
opportunities.

Within a hugely competitive global
environment, Jersey has no intention of
curbing the momentum it has generated for
its funds industry and that has resulted in
such an impressive increase in quality new
business during the past three years. ■

Beverley Le Cuirot, 
Jersey Finance

Innovation the key
to quality funds
business

Beverley Le Cuirot, director of
marketing and communications,
Jersey Finance
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The market for alternative fund services is
undergoing a major evolutionary shift driven
by a number of factors, including continuing
growth in alternative investment business,
the increased importance of institutions as a
source of new investment, and the ongoing
consolidation of the investment management
and fund servicing industry. 

Today the industry encompasses the
administration of vehicles investing in long-
only equity, fixed income, money market,
private equity, venture capital, securitisation
and property, as well as insurance
structures, hedge funds and funds of hedge
funds. Each investment and product segment
requires distinct custody and administrative
service competencies and skills.

In principle, they share some general
concepts such as unit-holder record-keeping,
financial accounting, the formalisation of
periodic market valuations, calculation of net
asset values and reconciliation to a formal
record of cash and investment assets,
although some structures will not require the
formal appointment of a custodian.

However, there are custody and
administration nuances unique to funds of
hedge funds. Unlike traditional instruments
which benefit from central securities
depositories and wholesale daily price feed
providers, within the FoHF arena, pricing,
reconciliation and settlement are extremely
manual and fragmented. 

A second major challenge is the shortening
of timespans between valuation cycles for
FoHFs. This involves not only the official NAV
for the end-user or investor client, but the
requirement on the administrator for accurate
and timely reconciliation with other providers
including prime brokers, underlying hedge fund
registrars and custodians. Although historically
formal valuations have normally been provided
on a monthly basis, many if not most fund
managers now require weekly estimates.

On the custody side, the trade fulfilment,
settlement and reconciliation cycles for
underlying hedge fund investments are

equally manually intensive. Although the
industry may ultimately look to channel
settlement through a central depository,
currently it still involves a one-to-one
relationship between custodians and
underlying hedge funds registrars and
transfer agents. The intricacies of this task
are evident, given that there are estimated to
be more than 10,000 hedge funds. 

Fund sponsors and institutional investors
are increasingly seeking partners capable of
providing an integrated, scalable and client-
centric trustee, banking, custody and fund
administration service offering. While
technology and operational excellence are
vital to any servicing arrangement, a truly
integrated service offering supported by a
relationship management focus is key. 

Client service and relationship
management are vital components of
custody and administration. A dedicated
relationship manager ensures a ‘one person,
one face’ relationship on the part of the
administrator, custodian or bank. Fund
sponsors, investment managers and
institutional investors can benefit from the
integration of all these services through one
interface, bringing core facilities together and
raising overall service quality.

The industry is also witnessing continued
pricing pressure for core alternative fund
administration, custody and banking/prime
brokerage services. By selecting a service
provider able to bundle these services, funds
can negotiate wholesale fee tariffs across
multiple fund families and in some cases
fund domiciles.

Administrators and custodians that seek to
remain in this evolving and dynamic industry
must show their commitment to investment in
both people and technology. The past few
years have seen a significant increase in
consolidation as service providers choose to
make the investment, launch a joint venture
with strategic partners or exit the business
altogether, and we expect to see this trend
increase in the future. ■

R O YA L  B A N K  O F  C A N A D A
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On your marks
By Alan Brint

Alan Brint is head of corporate
and institutional relationship
management with Royal Bank
of Canada (Channel Islands)



Jersey has been a latecomer to the global
hedge funds industry, but following the
introduction two years ago of the Expert
Fund Guide, which set up a regime for
sophisticated investor funds with rapid
approval procedures and supervision of the
service provider rather than the product, it
has been making up for lost time. And
market participants, from hedge fund
administrators to lawyers and consultants,
believe the largest of the Channel Islands is
well placed to increase its market footprint in
the coming years.

The rapid take-up of Expert Funds – 169
with total assets of GBP17.9bn between the
launch of the regime on February 4, 2004
and March 31 this year, including 35 in the
first quarter of 2006 – has surprised even the
most optimistic market players. On a broader
level, it has announced to the world Jersey’s
openness to alternative investments and
more flexible forms of regulation to fund
promoters, some of whom have in fact opted
for other types of investment vehicle.

“The volume of funds business in Jersey
has exploded in the past quarter or so,” says

Richard Boléat, director of Capita, which
moved into Jersey last September by
acquiring Channel House Financial Services
Group, a provider of services including trust
and company administration to high net
worth individuals and corporate clients as
well as servicing of employee share plans
and alternative funds.

“That’s not so much on the back of the
Expert Funds regime as Jersey businesses
going out to market [the jurisdiction], gaining
some market share that otherwise would go
to Cayman, as well as the introduction of
amendments to the Companies (Jersey) Law
to enable the establishment of protected cell
companies and their siblings, incorporated
cell companies. A number of the funds we’re
working on with law firms in Jersey at the
moment are using the PCC or ICC structure.”

In terms of the number and assets of
funds domiciled in the jurisdiction, Jersey still
lags far behind the Cayman Islands, which
remains by far the most popular choice of
domicile for offshore hedge funds. But many
service providers believe the island can win
an increasing share of business from

O V E R V I E W
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Jersey set to build on
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Carey Olsen’s four partner investment funds and private equity team in Jersey is

the recognised market leader.  In 2005 it advised on the establishment of

investment structures with a value in excess of £15 billion, including real estate

funds, institutional funds, private equity and hedge funds.  The team advises
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or Edward Quinn  edward.quinn@careyolsen.com
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Tel: +44 (0) 1534 822439

Fax: +44 (0) 1534 887744

www.careyolsen.com

INVESTMENT FUNDS AND
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Investment
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In recent years, Jersey has taken a number
of significant steps specifically to attract
hedge funds business, and the result has
been highly encouraging. As a result of the
joined-up policies developed and
implemented by the regulator and the
political authorities in the island following
close consultation with industry, Jersey now
has a flexible regime that is attractive to all
aspects of the hedge funds industry.

A succession of innovations have been
introduced to promote the development of
the funds industry, starting in 2004 with the
launch of the Expert Funds regime, which
allowed funds to be established in Jersey
within a matter of days from first contact with
the regulator. This policy immediately sent
out a clear, positive message that Jersey was
targeting specialist funds, and the rate at
which funds have been domiciled in the
island has dramatically increased in the past
two years. Consultation with the hedge fund
industry allowed the industry’s specific
requirements to be accommodated by the
Expert Funds regime, such as the need for
an international prime broker rather than a
local custodian.

Over the past 18 months, the States of
Jersey has on a number of occasions
described hedge fund management as being
the type of “high value, low footprint” business
that the island most values. Jersey has a
stable political environment and low rates of
personal taxation. In addition, its great natural
beauty, excellent schools and close links to
London make it an attractive place to live.

Civil servants have been appointed
expressly to assist hedge fund managers
wishing to relocate to the island and already,
a small but significant number of hedge fund
managers – from individuals to entire
businesses – have become resident in
Jersey. Again, with the increase in

domiciliation and administration of funds, a
virtuous circle has been created, and a real
hedge fund community has come into
existence in the island.

Legislative developments have also provided
new opportunities, such as an enhanced
version of the Protected Cell Company and the
innovation of Incorporated Cell Companies.
This provides for the robust ring-fencing of
assets in a particular cell while allowing the
fund manager a degree of control over the cell
that would be hard to achieve were the cell to
be replaced by a stand-alone company.

As with the Expert Funds regime, positive
sentiment at launch is now being followed
by increasing demand for the product. The
innovation once again highlighted that the
government, industry and regulator will work
together to meet the demands of the
marketplace. There are currently discussions
taking place in relation to the creation of a
new “Super Expert Fund” regime, and a
number of legislative changes directly
encouraging the funds industry are expected
in the next six to 12 months.

But as well as these innovations, Jersey
has a long tradition of servicing the
international finance industry. The
knowledge that exists among the lawyers,
accountants and administrators in the island
is second to none. As new legislation and
new regulatory approaches come on stream,
it allows the industry to leverage its
experience in novel ways.

For example, our firm is now experiencing
much greater crossover of business between
the capital markets and fund areas, as
investment banks issue more derivative
products and seek to repackage them for
retail investors. Institutions increasingly see
Jersey as a jurisdiction that can handle all
aspects of their business – a true one-stop
shop. Jersey has the experience to innovate. ■

C A R E Y  O L S E N
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Joined-up policies make
Jersey a one-stop shop

By Eve Kosofsky

Eve Kosofsky is a partner with
Carey Olsen in Jersey



European-based managers, especially as
increased scrutiny from tax authorities is
putting pressure on funds and their
managers to demonstrate that their offshore
status has substance as well as form.

Cayman, they say, is a long way to fly for
board meetings, no matter how agreeable the
surroundings. Already there are indications
that Jersey is being chosen as the home
jurisdiction for some funds that in the past
would probably have been domiciled in the
Caribbean, while a small but appreciable
number of funds have been redomiciled from
Cayman to Jersey – again taking advantages
of more flexible regulatory processes.

In any case, Jersey has its own appeal as
a living and working environment that is at
the heart of a further initiative to bring in
hedge fund business – efforts to encourage
managers to base themselves on the island
and to carry out all or part of their asset
management activity from there. So far a
number of managers have taken the step,
enticed by a more relaxed lifestyle, a
welcoming environment for families – and a
tax regime that offers distinct advantages
over that in the UK.

Says Gary Clark, head of hedge fund
services at Mourant Group following the
latter’s acquisition of AIB Fund Administrators
earlier this year: “The drivers behind this
certainly include the desire of HM Revenue
& Customs to extract more tax from a sector
which already feels fairly heavily taxed as it
is. That starts managers thinking where they
would go if they left London, and Jersey is
one of those choices, along with places like
Geneva, Dubai and Monaco.

“The more aggressive game the Revenue
appears to be playing with the industry is
filtering through to people who are
questioning whether they really need to be in
London. This makes it potentially a self-
defeating exercise by HMRC. But Jersey is
not urging managers to leave the UK
because they have to pay more tax there.
We’re saying that if they don’t need to be in
Britain, they will be very welcome here.”

However, Jersey is not pinning all its
hopes on displacing Cayman as the default
domicile for European hedge fund managers,
let alone becoming a major centre in which
asset managers congregate. A second
initiative in 2004 from the Jersey Financial

Services Commission, the Non-domiciled
Fund Guide, created a framework for Jersey
providers to service funds domiciled in other
jurisdictions on the same streamlined
regulatory basis as Expert Funds. Although it
left temporarily unresolved some issues of
double regulation, the initiative opened the
door for the island’s administrators to take
on a much wider spectrum of fund business,
whatever the success or otherwise of
domestic structures.

That’s not to say that Jersey does not face
challenges in seeking a greater share of
global hedge funds services business. Like
almost all the other major offshore centres
that specialise in funds, whether alternative
or traditional, it has a limited supply of
relevant skills, and a much-admired
education system, along with the easing of
restrictions on work permits and housing for
key employees recruited from outside the
island, can only do so much to relieve the
pressure on a tight labour market, and
nothing about the confines of an island just
116 square kilometres in area.

Says Alan Brint, head of corporate and
institutional relationship management at
Royal Bank of Canada (Channel Islands): “All
service providers, certainly in offshore
jurisdictions, have capacity constraints to
worry about, whether they are new business
capacity or sourcing of technical staff. A
solution to that is greater investment in
technology, which is what we have done at
RBC. Technology not only creates capacity
but brings value-added functionality for fund
sponsors and underlying investors. Together

O V E R V I E W
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How interesting it has been over the past 12
months to see how Jersey’s revised
professional investor regime, implemented at
the beginning of 2004, has spawned not only
explosive growth in new fund formation but
also in the types, complexities and routes to
market of those funds, and indeed in some
of the captive entities which serve them.

Simple straightforward funds, as we knew
them, have been replaced by a wide range
of hybrid entities that blend aspects of
structured debt, classical hedge strategies,
real estate, private equity and conventional
long-only strategies in order to deliver more
alpha, often at the cost of investor liquidity.

Time will tell whether liquidity-adjusted
alpha strategies will deliver superior returns to
those available elsewhere, but the search for
undervalued asset classes and fresh emerging
markets continues apace, and investor
appetite apparently remains undimmed.

Having positioned itself as a viable
alternative to the Cayman Islands as a hedge
fund domicile, Jersey now also finds itself
attracting a slew of hybrid structures, often
closed-ended and with market listing needs.
These needs have been satisfied not only by
the Channel Islands Stock Exchange, but
also by listings on AIM and Euronext. We are
currently looking at the viability of a dual
AIM/OMX listing, and other exchanges such
as the NYSE and NASDAQ are also in the
frame, with the objective of tapping specific
investor classes. 

This is not to say, of course, that classical
hedge strategies are dead. We have already
provided services to new fund launches in
2006 that have raised more than USD3bn
from predominantly US institutional and
hedge fund investors. One of our earliest
Jersey-domiciled single manager hedge fund
clients took assets through USD1bn only last
month.

One specific area where we are seeing
the greatest changes is in the way in which
managers are paid. Invariably, investors are
unwilling to accommodate the classic 2/20
model where underlying investment
performance is only measurable over years
rather than weeks. This begs the questions
as to the right technique for illiquid
strategies. The PE model has great
attractions, particularly given that it remains
generally much more tax-efficient for
managers both within and outside the UK.

However, it can be complex for non-PE
investors to fully understand. Equally, how
does one deal with what are apparently
long-term strategies that become short-term
due to the bundling and selling off of long-
term risk into the capital markets? We have
already seen the first fund with both PE and
2/20 fee characteristics, and we expect to
see more.

The implications of this diversity for the
Jersey funds industry are profound. High
business volumes look set to be the norm,
and the battle for talent is hotting up.
Technology platforms will be key to efficient
client servicing, and these platforms must be
able deliver across the hybrid space. This
presents challenges for existing service
providers who have built or developed
strategy-specific solutions, and considerable
industry investment is underway.

The continuing development of innovative
corporate and partnership legislation will also
play a key role. The introduction of
incorporated cell companies has already had
a significant impact, with managers seeking
to build fund platforms that are efficient
across a range of asset classes, strategies
and liquidity profiles. 

Boldly going where no jurisdiction has
gone before? No, but certainly at the front of
the fleet! ■

C A P I TA  F I D U C I A R Y  G R O U P
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It’s a fund, Jim, but
not as we know it

By Richard Boléat

Richard Boléat is a director of
Capita Fiduciary Group based
in Jersey



with the creation of operational custody and
fund administration centres of expertise, this
allows providers such as RBC to service
global client and fund mandates across
multiple jurisdictions and time zones.”

The island also faces competition not only
from Cayman, which itself has a sizeable fund
services industry, but closer to home. To win
non-domiciled fund administration business it
is up against Dublin, which remains the
default option for the servicing in Europe of
funds from the Caribbean and Bermuda, and
to a lesser extent Luxembourg, which over
the past two decades has taken away most
of Jersey’s longstanding role as the pre-
eminent home for traditional offshore funds.

Just a few miles away across the English
Channel, Guernsey introduced its own fast-
track, light-touch regulatory regime last year
to build on a much longer established
tradition of hedge fund serving than that of
its neighbour; the Isle of Man is trying to
raise its profile as an alternative to Dublin for
the servicing of non-domiciled funds; and
Gibraltar too has launched Experienced
Investor Funds to fast-track the authorisation
of funds aimed at sophisticated investors.

What Jersey has going for it, however, is
not only a regulatory system carefully honed
to the needs of the industry – and a solidly-
based financial services industry that also
encompasses banking and trust business –
but a well-established reputation in other
areas of alternative investment, such as
property, venture capital and private equity
funds, and a reputation for regulatory
expertise to match.

“As a pure fund domicile, it has come first
[among offshore jurisdictions] in Europe for a
long time,” says Bill Gibbon, head of the
investment fund group at law firm Voisins.
“Jersey has been a traditional route for real
estate funds over the past two or three
decades. Among the European jurisdictions
that are all trying to attract hedge funds,
Jersey is the most logical choice and has the
most established regulation of funds.”

A few years ago, he notes, hedge fund
managers prided themselves on selecting a
lightly regulated environment where set-up of
their funds was rapid and straightforward
and there were few administrative hurdles.
But today, Gibbon says, “investors
increasingly want to know more about their
product and about how it is regulated. Jersey
is a good jurisdiction to sell to investors on
that ground because it is has a history of
regulation of funds going back 30 years. It’s
quite an attractive feature to say your hedge
fund is administered in Jersey because of
this reputation.”

Adds David Pirouet, a partner with
PricewaterhouseCoopers in Jersey: “It goes
back to the issue of quality. If you compare
other aspects of the financial services
industry over a number of years, Jersey has
established standards over and above its
competitors. While Guernsey, for instance, is
a leader in areas such as captive insurance,
from a banking point of view Jersey has a
higher reputation because institutions such
as HSBC, RBS and Lloyds have chosen
Jersey rather than Guernsey or the Isle of
Man as their offshore headquarters. Each
jurisdiction has its own advantages, but
Jersey offers quality not only in
administration but the provision of legal,
accounting, tax and other services.”

The island’s profile has also been raised
by a vigorous marketing drive. In response to
international recommendations that
regulatory and promotional functions should
be separated, the government and the
financial services industry set up Jersey
Finance in 2001 under the leadership of Phil
Austin to spearhead efforts to make the
jurisdiction better known as an centre for
international business, through conferences,
seminars and industry promotional trips
covering markets such as London, New
York, Dubai and Hong Kong.

O V E R V I E W
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Results...
with the 
right support

Why not benefit from outsourcing your hedge
fund administration?
When it comes to the administration of hedge funds, Mourant offers the right support
with a powerful blend of experience, award winning expertise* and technology.

Whether your fund is volume trading or dealing in highly complex instruments, our hedge
fund administration team can provide the right solutions to allow you to focus on the
important matter of investing.

Mourant has offices in London, New York, Luxembourg, Jersey, Guernsey and Cayman,
providing a tailored single or multi-jurisdictional service with over US$70 billion of funds
under administration. Our clients include both small start up funds and larger more
established firms.

For real results, talk to the experts.

Business conducted by Mourant International Finance Administration may be regulated by the UK Financial
Services Authority, the Jersey or Guernsey Financial Services Commission, the Luxembourg CSSF or the
Cayman Islands Monetary Authority.

*Channel Islands Fund Administrator of the Year 2006 - International Custody and Fund Administration.

For UK, please contact:

Matt Wood
T +44 (0)207 469 8115
matthew.wood@mourant.com

For Jersey, please contact:

Gary Clark
T +44 (0)1534 609 917
gary.clark@mourant.com



All fund servicing centres – Dublin,
Luxembourg, Guernsey, Cayman – have
capacity issues, but of the genuine island
offshore centres, Jersey is not only most
populous but the best established in terms of
the number of people employed in the financial
services industry and training and skills
throughout the sector as a whole. In addition, it
also scores highly in terms of the volume and
level of real activity being undertaken by banks
and other institutions within the jurisdiction.

In small jurisdictions, human resources are
at a premium. While service providers such as
fund administrators are increasingly making
use of technology to ease the pressure on
staffing, even more important than systems is
investment in people. Not that you don’t need
decent systems, but having the right kind of
skilled people is fundamental.

Jersey’s capacity to provide the people
required by its financial services industry has
been improved by measures to facilitate
bringing in the skills it needs, such as
amendments to housing legislation that
support the new migration policy. Meanwhile,
for senior posts the practice of imposing a
time limit on J Category consents has been
removed, making it easier to attract skilled
and experienced candidates who want to
make a permanent home in Jersey. 

These reforms reflect the government’s
understanding that while the local workforce
is highly skilled, it is obviously limited in size.
At the same time, they send a message to
the global community that the authorities are
ready to take the steps necessary to maintain
Jersey’s competitiveness as a financial centre,
at a time when other jurisdictions have
tightened restrictions on the employment of
non-nationals in the industry.

This attitude is important for a group like
Mourant, whose fund administration staff has
grown from around 100 people to 160 in the
space of a year. The hedge funds business
in Jersey is set to undergo substantial
recruitment during the year to complement
an existing team of specialists experienced
not only in fund audit, like so many
administrators, but areas such as middle
office systems design, hedge fund
operations and investment banking products.

One significant benefit for Jersey’s hedge
fund services businesses lies in the fact that
the island now possesses an industry with
the appeal to attract some of its brightest
people who until recently had to go abroad
to develop their careers. In the past
graduates of top universities from Jersey who
went into fields such as investment banking
had only limited opportunity to use their
expertise and experience at home.

Today, however, both service providers
and the growing community of hedge funds
that have established a presence in Jersey
are extremely keen to recruit people who
already have a strong connection with the
island and would like to return – and there is
evidence many top-quality people might do
so if the right opportunities were there.

This could do for Jersey – albeit on a
smaller scale – what the return of the Irish
diaspora has done for Dublin, providing an
injection of skills obtained around the world
that has proved a key element in the growth
of its own financial services industry. The
hedge fund industry is a low footprint, high
value, and very highly skilled sector with a
global profile, and Jersey service providers
are looking for the best staff in order to
compete internationally at the highest level. ■

M O U R A N T
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Making the most of
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Over the past two years Jersey Finance
has played an important role in bringing the
Expert Funds regime to international
attention. Although Austin stepped down in
May to join Equity Trust, the organisation’s
board has appointed Geoff Cook, previously
a senior executive with HSBC Bank
International in Jersey and currently head of
wealth management for HSBC in London, to
become chief executive from next January.

Jersey Finance also plays a role in what
market practitioners say is mostly a strikingly
harmonious dialogue with the Commission
on statutory and other measures to boost
the development of the industry. Says Eve
Kosofsky, a partner with law firm Carey
Olsen: “The regulator asked us at a recent
meeting to set out the different products that
our clients were approaching us with, in
order to really understand what people want
to be able to set up and to be able to design
regulations that accord with the product. This
is a really positive stance.”

In addition to the introduction of protected
and incorporated cell companies in February
this year, a number of other changes in the
pipeline are expected to boost the
attractiveness of the island as either a
domicile or a service centre for hedge funds.
These include a further easing of the rules
on administration of non-domiciled funds, an
extension of the principle of service provider-
focused rather than product-based regulation
to other categories of funds, and possibly a
new category of funds geared specifically to
the needs of large institutional investors.

Says Kosofsky: “Currently you need a
permit for each non-domiciled fund you
administer, which has put people off using
administrators here. The Commission has
now agreed that the system will change to
place the administration of non-domiciled
funds in Jersey outside the collective
investment funds regime. This change, which
is expected to take place around September,
will cut down bureaucracy and is seen as a
very positive move for the island.”

On a wider level, the Jersey authorities and
regulator are examining the idea of a vehicle
dubbed the Super Expert Fund, geared
toward institutions investing $1m or more at a
time. Says Gibbon: “That is really a product
for major investors. Expert Funds already
have a guaranteed three-day set-up period,

but for the Super Expert Fund they’re looking
at one day and no necessary sign-offs in
Jersey. It’s a product for very sophisticated
and institutional investors, and obviously
there’s some mileage in it, but only certain
types of client would think there was a major
difference between one day and three.”

Richard Thomas, a partner with the
international law firm Ogiers, argues that
while this new category of funds would be
regarded as “nice to have” by the industry,
service providers might already be able to
obtain equivalent concessions from the
regulator on a case by case basis, and that
Super Expert Funds are probably lower on
the Commission’s list of priorities than a
wholesale review of the regulatory regime,
along similar lines to those proposed for
Guernsey in the recently-published
Harwood Report.

He says: “From the Commission’s point of
view there is a major move to restructure the
entire regulatory regime, comparable with
what has been announced in Guernsey, by
extending the service provider-led approach
introduced for Expert Funds to the whole of
the fund business, and indeed to banks and
insurance companies as well, in order to
bring all areas of regulation onto a common
footing.” ■
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Jersey’s fund industry has enjoyed very
strong growth over the past year, with the
net asset value of funds under administration
rising by 50 per cent to GBP156bn in the 12
months to the end of March. Part of the
increase has been down to performance in
the markets, but a significant proportion has
been driven by the increase in the number of
funds domiciled and/or administered on the
island.

The lion’s share of the growth in Jersey’s
fund business stems from the boom in
alternative investments, with the surge in
private equity, property investment vehicles
and hedge funds – especially since the
launch of the Expert Funds regime a couple
of years ago.

As a core part of the financial services
industry, the funds sector plays a central role
in the five-year strategy plan recently
adopted by the States of Jersey. This
envisages the balanced development of the
economy, using a controlled level of
immigration over the next few years to
contribute to the prosperity of the island.
Alongside the targeting of high-quality fund
promoters to boost growth in fund services,
the authorities are also pushing ahead with
measures designed to attract hedge fund
managers to relocate to the island.

As many as 75 per cent of European
hedge fund managers are based in London,
but some are reconsidering their situation in
the UK following the aggressive approach of
HM Revenue and Customs, which is looking
at issues such as management control and
transfer pricing in relation to hedge funds. At
the same time, Jersey is increasingly coming
under consideration among managers looking
to establish a European base for the first time
and examining alternatives to London.

There is increasing pressure on managers
to ensure that their offshore structures are

robust, from both a tax and corporate
governance point of view, to protect their
brand and reputation. Jersey, which has
historically enjoyed a very good reputation
among offshore centres for its experience
and expertise in the provision of governance
services, has seen the emergence of a
specialist sector providing third-party
services in this area.

Jersey benefits from the experience of its
financial services practitioners, the breadth
and depth of the industry’s expertise, and
the quality of its infrastructure, as well as its
proximity and good connections to London
and other European centres. The island also
offers a quality of life hard to match
elsewhere, an important consideration for
individuals seeking an attractive family
location and high standards of health care
and education.

One of the most striking signs of Jersey’s
new status as a major fund services centre
is the growth of links with the leading law
firms in the Cayman Islands, still the world’s
leading domicile for offshore hedge funds.
Following the arrival of Maples & Calder,
which established a fund administration
business four years ago and has since
launched a legal practice, Jersey law firms
such as Ogier and Mourant have established
a presence in Cayman, while Maples’
Cayman rival Walkers recently teamed up
with Crills of Jersey to establish its own
presence on the island.

These moves demonstrate the importance
of having a presence in a quality offshore
location ideally positioned to serve the
growing European market. While the number
of non-Jersey funds being administered on the
island continues to grow, the trend is also for
promoters to use Jersey in order to ensure
that their structures can stand up to the
increased scrutiny of the tax authorities. ■
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Pessimists who feared that the heyday of the
Jersey funds services industry had gone
forever, after the European Union’s first Ucits
directive made it more attractive to domicile
funds destined for international distribution in
EU centres such as Luxembourg and Dublin,
have been proved spectacularly wrong over
the past couple of years.

While the island’s role as an offshore hub
of traditional long-only funds has inevitably
diminished over the nearly two decades
since the liberalisation of European cross-
border fund distribution, it has made up the
slack in alternative investment fields such as
property funds, securitisation vehicles,
venture capital and private equity.

Now, following the February 2004
publication of the Expert Funds Guide, which
established a regime offering fast approval
and service provider-focused regulation for
Jersey-domiciled hedge funds, the expertise
developed by its specialist fund

administrators is an additional competitive
advantage that has helped the island to
create an almost instant impact in the global
hedge funds market.

“The administration sector is stronger than
it has been for many years,” says Richard
Thomas, a partner with law firm Ogiers. “It’s
been investing heavily in recruitment and
training over the past few years, and is thus
better placed to run the increased volumes
of business that it’s getting. As we’ve moved
away from reliance on the retail market,
which used to have very high volumes of
administrative staff handling daily dealings,
reconciliations and so on, there’s been a
redeployment of staff into more specialist
areas that has improved the quality of
administrative skills.”

According to Gary Clark, head of hedge
fund services with the Mourant Group and
chairman of the Jersey Funds Association,
administrators are responding to the surge in
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new business – which continues to include a
substantial flow of other alternative asset
vehicles as well as hedge funds, and other
structures in addition to Expert Funds – by
investing in the most advanced technology.

A number of factors are pushing this trend
beyond the goal of obtaining greater
operational efficiency and the fact that
gearing up capacity through adding large
numbers of new staff in an island jurisdiction
such as Jersey is time-consuming, difficult
and expensive. There is also growing
demand for more detailed and more frequent
reporting to clients and regulators. 

In addition, a number of service providers
are installing common platforms to serve
operations in more than one jurisdiction. For
example Maples Finance, the fund
administration and management services
arm of leading Cayman Islands law firm
Maples and Calder, also offers services from
offices in the British Virgin Islands, Jersey
(where it set up operations in 2000) and
since this year Dublin.

Says Clark: “Service providers are
responding to the market. For instance,
Mourant is preparing to make significant
investments in the next six months or so on
a hedge fund transfer agency system to
supplement our existing capabilities. There’s
no doubt there’s been an increase in the
interest and commitment to investment in
systems to boost service provision. At the
same time, other people with systems based
elsewhere are continuing to outsource part
of what they do to other offices.”

Another provider undertaking extensive
investment in systems is Royal Bank of
Canada. According to Alan Brint, head of
corporate and institutional relationship
management with RBC in the Channel
Islands, this is being driven in part by the
need of funds of hedge funds to provide
more frequent valuations than in the past –
as investors in underlying funds request the
same from the fund sponsors and
investment managers.

“Investment managers are now looking for
weekly estimates, whereas in the past NAVs
were solely calculated on a monthly basis,”
he says. “To meet this demand requires
additional technology. Additionally, fund of
hedge funds investors are looking for far
more sophisticated reporting, whether

through online access or timely receipt of
electronic statements.

“The number of administrators of single
strategy hedge funds that now produce weekly
estimates in response to demand from
investors has increased, whereas previously
those administrators might only have produced
a monthly estimate and month-end final NAV.
This more frequent pricing requirement is now
increasingly being demanded by investors in
funds of hedge funds.”

Brint acknowledges that administrators of
funds of hedge funds continue to face
significant hurdles in bringing automation to
the valuation process. He says:
“Compatibility of technology is always a
challenge when there are now in excess of
10,000 hedge funds, very few of which settle
through centralised depositories. In addition,
prices need to be sourced manually from the
underlying hedge fund registrars once they
officially calculate weekly and monthly
estimates and month-end final NAVs. It
requires a robust pricing model and
technology solution, which is by no means
STP, and may be unique on a client-by-client
and fund-by-fund basis.”

An important development, Clark argues,
is that administrators now have the
confidence to make substantial investments.
Until recently Jersey faced a perception
problem, notably among the London
lawyers who act as gatekeepers to hedge
fund business, about the calibre and
capabilities of administrators on the island –
a crucial issue because of the role played
by local service providers in the Jersey
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It can be argued that in the past Jersey
missed opportunities to enter the hedge fund
market when it was still in its infancy. In the
1980s and early 1990s, service providers and
advisers held discussions with a number of
actual or potential hedge fund promoters, but
at that time the island’s regulatory model was
not ready to accommodate funds with little or
no restrictions on the nature and
diversification of investments or on borrowing.

Since then, however, the island’s financial
services industry and its regulatory
environment have evolved considerably. And
the introduction of the Expert Funds Guide at
the beginning of 2004 marked the start of a
new era in which Jersey not only has
equipped itself with the regulatory structure
and industry skills to service hedge funds
but, thanks to various developments in the
global investment industry, it is better placed
than ever to do so.

The Expert Fund approach is based on the
provision by promoters of a level of
disclosure of risk and relevant information
that is sufficient for institutions as well as
individuals who are either expert investors or
have sufficient wealth or investment
experience to obtain proper advice. At the
same time, the focus of supervision of funds
has moved from the Jersey Financial Services
Commission to the administrator, which has
responsibility for initial due diligence and
ongoing oversight, in a clear move away from
product-based to service provider regulation.

The Expert Funds regime has been taken
up extremely quickly. Initially I believed that
after having been out of the market for so
long, Jersey could not expect floods of new
business to arrive and fund sponsors and
their advisers to abandon working
relationships with practitioners and
jurisdictions built up over many years.

In fact, the volume of Expert Funds

established in the past two and a half years
and the value of their assets have surpassed
even the most optimistic forecasts. At the
same time, the introduction by the
Commission of the Non-Domiciled Funds
Guide has boosted the administration in
Jersey of overseas funds thanks to the same
lighter regulatory touch, where the overseas
structure is equivalent to an Expert Fund.

But other factors are attracting hedge
funds business to Jersey. One is the
increasing attention paid by tax authorities in
the UK and elsewhere to the structure and
substance of hedge funds domiciled in
offshore jurisdictions. Over time this may
prompt promoters in European time zones to
opt for jurisdictions closer than Cayman, to
facilitate the running of the structure on an
appropriate and proper basis that will satisfy
the tax authorities in question.

This may also encourage the use of Jersey
as a centre for substantial asset management
activity. A number of managers have already
established a full presence in the island, and
various others are understood to be discussing
whether a move would be appropriate and
desirable. Jersey cannot match the community
and collegiality of St. James’s, nor is it likely to
attract operations such as prime brokerages.
But we have the infrastructure to obtain easy
access electronically to prime brokerages in
London or elsewhere.

Jersey is no longer sitting behind the
defensive wall of its promoter policy –
instead the aim is to provide good regulation
through good service providers. Now the
regulator can look at service providers in
greater detail and ensure they are competent
and adequately run, the island can move
away from product regulation, and in Jersey
Finance we have an organisation that is
creating a broader understanding of what
Jersey has to offer. ■
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Financial Services Commission’s light-touch
regulatory regime.

“In theory, someone creating a Jersey
Expert Fund could face a risk if there weren’t
enough service providers to constitute a
competitive marketplace,” he says. “If the
fund sponsor fell out with one administrator,
they might not have a lot of choice as to
whom else to go to. But that criticism is
becoming less relevant now because of the
number of administrators that are gearing up
their technology or have already done so.

“In fact, the risk was never as great as it
appeared because there are a number of
players here who would have used the
outsourcing model and carried out much of
the work in Dublin, either through a group
relationship or a partnership approach, and
probably not at a significantly greater cost.”
However, Clark notes, it is important for
Jersey that potential clients can be confident
of having a choice of strong competitors.

This competitive marketplace includes
global players such as State Street, Royal
Bank of Scotland, Royal Bank of Canada
and Deutsche Bank, but also locally based
providers who can match the big names in
terms of specialist expertise, according to
PricewaterhouseCoopers partner David
Pirouet. “There are some very good local
players whose names may not be known
so much outside the island but have both
the capability and the experience
necessary,” he says.

The upsurge in business has prompted a
couple of acquisitions in the sector over the
past year. In September last year Capita,

which already had GBP25bn under
administration in the UK, mostly in long-only
assets, acquired Channel House Financial
Services Group, a provider also of trust and
company administration and servicing of
employee share plans, while Mourant, a
Jersey legal group which was already a
substantial administrator of alternative fund
assets, bought AIB’s hedge fund business
earlier this year.

Further deals are possible. The word in the
marketplace is that Capita would be interested
in further acquisitions to build scale in Jersey,
and is one of a number of groups on the
lookout for firms on the island that might be
available at the right price. At least one other
major global hedge fund administrator,
rumoured to be Fortis, is believed to be
mulling an entry into the market.

Richard Boléat, who was principal of
Channel House before becoming a director
of Capita Fiduciary Group in Jersey, says the
deal was encouraged by the group’s UK
client base. He says: “A number of
institutional and non-institutional clients have
been pushing Capita toward an alternative
fund offering for quite some time. Channel
House had already been active in this space
in the Channel Islands and was starting to
build a portfolio of business, so it made the
leap an easy one.”

Boléat notes that few of the big
international players such as State Street or
Citco have – so far at least – built up their
capabilities in Jersey to a substantial degree.
“So far it’s been left to the locals, with the
exception of Northern Trust, which acquired
Barings in Guernsey and got a Jersey
business thrown in, Standard Bank and
Kleinwort Benson,” he says.

“But these are not really big-name hedge
fund administrators, and I don’t think we’re
likely to see [the latter gearing up] until such
time as the volume of funds going through
Jersey is so large, and the outsourcing
possibilities so restricted, that it would force
those administrators to put in their own
platform.”

Finding the right staff is an obvious issue
for administrators looking to extend their
operational capabilities on the island. “Fund
administrators, like fund lawyers, are at a
premium, but there is a lot of movement
between jurisdictions,” says Eve Kosofsky, a
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Competition is now bringing improvements in
the provision of telecommunications services
to Jersey. Leading the way is Cable &
Wireless, which is investing GBP30m in new
technology and services to revolutionise
communications in the Channel Islands,
notably the delivery of a global network to
support companies locating in Jersey.
Competition brings more choice, more
innovative communications solutions as
providers seek to differentiate their service
offerings, and downward pressure on pricing,
which entails more efficient use of resources. 

Jersey’s reputation as a business centre is
benefiting as competition from Cable &
Wireless ends one of the last mobile
telephony monopolies in western Europe.
The pressure is on providers to demonstrate
their ability to support companies’ business
development plans.

The financial services industry in Jersey
requires increasingly sophisticated telecoms
solutions. Access to financial markets
depends on communications with global
reach and reliability, enabling information to
be shared and transactions with customers
to be conducted internationally.

As the diversity of information and
transactions channels grows, companies are
choosing telecoms providers according to
performance rather than promise, with
network reach and availability the critical
measures. Cable & Wireless brings to this
challenge its experience in financial centres
such as London, Hong Kong, Bermuda and
the Cayman Islands.

The Cable & Wireless infrastructure
extends to Jersey through project HUGO, a
cutting-edge technology and cable solution
connecting Jersey and Guernsey directly into
the global communications network. The
island’s financial services companies can
now order and manage telecoms services

for any part of their global network using a
single point of contact.

As companies extend corporate network
access to customers, partners and suppliers,
and across various mobile and online
devices, security of data is vital. Opening up
networks raises the threat of hackers, viruses
and other malicious attacks, but constraining
network access can be a major competitive
disadvantage, since e-commerce, supply
chain management, collaborative working and
information exchange often require access at
all levels of the organisation.

Cable & Wireless’s solutions for corporate
customers include defences against distributed
denial of service attacks. Equipment on the
global internet backbone can detect attacks
and block illegitimate traffic, while allowing the
flow of legitimate transactions to continue and
the web site to remain operational.

The company operates one of the fastest,
most reliable and most extensive internet
backbones and hosting facilities in the world,
connecting 70 countries and the world’s
major business centres. It allows companies
to serve a global customer base and execute
transactions securely by internet and phone.

A single infrastructure carrying voice, data
and video achieves economies of scale,
reduces network costs and facilitates
integrated applications that boost efficiency
and enhance customer service, such as full
computer telephony integration to the desktop
alongside unified messaging and advanced
audio and video conferencing. This is the
major benefit of convergence technology.

For today’s financial services industry,
telecommunications supplied as a product
add little value. A strategic partnership that
delivers real value relies on deep industry
expertise and understanding of the
challenges faced by IT managers today. In
Jersey, such a partnership is a reality. ■
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partner with law firm Carey Olsen. “While
every administrator I know is on the look-out
for good candidates, they certainly still seem
able to take on new business.”

She notes that the island’s policy on
outsourcing makes it possible for
administrators to outsource work to a lesser
or greater extent to partners or sister offices
with operations in cheaper jurisdictions and
easier access to staff. The kind of work
being outsourced varies from administrator
to administrator but depends on the asset
class involved and whether the group in
question has developed ‘centres of
excellence’ for various areas of business in
different jurisdictions.

Says Thomas: “It’s important not to look at
hedge funds as though they’re all the same.
Long/short funds are significantly easier to
deal with than some arbitrage funds, from
the point of view of accounting and
valuation. At the simpler end of the market,
Jersey administrators have all the expertise
they could possibly need. But a high trading
volume arbitrage fund and valuation of
complex instruments for regular dealing
would put an enormous strain on most if not
all administrators – as it does elsewhere.”

Boléat concurs, saying: “As long as the
technology platform is in place, Jersey
administrators can compete with Dublin
administrators in terms of price and quality
for certain types of fund. But that would
never be so with funds that trade on a black
box basis a thousand times a day – we have
nowhere near the infrastructure to administer
something like that.

“The kind of areas where people will look
at Jersey as a viable alternative are activist
investor funds, where managers have a
conventional long/short strategy but with
quite a long time horizon for their
investments. We’re starting to see enquiries
from that kind of area, part of which is
dropping off the back of the private equity
industry, and part of which is driven by the
move of some larger hedge funds and funds
of funds into a more illiquid, long-term,
private equity-type space.”

Boléat does not see Jersey as involved in
a race with Guernsey to attract hedge fund
business, arguing that the two islands are
putting in place comparable regulatory
structures. “Neither local government nor the

regulators will tolerate regulatory arbitrage
between the two jurisdictions,” he says. “It
comes down to the relationship between
local service providers and their legal and
accounting counterparts outside the islands,
and where those counterparts want to take
their business.

“Some advisers have template
documentation in Jersey, others have with
Guernsey, and they will continue to use
whomever they’ve used before until they’ve
got a good reason not to. The response of
industry is simply to have platforms in both
islands, which is what Capita has done.
Northern Trust, Close, the big law firms and
the Big Four accountants and auditors all
have twin platforms, so regulatory
differences or differences of perception really
don’t matter to the industry.”

He is dismissive of the concept of centres
of excellence: “It’s an overused phrase that I
don’t like very much. If you have good skilled
people doing the same job in two jurisdictions,
you diversify your portfolio of skills. If you’re
talking to a prospective user of a particular
island, you need people from that island who
are skilled enough to be able to talk about all
the specific implications rather than trying to
cover the Channel Islands as a whole.”

Clark believes that within a year, “there
will be perhaps half a dozen service
providers that can provide a full service for
hedge funds effectively in the island. Hedge
funds are a broad category, and it’s up to
administrators to make sure they have the
resources in terms of systems and of the
quality of people running them. That’s the
key to success for individual service
providers and for the island as a whole.” ■
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New companies legislation that came into
force earlier this year has not only put Jersey
on a par with offshore and other jurisdictions
that allow the establishment of protected cell
companies but introduced a new type of
vehicle, known as the incorporated cell
company, which aims to resolve any
remaining doubts about the legal robustness
of cell company structures.

According to members of the Jersey funds
industry, PCCs and ICCs have accounted for
a significant number of the new hedge fund
structures set up in Jersey since the
Companies (Amendment No 8) (Jersey) Law
2005, amending the island’s 1991 companies
legislation, came into effect on February 1. “A
number of the funds we’re working on at the
moment have either PCC or ICC
characteristics,” says Richard Boléat of
Capita Fiduciary Group.

“PCCs and ICCs enable managers to have
a series of different strategies on a single
platform. For instance, we’re working to
create a single structure for one manager
who wants a conventional long/short equity
fund, for liquid ideas, as well as a private
equity fund, for illiquid ones. The benefits
include the convenience of doing everything
on a single platform, as well as helping
branding and marketing.”

Says Bill Gibbon of law firm Voisins: “We
are using almost exclusively PCCs and ICCs
for hedge funds this year,” he says. “They
seem ideally suited to the hedge fund
industry, particularly funds of funds, but also
any funds that are using derivatives and
trading on the margin. Investors in safer
alternatives know they will not be at risk
from losses in other fund portfolios. They
also fit well with the traditional Jersey
umbrella fund structure.”

Cell companies are corporate vehicles
which, under the law of Jersey and other

jurisdictions that recognise them, can
segregate their assets and liabilities between
different cells for different purposes. The
structure is designed to prevent creditors of
a particular cell that becomes insolvent
having recourse against the assets of other
cells as well as the structure as a whole.
Within Jersey ICCs and PCCs, cells can
invest in each other, which is not possible
with cell companies from any other
jurisdiction.

Says Eve Kosofsky of Carey Olsen: “A
PCC is a single legal entity, with the cell
company as the administrative wrapper and
each cell in effect an accounting treatment
within the company. As a legal entity, the cell
company has to contract on behalf of the
cell. Although the Jersey PCC is a step
forward from other protected cell structures
in that the legislation stipulates that creditors
cannot take action against other cells or
against the non-cellular assets of the
company, there’s a risk that another
jurisdiction might not agree. By contrast,
within an ICC each cell is a separate legal
entity, and a creditor of one company cannot
take action against another.”

Gibbon acknowledges that a question
mark hanging over PCCs, which were first
introduced in Guernsey in the late 1990s, is
that their segregation of assets has not been
tested in the courts of all relevant
jurisdictions. By contrast, the fact that each
cell of an ICC is an individual incorporated
entity ensures recognition in the US and
other onshore jurisdictions where there might
be any question about legal acceptance of a
PCC. Says Ogiers partner Richard Thomas:
“We use PCCs extensively for Cayman fund
structures, but the ICC structure gives extra
ring-fencing security around the portfolio of
each of the fund classes to ensure there is
no cross-default.” ■

L E G I S L AT I O N

JERSEY Hedgeweek Special Report Sep 2006 www.hedgeweek.com | 26

Jersey boosts legal
security with ICCs


