
Special report 

Active | Butterfield | Close Fund Services | Collas Day | Ernst &Young | GuernseyFinance | 
KPMG | Legis | Louvre | Ogier | Ozannes | Praxis | Royal Bank of Canada

A leading light
Guernsey’s alternative investment 
fund levels reach record highs

hFM
GUERNSEY 2007hedgefundmanager



asia-pacific special report

www.hfmweek.com	 HFMWEEK |  3

5 The cutting edge
	 Introduction
Peter Niven, chief executive of GuernseyFinance, 
charts the success of the funds industry on the 
Channel Island

8 Fitting the pieces together
	 Administration/custody
Stuart Mauger of Royal Bank of Canada highlights 
the net added value that an administrator can bring 
to permanent capital  

10 Better technique
	 Auditing
Neale Jehan of KPMG asks whether 
institutionalisation of the funds industry is good 
or bad for offshore business

13 Sector is keeping its eye on the ball
	 Legal
Paul Christopher of Ozannes assesses prospects for 
Guernsey’s investment business sector

16 Serious about business
	 Administration
Stuart Dyer of Close Fund Services, suggests what 
clients should look for – and avoid – in their service 
providers

18 Providing that helping hand
	 Administration
Wayne Bulpitt of Active Group explains why 
establishing an investment management company 
in Guernsey has never been easier

20 New registered fund regime
	 Auditing
Peter Franks, head of audit for Guernsey and 
head of Ernst & Young’s Channel Islands’ Asset 
Management Practice, explains how the registered 
fund regime is helping to make Guernsey more 
competitive

22 Taking the bait
	 Administration
Chris Gambrell of Praxis Fund Services says that 
Guernsey continues to attract new fund managers in 
a wide variety of shapes and sizes 

26 Full speed ahead 
	 Legal
William Simpson of Ogier explains the three paths 
to consent for closed-ended funds

28 Take a flexible approach
	 Administration
Patrick Firth of Butterfield Fund Services (Guernsey) 
says recent self-certification schemes for funds have 
naturally led to a rise in business on the island 

31 Still competitive
	 Legal
Sean Cheong of Collas Day examines registered 
closed-ended investment funds

34 It’s all change
	 Administration
Martin Tolcher of Legis Fund Services looks at the 
implementation of new regulations for Guernsey 
funds from an administrator’s perspective

37 Boutiques want to hold your hand
	 Administration
Kevin Gilligan of Louvre Fund Management explains 
how boutique fund administrators have begun to 
make their mark

guernsey Special RePort 2007

 in this issue



asia-pacific special reportasia-pacific special report

G uernsey’s investment fund industry is 
booming. The substantial growth that was 
a feature of 2005 continued throughout 

2006, pushing levels of business to record highs. 
It was largely driven by a surge in alternative asset 
classes, including hedge funds.

The island has become well known as an ad-
ministrative centre. But the depth of expertise, 
strong corporate governance, convenient location 
and fast-track consent process for funds target-
ing experienced investors have made Guernsey 
increasingly popular with promoters and manag-
ers seeking a base for their funds – in particular, 
alternatives.

Notwithstanding these huge flows of business, 
work is ongoing to enhance Guernsey’s funds envi-
ronment. In February, the island introduced a new 
streamlined consent process for registered closed-
ended funds that will be particularly attractive to 
promoters and sponsors looking for a hedge fund 
domicile. Guernsey is by no means resting on its 
laurels.

Booming funds industry
Figures from the island’s regulator, the Guernsey 
Financial Services Commission (GFSC), show that 
the value of funds under management and adminis-
tration in Guernsey last year increased by 30.2% to 
a record level of £130.2bn. A breakdown reveals:
n �Guernsey-domiciled open-ended funds grew by 

17.5% to finish 2006 at £56.6bn; 
n �Guernsey-domiciled closed-ended funds rose by 

55.8% during 2006 to reach £48.5bn;   
n �The combined total of £105.1bn was the first 

time it has exceeded the £100bn mark; and 
n �Non-Guernsey schemes, for which some aspect 

of management or administration is carried out 
on the island, rose in value by 21.2% to £25.1bn.
Fund approvals also ran at record levels during 

2006:
n �There were 48 new open-ended funds and 127 

closed-ended ones. The total of 175 was 62 more 
than in the previous year. 

n �Of these, 51 were qualifying investor funds 
(QIFs). These are the fast-track consent pro-

cess for funds targeting experienced investors 
that were introduced early in 2005, and through 
which 27 funds were established that year.
Market conditions have undoubtedly played a 

part, but it primarily indicates how Guernsey is be-
ing viewed as a jurisdiction of choice for alterna-
tives. Indeed, while traditional funds remain well 
represented in these increased business flows, it is 
the popularity of alternatives such as hedge funds, 
private equity, property and more esoteric asset 
classes such as timber, wine and fine art that have 
played a major part in this growth. 

Hedge fund-friendly environment
Guernsey’s funds industry has nearly four decades 
of experience in providing investment products 
and services. This has helped establish a sector 
with a substantial depth of expertise, making the 
island a particularly attractive location for the  
administration of funds – especially alternatives 
such as hedge funds. This expertise is also making 
the jurisdiction increasingly popular for the domi-
ciling of alternatives.

Today, there are more than 45 administrators 
on the island, with a significant number specialis-
ing in alternative funds. Most funds that they ser-
vice are Guernsey open- and closed-ended funds, 
which are now promoted and sponsored by lead-
ing institutions in 45 countries. These funds can 
be established through a range of flexible invest-
ment vehicles such as unit trusts, PCCs, ICCs and 
limited partnerships, which the administrators are 
skilled at using.

Guernsey’s administrative heritage is increas-
ingly being complemented not just by the avail-
ability of custody services, but also fund managers, 
and in particular those specialising in hedge funds, 
ranging from larger organisations such as Finan-
cial Risk Management to more boutique operators 
such as BBBSA Strategic Management.

The island’s broad-based financial services  
industry means that there are on-island banking, 
fiduciary and insurance providers, legal advisers, 
auditing and tax advisers and stockbrokers, as well 
as  the Channel Islands Stock Exchange (CISX).
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Peter Niven, chief executive of GuernseyFinance, charts the success of the funds  
industry on the Channel Island
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Guernsey also boasts a large pool of 
experienced and qualified non-execu-
tive directors. There are no direct rules 
on the make-up of the board for funds 
domiciled in the island, but it makes 
practical sense that the majority of  
directors would be located locally.  
Taking this approach also helps provide 
clear delineation between the onshore 
investment management and the off-
shore overall management and control 
of the company. Finding the required 
personnel is made easy in Guernsey, 
which as a result has rightly acquired  
a reputation for strong corporate  
governance. 

Domiciling (and, for that matter, 
administering) a fund in Guernsey, par-
ticularly for investment managers in the 
UK, is also made easier by the island’s 
location. Situated between the UK and 
the Continent, it is in a time zone that 
allows business to be conducted with  
the US and the Far East during the same 
day. There are good air and sea links to 
the island, with flights from London 
taking less than an hour. In addition, a 
high volume of business can be carried 
out face-to-face in a short period of time 

because of the proximity of Guernsey’s  
institutions and businesses.

 
Avoiding complacency
Guernsey cemented its position at the 
forefront of the international fund and, 
in particular, alternatives industry when 
it introduced QIFs early in 2005. This 
self-certification regime, which enables 
short authorisation times for funds  
targeting experienced investors, has  
become increasingly popular. 

With a thriving funds industry, it 
might be easy for the island to become 
complacent. However, the industry, 
regulator and government established a 
working party led by leading Guernsey 
advocate Peter Harwood to undertake a 
root-and-branch review of investment 
funds sector legislation and regulation. 
The Harwood Report, as it was chris-
tened, made several recommendations, 
including the creation of a ‘registered’ 
funds route where the focus of regula-
tion would be on the licensed Guernsey 
administrator, rather than the individual 
investment funds as products.

A registered regime was introduced for 
closed-ended funds on 1 February, 2007. 

Taking this avenue means that the GFSC 
will grant the required fund consent 
within three working days if the Guern-
sey licensed administrator can show that 
it has carried out sufficient due diligence 
to be satisfied that the promoter and as-
sociated parties are fit and proper. This is 
a development of the approach taken by 
the Commission in respect of QIFs. The 
rest of the Harwood Report’s proposals 
will be implemented when legislation is 
enacted later this year. 

Flourishing market
Guernsey’s fund industry is flourishing, 
with alternative asset classes such as 
hedge funds playing a significant part. 
Renowned as an administrative centre, 
the island’s substantial depth of exper-
tise, strong corporate governance, con-
venient location and fast-track consent 
process for funds targeting experienced 
investors have made it increasingly 
popular for the domiciling of alterna-
tives such as hedge funds. Guernsey’s 
progressive attitude also ensures that 
developments such as the registered 
funds regime keep it at the cutting edge 
of the international fund industry.
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Excepteur Amanda Williams Palmer has occaecat 
cupidatat non proident, sunt in culpa in a real qui 
officia deserunt mollit anim id est laborum Hedge Fund 
Manager

May the best 
broker win

Peter Niven is the 
Chief Executive of 
GuernseyFinance
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T he value of Guernsey closed-ended funds 
under administration increased by 55.8% 
in 2006 to a new high of £48.5bn. Part 

of this spectacular increase is related to the trend 
among investment managers (‘promoters’) to raise 
permanent capital on the LSE, AIM and Euronext. 
Guernsey has become the jurisdiction of choice 
for fund promoters/sponsors when considering 
listings across a broad product spectrum of hedge 
funds, funds of hedge funds, private equity, syndi-
cated loans, real estate and property. According to 
ABN Amro research, at the end of last year, £5.9bn 
was listed in hedge funds and individual manag-
ers – a 70% rise on the previous year. This consti-
tutes 37 funds of hedge funds and three individual 
hedge funds.

For fund of hedge fund managers, stepping 
into public listing enables them and the fund pro-
moters to take a longer-term view with respect to  
investment returns. Additionally, there is far 
greater transparency of the underlying portfolio  
to shareholders, competitors and market mak-
ers. Another facet of closed-ended listed funds is 
the broader corporate governance requirements. 
For example, a company listing on the LSE would 
establish a framework to comply with the require-
ments of the Combined Code on Corporate Gov-
ernance (June) 2006 issued by the UK Listing 
Authority, where appropriate.

The Guernsey Financial Services Commission 
(GFSC) recently introduced a regime relating to 
the approval for ‘registered’ funds, whereby closed-
ended funds will no longer be required to complete 
the present consent application process, which can 
take weeks. Instead, consent may be obtained within 
three days of the administrator filing the appropri-
ate documents with the GFSC. The administrator 
has to provide certification that the promoter is fit 

and proper, and that the administrator is satisfied 
with the promoter’s integrity, solvency and com-
petency. Historically, while the UK and Guernsey  
legal teams, together with the lead sponsor,  
expertly guided the promoter through the launch 
of a fund, the appointment of an administrator 
was generally one of the last aspects to be decided. 
This led to the perception that the administrator’s 
timeframes for conducting due diligence on the 
promoter, and documenting and transitioning the 
fund were delaying the launch. In effect, the new 
regime partners the promoter and administrator 
from the onset.

Valuing teamwork
This collaborative approach between service pro-
vider and promoter is welcomed by Royal Bank of 
Canada (RBC), whose vision is to “earn the right 
to be the client’s service provider of choice”. RBC 
adopts a team-based approach to prospective fund 
launches, placing the business professionals in 
banking credit, trustee, fund accounting/valua-
tions and custody services and their support teams 
in front of promoters from the first meeting. This 
ensures the client has an acute understanding and 
is comfortable with respect to the strength of the 
RBC team from the onset of discussions. Working 
in a consultative capacity, RBC’s team can under-
stand a client’s business needs upfront and add  
value to a true partnership. Such meetings raise 
important questions and answers, which RBC is 
happy to provide guidance on, in particular: 
n �The roles and responsibilities of a corporate sec-

retary, including the weekly estimate prepara-
tion and timeline and agreement of templates 
for RNS reporting;

n �Treatment of currency hedging valuation and 
cost across share classes;

GUERNSEY special report 2007		        Administration/CUSTODY
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Since joining RBC in 
2001, Stuart Mauger 
has occupied a 
number of client-
focused roles and 
has recently moved 
to become head of 
sales and business 
development in the 
British Isles.  This 
role focuses on 
the provision of 
custody and fund 
administration 
services. 

Stuart Mauger of Royal Bank of Canada highlights the net added value that an 
administrator can bring to permanent capital

Fitting the pieces 
together
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n �Arrangement of inaugural and subsequent board 
meetings;

n �Co-ordination of D&O insurance;
n �Preparation of financial reporting procedures 

board memorandum;
n �Review of annual expense budget and working 

capital memorandum;
n �Processing of share conversion programmes and 

trailer payments; and
n �Changes in financial reporting – for example, 

with the EU transparency directive.
No question is deemed insignificant and RBC 

encourages follow-up site meetings to deepen each 
other’s understanding.

The manager of transitions acts as the promot-
er’s first point of call for meetings, discussions 
review and feedback on project plans, prospec-
tus, and service provider agreements with the  
respective legal teams.

Overseeing this process, the relationship 
manager will create service standards to ensure 
mutual expectations among the service provider 
and promoter are tabled and met, and that the 
launch is successful. 

Trust is important
Promoters appreciate the importance of a ‘trusted’ 
relationship manager, who understands their busi-
ness but is sophisticated enough to know that it 
would be difficult for one person to have all the 
necessary skills and experience to deal with spe-
cialist areas such as hedge funds and fund of hedge 
funds. For that reason, promoters highly value the 
ongoing accessibility to the wider team. 

Currently, RBC also acts as ‘custodian’ to about 
US$22bn in hedge funds and can provide ancillary 
services to promoters, such as currency hedging 
and timing and settlement financing to the fund. 
Passive hedging is critical to the performance  
of fund share class prices and, where a fund is  
closed-ended, the availability of a credit facil-
ity helps the promoter to purchase investments 
against future redemptions or invoke the discount  
provisions clause.

Processing about 450 trades a month, the 
custodian’s proprietary ‘Utmost’ hedge fund deal-

ing system is capable of providing promoters with 
a full trade status report, from DHL number to 
acknowledgement to expected contract note date.

Possibly RBC’s greatest value to promoters, 
through its global network, is its commitment to 
capability, continuity and sustainability in the  
burgeoning Guernsey funds business.

Its Corporate & Institutional Business opera-
tion has 150 staff in the Caribbean, Hong Kong, 
Guernsey, Jersey, London and Edinburgh, provid-
ing global custody and fund administration servic-
es to both ‘alternative investment’ and ‘traditional 
asset’ investment managers.

RBC is proud to have been appointed as cus-
todian and fund administrator to the largest 
LSE-listed fund of hedge funds offering to date, 
and as custodian to Alternative Investment Strat-
egies, the first closed-ended fund to be listed on  
the LSE. 

“Promoters appreciate the importance 
of a trusted relationship manager, 
who understands their business and 
knows it would be difficult for one 
person to have all the necessary  
skills and experience”
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I nstitutionalisation has been a 
growing phenomenon in the 
hedge fund community for a 

number of years. As asset allocations 
continue to swing to the sector, there 
are few managers whose businesses 
look like they did ten years ago. As 
hedge funds utilised as an investment 
technique become more mainstream, 
so do their managers.

The phenomenon
Institutionalisation is evident through 
a number of factors: the establish-
ment of in-house boutiques; the trend 
for listing funds; the greater demands 
for transparency and reporting and 
the pressure on the two-and-twenty 
fee structure borne out of poor perfor-
mance in some quarters. 

Established investment businesses of 
the larger insurers, banks or traditional 
asset managers are creating in-house 
boutiques which give their investment 
professionals the flexibility to repli-
cate hedge fund returns but with the 
established back-office infrastructure. 
It is early days still for these boutiques 
but inevitably they may have a distinct 
advantage over independent manag-
ers for institutional money, or at least 
have less to do to clear the due diligence 
hurdle.

There is an increasing trend for man-
agers to admit their funds to trading 
and Guernsey has been a key jurisdic-
tion facilitating this trend, not just 
with the London Stock Exchange but 
increasingly Euronext. These funds 
are key to the institutional phenom-
ena as they enable investors to deal in 
hedge funds through a traditional ana-
lyst route without the detail of the due 
diligence approach that had previously 
been the norm.

A very recent but fascinating aside to 
this is that institutional investors are 
now becoming more activist in their 
holdings of these listed hedge funds 
when faced with bad performance, 
showing how hedge fund strategies 
have come full circle and are now main-
stream.

The impact
The operational practices of hedge 
fund managers are not immune 
from institutionalisation. Investor 
demands for continued improvement 
in governance and risk management 
bring new pressures to businesses 
that have typically been front-office 
focused.

But how does this trend impact the 
offshore jurisdictions? Well, actually 
as much, if not more, than it does the 
managers. From lawyers and accoun-
tants servicing listings and administra-
tors and bankers providing the back 
office infrastructure the demands of 
institutionalisation feed all the way 
through the delivery chain.

The island’s administrators are the 
hardest hit as their role is key. The 
demands of investors lead to a need 
to produce more information, more 
quickly and more robustly than be-
fore. Institutional investors expect 
complete transparency in their port-
folios which is not something that the 
industry has been used to providing 
to date. The systems and personnel 
implications of these demands can-
not be underestimated and a variety 
of strategies are emerging such as 
investment in new technology or the 
increased use of outsourcing.

So does institutionalisation in itself 
pose a threat to the island? Guern-
sey does not have an administration 

GUERNSEY special report 2007				                      AUDITING
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Neale Jehan of KPMG asks whether institutionalisation of the funds industry is good or 
bad for offshore business

Better technique
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presence from the largest specialist glob-
al players in this industry who might 
be seen more naturally as the home for 
key institutional administration, either 
through scale or preferred supplier ar-
rangements. This is not necessarily a 
realistic threat, however, as the kind of 
business administered in Guernsey has 
traditionally been in the fund of hedge 
funds sector or in esoteric areas where 
a specialist service is required. The kind 
of business run by the global players is 
largely outsourced off-island.

Institutionalisation may also prove 
an opportunity. As some of our largest 
administrators are establishing them-
selves on a global scale and others are 
growing rapidly there is space in the 
market for new entrants, subject to the 
necessary infrastructure of course.

There is also the growing trend for 
managers to set up a presence in the 
island. There are many reasons behind 
this trend, but the challenge of institu-
tionalisation is certainly one of the fac-
tors. The ability to monitor the activities 

of the local administrator real time and 
move some of the middle office inves-
tor reporting activities to the island can 
only assist with the improved standards 
of risk management and governance 
demanded by investors.

One other factor is divergence of the 
definition of what constitutes a hedge 
fund. As the industry appears to sub-
sume everything which once could be 
described as alternative, its diversity will 
leave many independent managers with 
many differing strategies in demand by 
investors. A maturing industry always 
has new entrants and new ideas to drive 
it forwards.

Guernsey has always been a dynamic 
and responsive jurisdiction at the cut-
ting edge of new developments. Insti-
tutionalisation will not significantly 
change this. There will always be a place 
in the industry for the island, whether it 
is dealing with high-profile listed funds 
or with a smaller body of independent 
managers promoting funds with emerg-
ing alternative strategies.

Neale Jehan leads 
KPMG’s services to the 
alternative investment 
sector in the Channel 
Islands and is a 
member of KPMG’s 
Global Alternative 
Investments Leader-
ship Team. KPMG is 
the leading auditor of 
funds in Guernsey per 
the Fitzrovia survey 
and the European 
Practice recently won 
The Hedge Fund 
Journal Award for 
the Best Provider of 
Transactional/ 
Advisory Services to 
the hedge fund sector.
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I n early 2005, a committee reviewing the  
investment sector of the finance industry in 
Guernsey (one of several review committees) 

was established with advocate Peter Harwood as 
chairman. Importantly, Peter Moffatt, the director 
of the Investment Business Division of the Guernsey 
Financial Services Commission (GFSC), was also 
appointed to the committee. This recognised that 
the industry and regulator would need to co-operate 
and understand each other to create the appropri-
ate environment for a modern offshore centre.

The terms of reference for the committee were 
“to consider the investment industry in the baili-
wick of Guernsey and the conditions required for 
its continued prosperity”. The review would con-
sider the legal and regulatory framework, as well as 
aspects of public policy relating to the industry.

Proposals
The committee produced a report in March 2006, 
which recognised that Guernsey’s investment busi-
ness sector had two sub-sectors: 
n �The fund-specific sector (investment funds, for 

example) and related fund-specific services such 
as custodians, fund managers and administra-
tors; and

n �A significnatly smaller fund-specific sector, such 
as traditional investment advisers/stockbrokers, 
discretionary investment managers, execution-
only broking activity, boutique investment hous-
es and wealth management.
Perhaps the most important matter dealt with 

was the issue of time taken in the licensing and 
regulatory approval processes in the fund sector. 
The report suggested that the regulatory approach 
be altered so that regulation be concentrated less 
on the regulation of individual investment funds, 
with more attention given to the regulation of those 
licensees who provide services to investment funds. 
To this end, there were detailed proposals to:

n �Repeal the Control of Borrowing ordinances  
and replace them with a generic ‘prospectus’ law, 
applicable to all Guernsey entities, setting  
out minimum disclosure criteria for offering 
documents;

n �Take the funds’ provisions from the existing  
Protection of Investors Law and modify them to 
become a generic ‘funds law’ applying to both the 
open- and closed-ended sectors;

n �Establish two categories of fund – regulated and 
registered – and remove the current requirement 
for principal managers. All funds, whether regu-
lated or registered, would have to appoint  
a locally licensed administrator. Registered  
fund prospectuses would have to make it clear 
that the fund was not regulated by the commis-
sion; and

n �Allow Guernsey service providers to offer services 
to non-Guernsey vehicles, subject only to a noti-
fication requirement to the commission.
The report reached several other significant con-

clusions. In particular, it was found that the fund-
specific sector had been responsible for creating 
and sustaining a significant volume of employment 
on the island and contributing to Guernsey’s profile 
in the international investment community. Conse-
quently, it was understood that it was important to 
encourage and sustain the fund-specific sector.   

It recognised the possibility of an “overheating” 
economy and noted that there needed to be a 
 careful balance between the amount of adminis-
tration to be undertaken in Guernsey and the level 
of administration that was permitted to be out-
sourced. 

One key difference between the proposed Guern-
sey model and the model used in, for example, the 
Cayman Islands is that a Guernsey-licensed entity 
must retain responsibility for the conduct of the ad-
ministration of each Guernsey fund. The Cayman 
model, which, if adopted, would have allowed 

Paul Christopher of Ozannes assesses prospects for Guernsey’s investment business sector

Sector is keeping  
its eye on the ball

Paul Christopher  
specialises in 
investment, finance 
and corporate work. 
He regularly advises 
on the establishment 
of offshore investment 
funds and on the 
regulatory and 
commercial issues 
relating to them. Paul 
has an established 
trust practice and acts 
for several of the 
island’s leading trust 
institutions. He joined 
Ozannes in 1999.
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greater administration of Guern-
sey-domiciled funds to be under-
taken outside the island, was 
rejected because of the impact it 
would have on:
n �The economic benefit  

retained within Guernsey;
n �The continued sustainability of 

Guernsey as an administration 
centre; and

n �The reputation of the island 
where Guernsey-domiciled 
funds were administered by 
persons over whom the com-
mission had no authority.
The good news is that moves 

are already taking place to alter 
regulatory policy to allow for 
these changes, and other amend-
ments to the regulatory laws are 
anticipated shortly to implement 
the proposals. In February 2007, 
the registered fund regime in re-
spect of closed-ended funds was 
implemented, and the policy re-
quirement for there to be a prin-
cipal manager incorporated and  
licensed in Guernsey for open-
ended funds was reversed.

The report was keen to  
encourage growth in both the 
fund-specific and non-fund-spe-
cific sectors. In particular, the 
report considered it was impor-
tant that the island attracted in-
tellectual capital to move there 
and to establish ownership in 
Guernsey.   

New-found confidence
Even before the implementation of the report, the 
influx of new funds – chiefly hedge funds, private 
equity and property funds, as well as traditional 
vehicles – to the island has been substantial. This  
is not only a reflection of global markets, but also 
the new-found confidence the sector has, as a  
result of the Harwood proposals.

For example, in 2006, the value of funds under 
administration and management increased 30.2% 
to £130.2bn. There is also a new trend in the 
establishment of businesses such as asset manag-
ers, stockbrokers and private wealth managers, 
driven by various factors. Again, the significance of 
the investment sector’s regained sense of purpose 
should not be underestimated.

The streamlining of the authorisation and licens-

ing processes for the investment business sector 
will produce faster responses and enable the in-
dustry to react more quickly to the pace of the glob-
al commercial environment. The focus of attention 
by the regulator will move towards more frequent 
monitoring and review of the licensed service pro-
viders. This shift of emphasis will present its own 
challenges with service providers themselves being 
required to take an enhanced responsibility for the 
business they conduct to protect the reputation of 
the island (and their peers on the island).

As one service provider said recently: “It will be 
the case that, if one of us drops the ball, we all do.”  
There will need to be a greater degree of dialogue 
between the industry – as a whole and as individu-
al businesses – and the regulator, as there will be  
a shared responsibility.

To a large extent this is  already starting to 
happen. These may be challenging times, but the 
future is very bright.

GUERNSEY special report 2007		     			                 LEGAl
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‘Excellent service at a competitive price.’ 
‘Sure, that’s what they all say!’ I can hear 
the sarcasm from here, and possibly war-

ranted, given your own experience. 
‘Providers of administrative service are a neces-

sary evil in the value chain.’ Not, I hasten to add, a 
direct quote from a disgruntled client, but more a 
flavour of the perception that operations is the 
poor relation compared to the glamorous world of 
money management and marketing.

The one thing that we would all agree on is that 
failure in operational performance has significant 
impacts right through the value chain and material 
or continued underperformance gives rise to loss 
of reputation and loss of clients. Choosing the 
wrong provider is an expensive mistake, and can 
be seriously detrimental. So what should service 
providers, such as Close, be doing to enrich and 
fulfil your business?

The first thing to say is that being satisfied with 
the status quo is dangerous, both to the service 
provider and the hedge fund manager/promoter. 
Out there in the real world, clients are experienc-
ing the entire spectrum of service quality, but some 
of it will be truly outstanding and, life being unfair, 
that is the standard against which many will be 
judged. Therefore, what may seem fine to a service 
provider may be irritating the life out of the under-
lying client.

The second key issue is the problem of success. 
General industry growth can reduce the amount of 
available talent as intellectual capital is spread 
thinly across providers. Hence isn’t there a chance 
that the available labour pool in the jurisdiction in 
which your fund is managed may suffer from 
restraints of access to genuine quality people? 

So how does Close deal with this?
There is the standard operational stuff that every 
business does, but if there is no focus on the follow-
ing points in addition, you need to ask some ques-
tions:
n �Don’t simply measure everything that moves in 

the service relationship. Rather, focus on key 
performance indicators that really matter and 

pursue their progressive improvement with a 
passion. The concept of service debits and cred-
its may work wonders in this regard – never un-
derestimate the power of greed.

n �Continuous investment in technology. I have 
never been involved in an operational business 
that can survive without feeding this particularly 
voracious beast. New instruments emerge, trad-
ing processes evolve and, in general, the world 
conspires against zero development. In this 
regard, the demon Excel spreadsheet or the yel-
low sticky label is not really a viable alternative 
– watch out for these during your next supplier 
audit. If you do spot them, check the liability 
clauses in the administration agreement very 
quickly.

n �Evidence of training and development pro-
grammes and excellence in staff is critical given 
the evolving industry.
Close Fund Services is committed to the long 

term growth and development of our specialist 
fund administration business. We are also commit-
ted to maintaining a powerful presence in our 
Guernsey location, an attractive place to do busi-
ness from the twin viewpoints of its regulatory/leg-
islative framework and skill base.

Local labour pool
However, the jurisdiction is proving so attractive 
that skilled resource is being spread quite thinly 
and, in our view, total reliance on the local labour 
pool to support growth is risky. Close is the only 
fund service provider in Guernsey to address this 
issue. 

Faced with the competing forces of the growth 
imperative, a stretched local resource pool and the 
fundamental requirement to progressively improve 
service, a strategic decision was made to move ele-
ments of our investment accounting function 
outside Guernsey. Careful consideration was given 
to the factors that would be vital in achieving a suc-
cessful outcome, and in retaining my job. We chose 
Cape Town, South Africa as the venue, for the 
following reasons:
n �The availability of a highly skilled, competent 
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executive chairman 
responsible for the 
Fiduciary Division of 
Close Private Bank 
Group of Companies. 
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and experienced labour pool. We are 
specialists in the more esoteric end of 
the investment administration spec-
trum and Cape Town, as a centre of 
investment management in South 
Africa, provides exactly the sort of 
individual that we seek, apart from 
the fact that they all appear to be at 
least seven feet tall. Further, Cape 
Town and the Eastern Cape provide a 
massive graduate population, a sig-
nificant proportion of which have ob-
tained the relevant degrees.

n �Employment costs are attractive. Very 
much a secondary consideration, but 
nonetheless vital in the equation of 
progressively improving service at a 
competitive price.

n �Good communications, both electron-
ic and logistical.

n �Compatible time zone. 
n �No language difficulties (well, almost 

none!)
n �A ‘developed world’ economic model.

It goes without saying that South 
Africa grapples with a whole range of 
political and social issues. However, we 
were impressed with the way that major 
international businesses lived with and 

managed these issues successfully, 
developing thriving businesses into the 
bargain. Our experience has been over-
whelmingly positive and our assump-
tions, particularly around labour quality 
have proved right in practise. 

The Guernsey Financial Services 
Commission publishes clear guidelines 
regarding the control of outsourced 
functions, including the requirement to 
maintain sufficient expertise in the 
island to ensure effective oversight.

Overall responsibility for the perfor-
mance of the entire service remains 
with the local service provider in Guern-
sey. The guidelines make absolute com-
mon sense and, frankly, represent sound 
business practise.

Graduate training
So, what is the big deal and what’s in it 
for our clients, both current and pro-
spective? The answer is – plenty!

We are absolutely confident that we 
can support our growth plans while see-
ing additional benefits to service quality. 
The available skilled labour pool is sig-
nificant and our graduate training pro-
gramme will enable us to ‘grow our own’ 

over time. Employment costs are such 
that our strategic imperative to drive up 
service quality over time will not come 
with increased fees. Rather, we are seek-
ing to share the benefit with our clients, 
good news for both of us.

The one thing that we all know is, at 
some point, market conditions will 
change and life will get tougher; income 
will fall, there will be increased pressure 
on costs, holding onto clients will 
become even more important, service 
has to continue improving and there is 
much less cake to go round.

It is at times like this that you need a 
strong, long-term player as an adminis-
trative service partner. We believe our 
infrastructure and skills base put us in 
the position to truly deliver ‘excellent 
service at a competitive price’ and means 
we have a sustainable advantage over 
other fund service providers in Guern-
sey. We have positioned our business to 
provide the right service in good and 
bad times. Make sure that your service 
provider can demonstrate the same. If 
not, I can tell you right now that we are 
best placed to service your business, 
now and in the future. 
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G uernsey has long been respect-
ed for providing high-quality 
financial services to a global 

customer base. This reputation, under-
pinned by a continual competitive up-
dating of legislation, such as the recent 
Harwood review of investment sector 
legislation, has led to several hundred fin- 
ancial services businesses setting up on 
the island. These institutions have been 
attracted by Guernsey’s many attributes, 
including its stability and security.

It is recognised that it is an increas-
ing commercial necessity to ensure that 
where offshore centres are utilised, 
businesses must put in place an ap-
propriate decision-making and support 
mechanism. The 24-square-mile island,  
which has a population of 60,000 and 
is situated 25 miles from France and 
60 from England, has several advantag-
es over other offshore centres:
n �A business-friendly environment with 

no restrictions on the number of  
employees and no requirement to  
discriminate in favour of local staff;

n �Legislative and physical independence;
n �A British crown dependency, it is Eng-

lish speaking, uses Sterling, is in the 
same time zone as the UK and has 
good air links to London;

n �A special relationship with the EU;
n �Excellent infrastructure and profes-

sional support services; 
n �A high standard of living; and
n �An open market for housing (or  

licensing opportunities for the local 
housing market).

A recent development in Guernsey 
has been the provision of practical and 
professional support services for com-
panies in the financial sector. One such 
improvement is the ‘incubator service’, 
which has removed many of the tradi-
tional hurdles to the establishment, by 
a new business, of a physical presence 
in an offshore jurisdiction. This has 
been well received and Guernsey has 
witnessed a lot of progress in this area.  
These services provide a ready-made  
solution for those wishing to establish 
a financial services company on the is-
land. The incubator service provides es-
tablished support services including the 
provision of premises employing staff 
from senior managers to administration 
and secretaries, enabling a company to 
become quickly established.

Paving the way
Louise Hall, a partner at AO Hall 
Advocates, says: “The ability to move 
directly into a managed office equipped 
and staffed to a high standard eases the 
establishment of any new venture and 
adds to the attraction of Guernsey, not 
only as a centre where quality and effi-
ciency come as standard, but also as a 
place where costs can be streamlined, 
because of the incubator service.” 

Serviced businesses can enter the 
‘incubator’ with a longer-term strategy 
to evolve and establish their own inde-
pendent location. In such instances, the 
incubator service provider continues to  
offer support once this has occurred.  

Indeed, it is able to advise on and 
encourage such strategies to prepare 
serviced businesses to become indepen-
dent to whatever degree they require.

Edward Moore, managing director 
of Aztec Financial Services (Guernsey), 
says: “Knowing that a specialised service 
provider is there, not only to handle our 
present needs to the same high standard 
with which they assisted with our estab-
lishment, but also to advise and assist us 
with our growing independence, is key 
to our long-term strategy.”  

Guernsey has never been more  
attractive to hedge fund managers who 
wish to establish a physical presence 
on the island. The investment sector 
legislation is being revamped, with the 
intention of building on several spe-
cific provisions made by the Guernsey  
Financial Services Commission (GFSC), 
thus ensuring it is able to support 
Guernsey’s rapidly growing hedge 
fund industry. In June 2006, Guernsey 
agreed to a package, the main strands 
of which come into effect on 1 January 
2008, that include, as standard, a zero 
rate of corporate tax.

In addition, Guernsey resident share-
holders will be taxed on only distributed 
company profits. In terms of personal 
taxation, Guernsey residents will con-
tinue to be levied at 20% on assess-
able income but this will be limited to 
a maximum contribution of £250,000. 
There has also been a commitment not 
to introduce wealth taxes such as inher-
itance or capital gains tax.
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 The agreement to this package high-
lights the government’s continued com-
mitment to enterprise, and the finance 
industry in particular.

Furthermore, Guernsey’s continuing 
development of the GFSC’s rules and 
regulations has offered increasingly effi-
cient and helpful guidance to the estab-
lishment of new funds. A streamlined 
and commercial approach to regulation 
has allowed the creation of self-certifi-
cation-style fund set-ups, which offer a 
quick application turnaround for new 
fund business. Whether dealing with 
the management of locally authorised 
schemes, or the administration from 
within Guernsey of schemes outside of 
the island, business continues to devel-
op. In all cases, the establishment of an 
‘incubated’ serviced investment man-
ager allows an efficient structure to be 
put in place to facilitate the obligations 
of the legislation and fund rules.

John Mills, of Dalton Capital (Guern-
sey), says: “A combination of legal advice 
and specialist compliance consultants 
on site and on hand to assist our busi-
ness with its ongoing obligations and 
regulatory issues gives us the comfort 
that we remain compliant. Equally, we 
can equally utilise their expertise to plan 
strategies for our future business, includ-
ing the requirements and expected time-
frames of establishing new ventures.”  

The GFSC has implemented the high 
standards expected of the promoters 
behind new funds and management 
companies. Structures are required to 
be set up with a ‘four-eyes management 
approach’ and to implement policies 
and procedures governing anti-money 
laundering; compliance with fund 
rules; handling of complaints; gifts 
and hospitality procedures; disaster-
recovery plans; and meeting legislative  
requirements on insider trading and 
data protection. Investment manag-
ers are expected to have agreements in 
place with local service providers and 
documentation evidencing their poli-
cies and procedures, as outlined above.  
The ‘incubator service provider’ not 
only handles the collation of informa-
tion and production of documenta-
tion for an application to the regulator, 
but will advise on the practical aspects  

throughout the application process, 
from informal approaches to the regu-
lators to the submission of application 
forms and liaison with legal advisers.

GFSC approval
The GFSC recognises the merits of 
the incubator service. Service providers 
work closely with the regulators in a 
transparent and open environment in 
which creativity is important in the  
focus to develop a support industry 
which itself is not regulated, but in turn 
services the requirements of licensed 
businesses to the standard expected. 
This development has allowed a new 
wave of licensed entities to establish 
themselves in Guernsey, producing eco-
nomic benefits for the island. 

Incubator service providers employ 
compliance and administration spe-
cialists whose experience is key in the 
regulatory application process for com-
panies to be licensed to conduct con-
trolled activities and for funds, whether 
they are open-ended or closed-ended 
vehicles. Such specialist knowledge pro-
vides an efficiency welcomed by all sides 
and at all stages, from planning ‘off the 

wall’ ventures to establishing traditional 
managers and products or meeting the 
obligations of regulators or the Stock 
Exchange.

Combined with the above, Guernsey’s 
validation as a co-operative jurisdiction 
by respected international bodies in-
cluding IMF, FATF and the OECD, and 
its co-operative approach to the adapt-
ing of international standards, make it 
the obvious location to base manage-
ment companies and key staff.

The island’s business-friendly envi-
ronment and the availability of special-
ist support services make it the ideal 
location to incubate a presence.

Wayne Bulpitt established 
Active Management 
Services in 2001 to 
provide management and 
consultancy services to 
investment companies 
and funds. He was previ-
ously head of offshore 
investment services for 

Canadian Imperial Bank of Commerce. Active Group 
provides professional and practical support services, 
including compliance, management, administration 
and consultancy to all sectors of offshore finance. 
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T he Harwood report, which 
was published just over a year 
ago, saw members of the funds 

industry in Guernsey plus the regulator 
and the government sitting down with 
a blank sheet of paper to work out what 
legal and regulatory improvements 
were required in Guernsey to enable 
the continual growth of its investment 
funds industry.

The report came up with quite a few 
ideas as to how this could be achieved, 
one being the concept of registered 
funds. The registered funds regime 
reflects what can be done in other 
jurisdictions, where the due diligence 
on the promoter, the manager and the 
fund itself is performed by the service 
provider in that location. The service 
provider then submits the documenta-
tion to the regulator and within three 
working days the Guernsey Finan-
cial Services Commission (GFSC) will 
come back and give its consent to the 
launch of the fund.

The investment funds industry in 
Guernsey has faced a challenge in 
terms of the timing of the regulatory 
approval process where, in some cases, 
approval could take a few weeks. In the 
past, people were reluctant to build 
that amount of time into their launch 
schedule when they could go to other 
jurisdictions and maybe get it approved 
in a shorter time. Guernsey has now 
eliminated that particular disadvan-
tage of doing business in the domicile.

It should be noted that this develop-
ment does not represent an enormous 
leap in service provision for Guern-
sey. Historically, when managers have 
needed funds to be processed urgently, 
we have benefited from a co-operative 
regulator who has been agreeable to 
speeding certain documents through. 
The new registered funds regime 
applies only to closed-ended funds. 
The regulatory approval processes for 
open-ended funds will stay the same.

The approval process
The role of the designated administra-
tor in this process is to liaise with the 
manager to ensure that the relevant 
documentation that’s required for 
admission to the GFSC is obtained. 
The administrator must then review 
it to ensure the documentation is up 
to appropriate standards. A further 
responsibility exists to ensure the fund’s 
manager meets the existing criteria for 
appropriate individuals and organisa-
tions entitled to come to Guernsey. The 
administrator will have to assess the 
qualifications and abilities of the indi-
viduals that are going to be sitting on 
the fund’s board as well as managing 
the investment to ensure that Guern-
sey’s reputation is protected.

In short, the administrator needs to 
be satisfied that the promoter is ‘fit and 
proper’; that they have the integrity, 
solvency and competence for running 
the fund.
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Whereas it appears that administra-
tors are taking on a responsibility for 
establishing the above burden of proof, 
it should be said that Guernsey admin-
istrators have, in the past, usually done 
a good job of ensuring appropriate doc-
umentation is compiled before the cli-
ent submits to the GFSC for consent to 
establish a closed-ended fund.

A faster process
The lead time involved in establishing 
this burden of proof will depend on the 
background research that is required of 
the administrator and the availability of 
this background information. In addi-
tion, they will be dependent on the rel-
evant documentation being supplied in 
a timely manner.

It is important, going forward, that 
managers who are thinking of launch-
ing a new Guernsey fund are in contact 
with the administrator upfront. This 
is necessary to reach an agreement on 
what the documentation and reporting 
requirements are with the administra-
tor and to ensure that everyone is clear 
as to the timetable of compiling the 
relevant documentation and materials.

We will probably see a shorter process 
for some organisations, compared to the 
work being carried out by the regulator, 
simply because there are probably more 
resources resting with the administra-
tors than reside in the GFSC.

In addition, administrators will have 
more flexibility in resourcing, which 
means they will be able to ensure that 
they are prioritised in the appropriate 
manner.

Registered funds have already 
engendered a lot of interest and a few 
funds are going through the regulatory 
consent process already. There is a lot 
of interest in the wider funds commu-
nity and many new funds in the pipe-
line. Given that the regime only became 
effective on the 1 February, the promo-
tion of registered funds has been mov-
ing out into the investment funds world 
quite quickly and will be one of the main 
areas of growth for Guernsey over the 
next 12 months.

The role of the CISX
Whereas these funds can be listed on 
the CISX, wider listing depends on the 
requirements of the individual exchang-
es. It is our understanding that registered 
funds will not be able to be listed, for 
example, on Euronext, which has been 
one of the key listing locations for Guern-
sey vehicles over the past 12 months. 
This is due to the fact that these funds 
are not subject to a full regulatory re-
view process before they are launched.

The key issue with the CISX is its 
speed in enabling organisations to get 
listings and its pragmatic approach to 
the documentation you are required to 
submit. The flexibility in the account-
ing standards organisations are allowed 
to employ in Guernsey, as well on the 
CISX, means that some people have 
taken the opportunity to use US GAAP 
– an option that may not be avail-
able to a group wanting to list on an 
EU-regulated exchange.

It is also very cost-effective to have 
a CISX listing. For example, to list on 

the London Stock Exchange (LSE) you 
need to engage a reporting accountant 
to review the working capital report, you 
need to do a review of the financial re-
porting procedures of the group and you 
may need to look at the tax disclosures 
within the prospectus. There is also a 
potential need, if it’s a company that’s 
been operating for a while, to produce 
what is called a ‘long-form’ report. These 
documentation requirements of the LSE 
don’t actually exist under the CISX list-
ing process; therefore you save time 
and a lot of money not having to engage 
many different service providers.

Growth areas: listed funds
The phenomenal growth of listed funds 
in Guernsey over the past 12 months 
has been boosted in particular by the 
size of some of the new funds coming 
in: KKR, raising US$5bn; Apollo In-
vestment Management, with a Euron-
ext listing, raising US$1.5bn and several 
others, including Marshall Wace, which 
is also raising billions of dollars’ worth 
of new capital. These permanent capi-
tal vehicles are proving very popular in 
Guernsey at this point in time.

This trend is reflective, from the 
Euronext perspective, of the GFSC 
having engaged in a memorandum of 
understanding with the Dutch regulator 
going back several years. Guernsey 
was able to use that memorandum to 
get approval from the Dutch listing 
authority, the AFM, that the island has 
a well-regulated jurisdiction and that 
therefore a Guernsey-regulated product 
could be listed on the Dutch Euronext.

This means that we have in Guernsey 
an EU-listed product using an offshore 
vehicle, which has proved popular with 
US promoters and managers of funds. 
We’ve even seen limited partnerships 
being listed on the Euronext exchange, 
which is not necessarily available on 
other exchanges in Europe.

We are also seeing in Guernsey the 
next evolution of funds. Many funds are 
now going for London Stock Exchange 
listings, using the secondary listing op-
tions under the Chapter 14 rule. There 
continues to be a lot of interest in the 
Guernsey product, but linking it into an 
EU listing.
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W ith the background of a 
well-regulated, established 
jurisdiction that is close to 

the European financial centres and that 
enables fund managers to exercise off-
shore management and control, Guern-
sey offers an attractive package to new 
fund business.

As well as a well-established in-
frastructure, in terms of administra-
tors, custodians, lawyers, bankers and 
accountants, the jurisdiction has imple-
mented some enterprising regulatory 
enhancements to attract new fund man-
agers. The qualifying investor fund 
(QIF), that was introduced two years ago, 
the registered funds regime that is already 
applicable for closed-ended funds, 
and the new proposed regulated funds 
regime all indicate a proactive quality in 
Guernsey’s approach.

Looking back even further, the island 
was the first jurisdiction to have PCC 
legislation. And, of course, the Channel 
Islands Stock Exchange is also based in 
Guernsey.

Fast track fund application
The registered fund, although currently 
only applicable to closed ended funds, 
resembles the QIF, which can still be 
applied to open ended funds. It enables 
us to submit a new fund application to 
the Guernsey Financial Services Com-
mission (GFSC) and to receive approv-
al within three working days. This is 
achievable through the certification of 
the parties involved being undertaken 
by the administrator.

The administrator is separately 
reviewed by the GFSC to see that their 
controls and procedures in adopting 
these application methods on behalf 
of their clients are reliable. The rela-
tive novelty of the closed-ended fund 

regime means that, despite the stream-
lined authorisation process, the number 
of funds registered has not yet reached 
a significant level.

Having worked on a substantial 
number of QIFs in the past, for which 
the application processes are virtually 
identical, we have previously experi-
enced impressive turnaround times, 
with some funds even being granted 
regulatory approval within a day. Praxis 
Fund Services is working on our first 
registered fund.

The self-certification regime for 
QIFs has also proved very successful in  
attracting hedge fund business to 
Guernsey, as well as being used exten-
sively for property and closed-ended 
funds. One of Praxis’ largest clients is a 
fund of hedge fund manager who was 
specifically attracted to the domicile by 
the fast track qualifying investor fund 
regime.

Tax benefits
The tax structure is always a part of the 
package for offshore domiciles, so long 
as it can be demonstrated that the fund 
is controlled and managed from Guern-
sey.

This typically involves: careful struc-
turing at the fund launch stage; a ma-
jority of offshore resident directors 
constituting the board; frequent and 
properly minuted board meetings evi-
dencing the decision-making process  
taking place in Guernsey; and perhaps 
an offshore domiciled fund manage-
ment entity enabling certain marketing, 
compliance and accounting activities of 
the manager to be performed.

From an investor perspective, Guern-
sey is attractive as, unless an investor is 
resident in Guernsey, then they too, like 
the fund, will suffer no Guernsey tax.

Channel Islands Stock Exchange
Another draw for new fund managers 
is the Channel Islands Stock Exchange 
(CISX). The exchange is a proactive and 
go-ahead organisation offering competi-
tive  listing fees.

The application process is extremely 
efficient, which gives certainty to clients 
looking to list on the exchange. You only 
have to look at the statistics for the stock 
exchange’s growth – 2007 is looking like 
another record year – to see that it has a 
continual upwards chart.

It is a good ‘one-stop-shop’ selling-
point to hedge fund managers to say 
that in Guernsey, we have got the ad-
ministration, the lawyers, accountants 
and other service providers – and we’ve 
got the CISX. 

The CISX is more of a technical list-
ing than a trading listing, of course. Ac-
cordingly, funds may decide to dual list 
between the CISX and AIM.

The trade-off in Guernsey’s favour 
is that AIM is not a recognised stock 
exchange for Inland Revenue purpos-
es, whereas the CISX is recognised by 
not only the Inland Revenue but also 
notably the FSA and SEC, among oth-
ers. Hopefully, we will see other market 
participants make more of a market 
with the CISX. 

London-listed Guernsey funds
With Guernsey’s long track record of 
dealing with London-listed funds, one 
of the trends that we have seen in recent 
months is the attraction of several fund 
managers whose hedge strategy may 
involve slightly illiquid assets. In an 
open-ended arena, this makes liquidity 
management quite difficult because of 
the possibility of redemptions – and the 
knock-on effect those redemptions have 
on the illiquid assets.
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Taking the bait



We are seeing a significant number of funds 
coming to Guernsey and creating a closed-end-
ed fund which then lists on the London Stock 
Exchange or even AIM. Being closed-ended aids 
that liquidity management because there are not 
going to be any redemptions. Because it is a Lon-
don-listed fund, it also helps the profile of the 
manager. This is proving attractive for both fund 
of hedge fund managers and certain hedge fund 
managers as well as other illiquid asset class fund 
managers.

Outsourcing of services
The outsourcing of services is undeniably some-
thing that is happening from Guernsey. There are 
various pros and cons in this debate, but Guernsey  
needs to look to outsourcing simply because the 
demand for fund product is very high.

The crucial issue with outsourcing is making 
sure you retain total control over the outsourcing 
– be it a segment of your own organisation that you 
have established in another jurisdiction or some 
form of third party. From the clients’ point of view, 
you have to make this relationship and process 
seamless. The client will want to telephone some-
one in Guernsey to ask questions and seek advice 
– they will not want to phone someone in another 
part of the world.

We must also ensure that responsibility for 
Guernsey funds, regardless of where certain 
administrative tasks are undertaken, remains 
in Guernsey. In this way we can best protect the 
reputation that Guernsey has developed as well 
as ensuring that there is a seamless service for the 
fund manager.

Praxis Fund Services Limited
When you first knock on the door of prospective 
clients, there are factors that distinguish Praxis. 
One is that the business is owner-managed. Most 
boutique-type investment management companies 
are also owner-managed, so they can appreciate 
what that concept involves.

They can also understand our very short ‘deci-
sion tree’. If you are a smaller organisation, you do 
not have to go through various other offices within 
the group simply to make a decision about doing 
the business.

We are more of a niche personal-based organisa-
tion and that is often synonymous with how some 
of our clients run their business, as well. There is a 
commonality of approach to how we do our respec-
tive bits of the job.

Consequently, we can react to a client’s issues that 
much faster, not only at inception, but throughout 
the life of the fund.

Chris Gambrell is the 
Managing Director of 
Praxis Fund Services 
Limited. He has 
been involved in the 
Guernsey offshore 
fund industry for 
over 15 years and has 
recently worked on 
the establishment of 
property, hedge and 
private equity funds. 
Chris is a chartered 
accountant. 
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C onsent for the establishment of a closed-
ended investment fund in Guernsey is 
obtained under the Control of Borrowing 

(bailiwick of Guernsey) Ordinances (COBO). On 
1 February 2007, a new fast-track procedure was  
introduced for closed-ended investment funds. 
This procedure has been adopted in response to a 
recent report which reviewed legislation and regu-
lation of Guernsey’s investment business sector. 
Consequently, there are now three procedures that 
may be followed to obtain COBO consent for a 
closed-ended fund:
n �The ‘normal’ procedure, which involves outline, 

interim and final consent;
n �A ‘fast-track’ procedure for qualifying investor 

funds (QIFs); and
n �A new ‘fast-track’ procedure for ‘registered’ 

closed-ended investment funds (‘registered 
funds’).
QIFs and registered funds are fast-track proce-

dures in the sense that it cuts the time spent by the 
Guernsey Financial Services Commission (GFSC) 
in reviewing the fund and its promoters. Following 
submission to the GFSC of all necessary documen-
tation, and subject to compliance with requisite 
matters, COBO consent should be given in about  
three working days. This is in contrast to the 
‘normal’ procedure, which can take weeks.

Qualifying investor funds
A QIF is identified as such by virtue of restrictions 
placed on the type of investor permitted to invest in 
the relevant fund. They can be either a closed- 
ended or open-ended investment fund, but only 
qualified investors are permitted to invest in them.  
Essentially, a ‘qualified investor’ is someone who is 
deemed able to evaluate the risks and strategy of  
investing in a QIF, and to bear the economic conse-
quences (including the possibility of any loss aris-
ing) of such an investment. A qualified investor is 
either a professional investor – an individual who 
makes an initial investment of at least US$100,000, 
or its equivalent – or an experienced investor, who is 
a knowledgeable employee of a qualified investor. 

Warranties must be obtained from prospective 
investors in a QIF to the effect that they meet the 

requirements of a ‘qualified investor’, to ensure that 
the restrictions are met. At the time of application 
for COBO consent for a closed-ended fund, the 
relevant administrator of that proposed fund must 
warrant to the GFSC that, among other things,  
effective procedures are in place to restrict invest-
ment in that fund to qualified investors.

Registered funds
A closed-ended investment fund that is not offered 
direct to the public in Guernsey can apply to  
become a ‘registered fund’. The administrator of 
the proposed fund is required to give a warranty to 
the GFSC that effective procedures are in place to 
ensure such an offer is not made in Guernsey.

Importantly, a registered fund is not required to 
impose restrictions on the type of investors permit-
ted to invest in the relevant fund. This difference 
from a QIF may be relevant if the fund is consider-
ing listing. A listing authority may not allow an  
entity to be included on its official list where that 
entity has restrictions on potential investors. This 
is a potentially limiting factor for a QIF. 

Promotion of registered funds
The administrator of a registered fund must certify 
that it will not be offered direct to the public in 
Guernsey. In this regard, the GFSC has previously 
provided detailed guidance on what it considers is 
permissible promotion in Guernsey. Broadly speak-
ing, the GFSC allows passive promotion, but not 
active. In this respect, a registered fund:
n �Can be listed; 
n �Has no minimum subscription limit;
n �Can be promoted to any entity or person  

licensed under the Banking Law, Protection of 
Investors Law, Insurance Laws or Fiduciaries 
Law in Guernsey;

n �Is not permitted to directly advertise in the 
Guernsey press; and

n �Can respond to requests for information by any 
individual or entity in Guernsey.

Administrator’s role
Where the normal COBO consent procedure is 
followed, the GFSC will undertake due diligence 
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William Simpson of Ogier explains the three paths to consent for closed-ended funds

Full speed ahead
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of Ogier’s Guernsey 
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in investment funds, 
structured finance, 
banking, corporate and 
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trusts. Simpson, who 
is a qualified barrister, 
has been on the island 
since 1991. He joined 
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featured in the 2006 
edition of Who’s Who 
Legal for private funds.
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and determine whether the promoters 
are ‘fit and proper’, as set out in GFSC 
guidelines. However, where either the 
QIF procedure or the registered fund 
procedure is used, the administrator 
undertakes due diligence of the promot-
ers and, once satisfied, it warrants to the 
GFSC that the promoters and associat-
ed partners are fit and proper. 

The QIF or the registered fund  
regime might be preferred to the  
normal closed-ended procedure if the 
promoters of the fund are known to the 
administrator. Even if they are not,  
the administrator may be able to under-
take those checks more quickly than  
the GFSC. 

The background checks on a pro-
moter that an administrator must carry 
out are similar for a QIF and registered 
fund. The normal closed-ended proce-
dure places with the GFSC the responsi-
bility for due diligence in relation to the 
promoters of the fund.

The GFSC places great reliance  
on the certification of the fund by the  
administrator. Should an administrator 
not provide satisfactory certification, it 
is likely that the administrator will not 
be permitted to participate in the QIF 
or registered fund regime. 

As the onus is on the administrator 
under both of the fast-track procedures, 
its fees will reflect this work.

Licensing of fund’s service providers
Irrespective of which COBO consent 
procedure is adopted for a closed-ended 
fund, a fundamental issue to be taken 
into consideration for the launch time-
table is whether any of the fund’s service 
providers require a regulatory licence. 

For example, in the context of a lim-
ited partnership, a new general partner 
must obtain a licence under the Protec-
tion of Investors (bailiwick of Guernsey) 
Law 1987 (the POI Law). If a general 
partner does not already hold a POI  

licence, it must obtain one prior to seek-
ing COBO consent for the fund itself. 

The time required to obtain a POI 
licence will depend on whether the ben-
eficial owners of the prospective licensee 
are already known to the GFSC. If they 
are not, then the GFSC will undertake 
due diligence. Enquiries should be 
made, on a case by case basis, to get an 
idea about the time it is likely to take to 
obtain a licence.

Over time, it is expected that regis-
tered funds will replace QIFs as the  
preferred ‘fast-track’ procedure for 
Guernsey closed-ended funds. This is 
primarily because a registered fund is 
not required to impose restrictions on 
the type of investors permitted to invest 
in them. However, the QIF procedure 
will remain the only ‘fast-track’ one for 
the authorisation of Guernsey open-
ended investment funds, and it is in this 
context that it will remain an important 
process to expedite applications.
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G uernsey’s proximity to Euro-
pean markets, particularly 
the UK, continues to attract 

new fund managers to domicile on the 
island. The ability to list on the London 
Stock Exchange, AIM and the Chan-
nel Island Stock Exchange, which is 
increasingly being used as an alterna-
tive to Dublin, is an added inducement 
for new and existing funds business to 
use Guernsey as a base of operations.

Certainty to approval process
Guernsey’s standard of regulation is 
high, but the regulator here is still 
seen to be approachable and flexible 
in its working practices. The launch 
of the qualifying investor fund (QIF) 
regime and, more recently, the regis-
tered closed-ended fund regime, which 
happened in pretty short order, have 
also helped to boost Guernsey’s repu-
tation.

In particular, the self-certification 
schemes in place for both the regis-
tered funds and QIFs have helped to 
add certainty to the approval process. 
Fund managers who are ready to take 
a fund to market do not want to be 
kept waiting if they have got investors 
already lined up. When managers are 
out marketing to prospective inves-
tors they need to be able to say to the 
day when the fund will be ready, rather 
than hoping it will be ready in two or 
three weeks, depending on the regula-
tor.

Now managers and administrators 

know that it’s going to be turned around 
in three days, from submission of the 
application. This may not necessarily 
speed up the overall process significant-
ly, but the measure of certainty is key. It 
is important at that stage in the launch 
for all parties to have a defined comple-
tion date. This still allows for a certain 
amount of time for the self-certifica-
tion – for the administrator to perform 
all the due diligence and for all parties 
to get the product into the required 
shape. Previously, that process used to 
occur at the same time as the Guern-
sey Financial Services Commission’s 
authorisation. It is better for all parties 
and for the jurisdiction as a whole that 
we now have this certainty.

The number of QIFs being set up 
is increasing all the time. When the 
regime was first introduced there was 
no minimum investment requirement 
but the subsequent introduction of 
a US$100,000 limit has been a nec-
essary part of the self-certification 
process.

Provision for outsourcing
Previously, applicants for this type of 
fund would have been required to meet 
a number of criteria to prove that con-
tributors to the fund were qualifying 
investors. Now, so long as investors are 
investing more than this amount then 
you can rightfully assume that they are 
deemed to have done so.

With the significant increase in the 
number of funds coming into Guernsey 
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Patrick Firth of Butterfield Fund Services (Guernsey) says recent self-certification 
schemes for funds have naturally led to a rise in business on the island 
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it is inevitable that some degree of 
outsourcing will have to take place. 
Provisions for outsourcing have been 
in place for quite some time, with the 
rules governing the practices originally 
being introduced at the end of the 1990s 
and revised a couple of years ago. The 
framework of regulatory oversight of 
outsourcing is there for administrators 
who wish to take advantage of it.

As a company, we look at outsourc-
ing on a case by case basis – we do 
not generally outsource, but we will in 
certain cases. If we have a significant 
client who already has a tried and tested 
outsourcing structure in place then we 
are quite comfortable working with that. 
There are certain things that we would 
not outsource, however – our corporate 
secretarial work, for instance, is all done 
in Guernsey, for reasons of control. 

Aimed at hedge funds
Providing corporate secretarial services 
to hedge funds is an area in which But-
terfield specialises and is one that has 
gained in importance as hedge funds 
move towards the mainstream. Such 
services are aimed specifically at boards 
of funds for which we provide other as-
pects of administration not as a stand-
alone service. Butterfield offer full facil-
ities for board meetings at our St Peter 
Port offices, with a member of our cor-
porate secretarial team in attendance. 
The service includes the preparation 
of board packs, preparation of reports 
for board meetings and any associated 
work. This aspect of our work is neces-
sarily proactive.

Butterfield also provide services for 
the audit committees for listed funds 
and have the ability to support board 
facilities in other areas of the world 
where fund sponsors are located. Our 
corporate secretarial team are ready to 
attend the hedge fund board meetings 
wherever they take place.

These services to the board are 
becoming more in demand as the cor-
porate governance requirements are 
becoming increasingly important. 
The board’s level of control has to 
 become more clearly documented and 
evidenced. As corporate governance be-
comes more important, the corporate 

secretarial department supporting that 
will consequently grow.

The rise in the numbers of boutique 
administrators in Guernsey is, in our 
view, a natural progression – partly as a 
result of the significant increase in busi-
ness coming to the island. The island 
has a substantial quantity of very skilled 
and knowledgeable people within the 
island, who have been working in the 
industry for quite some time.

Innovative new products
Guernsey has always been innovative, 
especially in bringing out new products, 
and boutique administration is just one 
of those innovations. Over the years we 
have had the Guernsey limited partner-
ships for private equity; open-ended 
investment companies were set up in 
Guernsey some time before other ju-
risdictions and PCCs were set up here 
first as well. As these products are rolled 
out then naturally all the administrators 
will provide niche services.

Butterfield are a large enough player 
to provide all the benefits that concept 
brings with it. We are in Guernsey, Ber-
muda, Cayman and Bahamas. As an 
overall group we have the critical mass. 

We put a lot of emphasis on working 
with advisers and sponsors in setting 
up funds and we work with our clients 
to provide more of a tailored solution. 
We administer a breadth of funds and 
that gives us a corresponding breadth of 
experience.

As part of a larger organisation, with 
the support of the bank offering foreign 
exchange, lending/banking services and 
also custody, we can also offer a better 
solution, working with our sister com-
panies, to provide an offering to cus-
tomers. On the other hand, we do not 
insist on doing that, so if clients wish to 
use other providers for the other servic-
es then they can do so.

Butterfield’s flexibility, from running 
a wide range of different types of fund, 
means that we are in a good position to 
accommodate the increase in closed-
ended business coming into the island, 
in line with the general trend. There is 
more private equity business coming in 
as well, and we have become involved 
with that.

Finally, we do a lot of work providing 
services for family offices – a number 
of the funds being introduced to us are 
coming from that route.
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I n recognition of the need to  
remain competitive in the interna-
tional market, Guernsey recently 

introduced the concept of registered 
funds. This is essentially a fast-track 
process of authorisation, with a three 
working-day turnaround time, for cer-
tain closed-ended investment funds. 
This new process has been in place since 
the start of February, and so far, four 
registered funds have been established.

Structuring a closed-ended fund
As with any investment fund, the usual 
ways of structuring it – through corpo-
rate vehicles, limited partnerships and 
unit trusts – are compatible with the reg-
istered funds regime. In relation to cor-
porate vehicles, Guernsey can also offer 
structuring possibilities to potential pro-
moters, which involves the use of pro-
tected and incorporated cell companies.  

It should be noted that registered 
funds may not be offered directly by the 
issuer to the public within Guernsey, but 
may be listed, for example, on the Chan-
nel Islands Stock Exchange. The regis-
tered funds process may not be suitable 
in the case of funds seeking listing in a 
jurisdiction where a greater degree of 
regulation is required from the home 
regulator, in this case, the Guernsey  
Financial Services Commission (GFSC).

The process
This new regime is a simplification of 
the current procedure. The GFSC will 
require an appropriately licensed 
Guernsey service provider to be ap-
pointed to act as administrator of the 
fund. The administrator must certify to 
the GFSC that:
n �It has performed sufficient due dili-

gence to be satisfied that the promoter 
and associated parties are fit and 
proper;

n �Effective procedures are in place to 
ensure that the fund is not offered  
directly by the issuer to any person 
not regulated under any of Guernsey’s  
financial services regulatory laws 
within the bailiwick of Guernsey; and

n �The status of the registered fund is 
specifically referred to in the offering 
document such that neither the GFSC 
nor the States of Guernsey Policy 
Council has reviewed the offering 
document and that neither the GFSC 
nor the States of Guernsey Policy 
Council takes any responsibility for 
the financial soundness of the fund or 
for the correctness of any of the state-
ments made or opinions expressed 
with regard to it.
Registered funds will have to comply 

with the minimum prospectus disclo-
sure requirements required by a 

proposed generic ‘prospectus’ law. Until 
this legislation is implemented, it is pro-
posed to utilise the existing disclosure 
requirements for closed-ended invest-
ment funds seeking consent under the 
Control of Borrowing (bailiwick of 
Guernsey) Ordinance, 1959 (as amend-
ed).

Registered funds will be required, 
through their administrator, to make an 
initial filing with the GFSC and to sub-
mit notifications in respect of changes to 
the fund, together with annual financial 
statements and quarterly statistical in-
formation. The administrator would be 
required to certify that it has undertaken 
due diligence on the fund’s promoter. 

There should be a standard rubric to 
be incorporated on any offer document 
issued by a registered fund and also in 
its annual report and accounts to the  

Everything you need to know about PCCs and ICCs

What is a protected cell company (PCC)?
The most notable feature of a PCC is that it remains a single legal entity, but with 
separate and distinct cells. 
The assets and liabilities of one cell are kept separate and protected from the assets and 
liabilities of the other cells, as well as from the PCC’s non-cellular assets and liabilities. 
Consequently, the assets of a single cell are available only to the creditors who are credi-
tors in respect of that specific cell. 
Importantly, the PCC is a legal framework by which recourse is limited by law, not simply 
by documentation. Although a PCC may create one or more cells, the PCC remains a 
single legal entity and the creation by a PCC of a cell does not create in respect of that 
cell, a legal entity or person separate from the PCC itself.

What is an incorporated cell company (ICC)?
An ICC is a company which houses within it incorporated cells (each an ‘IC’) that are 
companies within their own right. Unlike a protected cell company, which has separate 
and distinct cells whereby the assets and liabilities of a cell are legally segregated from 
those of other cells, each IC is ring-fenced by virtue of its separate legal existence, apart 
from other ICs and the ICC itself.
Other than certain regulated businesses, there are no restrictions as to the type of 
companies which can be established as, or converted into, ICC or ICs.

Sean Cheong of Collas Day examines registered closed-ended investment funds

Still competitive 
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effect that the fund is registered and that 
the GFSC has relied upon specific war-
ranties provided by the administrator 
when issuing the relevant consent under 
the Control of Borrowing Ordinance. 

Promoter and/or investment manager
The promoter and/or investment man-
ager of a proposed registered fund must 
be an institution which is in good stand-
ing. In other words, neither the institu-
tion itself, nor its directors, controllers 
or senior management,  has been the 
subject of a material disciplinary action, 
or conviction, in the previous five years.

The administrator must certify that 
they have performed sufficient due dili-
gence on the promoter and/or invest-
ment manager so as to be satisfied that 
they have the necessary integrity, sol-
vency and competency, as set out in 
GFSC guidelines. The administrator 
must also document their findings.

Applications on behalf of new pro-
moters and/or investment managers will 
also be considered.

In such cases, the administrator will 
need to consider the track record, expe-
rience and employment history of the 
controllers, directors and management 
of these entities, and show that it is rel-
evant in relation to managing investors’ 
funds, using similar investment strate-
gies to those that will be adopted by the 
registered fund.

Once a fund has been registered, the 
GFSC assesses the due diligence that an 
administrator has gathered on a post-
facto basis, and insists that such due 
diligence must be updated regularly.

With the introduction of this new  
regime, applications for approval of 
closed-ended investment funds may 
now be made in one of three ways:
n �The registered funds regime briefly 

described above; 
n �The three-stage consent process by 

which the GFSC assesses the applica-
tion in detail – the more traditional 
application and considerably more 
time-consuming process, which, in 
time, may become less popular as pro-

moters are able to target more  
defined classes of investors;

n �The qualifying investor funds regime, 
which is restricted to investment 
funds aimed at professional, experi-
enced and knowledgeable investors, 
as defined by the relevant rules.

Application to hedge funds
The new registered fund regime will be 
of considerable assistance to promoters 
wishing to set up a fund quickly. This 
will enable hedge funds and private eq-
uity funds to establish new vehicles  
with the benefit of Guernsey’s excellent 
infrastructure and experienced service 
providers.
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Comparison of ICCs versus PCCs
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T he working party chaired by 
advocate Peter Harwood, which 
published its report in June 

2006, made several recommenda-
tions pertaining to the simplification of 
fund registration. In January 2007, the 
Guernsey Financial Services Commis-
sion (the Commission) confirmed that, 
with effect from 1 February, 2007, new 
regimes would be put into place for:
n �Registered closed-ended investment 

funds; and
n �Principal managers.

This article considers the practi-
cal consequences and positive benefits 
of these changes, particularly from a 
Guernsey administrator’s perspective.

Closed-ended investment funds
To date, closed-ended, as well as open-
ended, investment funds in Guernsey 
have been subject to regulation (and 
regulatory consent) by the Guernsey 
Financial Services Commission (the 
Commission). The new regime in respect 
of the registration of closed-ended funds 
makes several fundamental changes that  
accelerate the consent process.

n �Responsibility
Under the new regulatory regime, rath-
er than the Commission being respon-
sible for the approval of the promoter, 
investment manager and prospectus or 
offering document of the fund, the onus 
falls upon the Guernsey administrator.

Thus, before submitting the relevant 
documentation to the Commission, the 
administrator must undertake sufficient 
due-diligence enquiries and checks on 
the parties referred to above, in accor-
dance with the Guidance Note, dated 
February 2007, in respect of registered 
closed-ended investment funds issued 
by the Commission.

As administrators, we consider it of 
paramount importance for the intro-
ducers of new business to Guernsey (for 
example, fund managers) and/or their 
advisers to look to appoint, and involve, 
the Guernsey administrator early in the 
establishment process, rather than con-
sidering and determining the appoint-
ment just prior to making a submission 
to the Commission. In this way, the  
administrator, with the valued assis-
tance of the Guernsey lawyers, can  
begin its due-diligence processes so that 
it is positioned to make the application 
to the Commission when required.

It is also incumbent upon the admin-
istrator to ensure that the fund will not 
be offered direct to the public within the 
bailiwick of Guernsey. Further, it needs 
to satisfy itself that the prospectus or 
offering document contains adequate 
disclosures.

n �Streamlined approach
Once the administrator is comfortable 
that it can report positively with respect 
to all of the above aspects, it can then 
submit duly completed documentation 
to the Commission. In effect, the same 
documentation needs to be included 
with this submission that would have 
been completed and dealt with his-
torically by the Guernsey lawyers when 
seeking approval for a regulated fund, 
namely:
i) �Forms GFA and APC;
ii) �Form PQ for all relevant individuals; 

and
iii) �Certified final copies of the prospec-

tus or offering document, applica-
tion or subscription form, consti-
tutive documents and all material 
agreements.

Additionally, the administrator 
must make three declarations, formally 

confirming that it has done the tasks  
referred to in the paragraphs above.

n �Certainty
Perhaps the change of most immediate 
interest to the introducers of fund busi-
ness to Guernsey is how long it takes the 
Commission to give the necessary con-
sent. This remains up to six weeks for  
regulated funds. For registered funds, 
the Commission will issue the necessary 
consent under the Control of Borrowing 
Ordinance within three working days of 
receipt of the Form REG and accompa-
nying documentation.

In the short time since the process has 
been introduced, reaction has been pos-
itive. This was illustrated at a seminar 
in London in March hosted by Guern-
seyFinance and the Guernsey Invest-
ment Fund Association, which was well  
attended by fund industry practitioners.

In summary, the features and ben-
efits of this regime for registered closed-
ended investment funds are:
n �Responsibility – now placed upon the 

administrator to review;
n �Streamlined application – a one-stage 

process, rather than the previous 
three-step one; and 

n �Certainty – once documentation has 
been submitted, consent is given 
within three working days.

Principal manager
Historically, it has been necessary 
for open-ended funds domiciled in 
Guernsey to have a locally based prin-
cipal manager, traditionally ‘run’ by the 
Guernsey administrator, ensuring that 
the decisions (or recommendations) of 
the onshore investment manager/advis-
er are replicated within Guernsey.

The removal by the Commission 
of the requirement to have a principal 
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manager enhances the ability of the 
structures to have greater flexibility, as 
well, of course, of reducing the overall 
fees and costs of running such an entity.

However, it is interesting to note that 
there remains a trend among fund man-
agers to establish a Guernsey principal 
manager, with a physical presence on 
the island. This may be considered to be 
driven, at least in part, by the need to 
demonstrate that mind, management 
and control are being exercised offshore 
from a UK, or other jurisdictional, tax 
perspective. This gives rise for further 
opportunities for Guernsey administra-
tors to assist in this regard.

Specifically, not only can the Guern-
sey administrator provide all aspects of 
administration to the principal manag-
er, but also dedicated office space, com-
munications and employee resourc-
es. Increasingly, enquiries are being 
made to determine what appears to be  
perceived as a cost-effective way of  
beginning to establish a full physi-
cal presence of the fund manager in  

Guernsey, with the ultimate aim of mov-
ing the successful individuals respon-
sible for the investment management 
decision-making process to Guernsey, 
establish an office and employ staff for 
that company. 

Conclusion
The above changes illustrate the con-
tinued importance of the role of the ad-
ministrator for funds to be serviced from 
Guernsey. It is needed not only after a 
fund has been launched to provide on-
going administration services, but also 
at the outset, thus enabling the Guern-
sey funds and linked management com-
panies to be established and authorised 
in the most efficient manner.

These two new regimes further 
demonstrate the desire of the fund in-
dustry in Guernsey to move forward in 
enhancing its share in an increasingly 
competitive marketplace. Allied to this 
is the responsive, pragmatic and flex-
ible approach of the Guernsey Financial 
Services Commission, thus enabling the 

necessary changes to be implemented in 
a timely and efficient manner.

Guernsey remains a jurisdiction in 
which there is a high skill base among 
the specialist administration providers 
that continues to engender confidence 
among the introducers of new business. 
These changes enable such introducers 
of funds business to see why Guern-
sey  should remain high on their list of 
jurisdictional locations where their 
funds can be domiciled and managed in 
one central location.

Martin Tolcher is manag-
ing director of Legis Fund 
Services, which provides 
valuation, accounting, 
administration and share-
holder services to a range 
of fund entities registered 
in Guernsey as well as 
jurisdictions such as  

Cayman and the British Virgin Islands, from its 
offices in Guernsey. He is a member of the Securities 
Institute and has been involved in the fund  
administration industry in Guernsey for 20 years. 
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E ver-changing, forward-thinking legisla-
tion and increasingly straightforward reg-
ulations are making it easier to establish 

new funds in Guernsey. The introduction of the 
protected cell company (PCC) concept, the success 
of the qualifying investor funds (QIFs) and the 
Harwood Report provide adequate illustrations of 
this in recent years.

The rationale of the Guernsey Financial Services 
Commission (GFSC) is obvious – make it quick and 
easy, and more fund business will be attracted to 
Guernsey. The manner in which it has been 
achieved has also been important because the Com-
mission has done it through close dialogue with the 
fund industry, ensuring that everyone is onside.

The figures speak for themselves: the GFSC  
reported funds under management and adminis-
tration for 2006 of £130.2bn. This represented a 
year-end high and a 30.2% increase over the year. 
Also of interest is that non-Guernsey schemes for 
which some aspect of Guernsey administration or 
management was provided increased in value by 
21.2% to a new high of £25.1bn.

These figures reflect an important, and perhaps 
unexpected, spin-off from the continual and  
dynamic changes – they have encouraged the 
evolution of the boutique fund administrator.

Boutiques have always been around, but the  
intense and rapid changes to the regulatory envi-
ronment in recent years, together with the high 
costs of compliance and corporate governance, 
priced them out of the market. Arguably, there was 
a period of consolidation in the market that saw 
the boutiques swallowed by the larger corpora-
tions, while the industry took stock of the impact 
of the legislative and regulatory changes.

However, several years on, the constructive 
manner in which the regulatory authorities have 

managed to relax the rules, while maintaining their 
robustness and efficacy, has encouraged the 
re-emergence of the boutique administrator, as the 
industry’s entrepreneurs seize the opportunity.

So, what does the boutique fund administrator 
offer that large institutions do not? Primarily, a 
boutique such as Louvre Fund Management offers 
a friendly, hand-holding service. We do not provide 
custody, banking or legal work. Instead, the bou-
tique offers a closer relationship and a single point 
of contact with a specialist administrator. They, in 
turn, will work with the manager and advisers to 
the fund or recommend appropriate service pro-
viders in Guernsey. In doing this, they offer choice 
and take on a crucial co-ordination role. 

The boutique is also an advantage to smaller, 
perhaps less experienced, fund managers. Larger, 
more experienced institutions go straight to the 
large Guernsey institutions because they require 
the full suite of services. They will be looking for 
custodial, legal, banking and accounting services 
as a one-stop, often fee-negotiable, package.

However, the smaller manager may require an 
initial consultancy process during which the more 
personal boutique, such as Louvre, can guide the 
manager through the options available for their 
needs. Maybe they need a cell in a PCC, to follow 
the QIF route or to establish a limited partnership. 
Whatever the requirement, boutiques such as  
Louvre co-ordinate, advise and follow the process 
through to the establishment of the fund. 

What follows from the boutique is the provision 
of a bespoke and personal administration service 
meeting the precise needs of the manager – wheth-
er a specialist fund manager or one who has all of 
the other services on tap already and simply needs 
administration of the fund to be demonstrably in 
Guernsey.

Kevin Gilligan of Louvre Fund Management explains how boutique fund administrators 
have begun to make their mark

Boutiques want to 
hold your hand

Kevin Gilligan is an 

associate director  

of Louvre Fund 

Management, with 

responsibility for the 

day-to-day operation 

of the company and  

its clients. He joined 

five years ago, 

bringing with him 

asset management 

expertise. Gilligan has 

been instrumental in 

the establishment and  

development of the 

fund administration 

business.
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The importance of this last point cannot be 
over-emphasised, particularly for many UK  
and European fund managers who have suffered 
increased scrutiny from their regulators in recent 
years. The principal reason for this is the taxation 
perspective.

The UK revenue has included the offshore funds 
sector as part of their ‘special arrangements’ initia-
tive and investigations, and their focus is on iden-
tifying the ‘true’ jurisdiction of management and 
control. Clearly, they hope to show that the fund is 
UK resident and therefore liable to tax there.

Using a boutique that can offer qualified and 
knowledgeable non-executive directors to the 
board and, importantly, hold regular and frequent 
board meetings to demonstrate administrative 
knowledge and control, is crucial. They will also be 
closer to the manager and have a greater depth of 
understanding of the underlying business. In short, 
they will be more involved.

It is also worth highlighting Guernsey’s proxim-
ity to the UK and Continent, which allows directors 
based elsewhere to attend regular board meetings.

The rise in Guernsey of the small specialist  
boutique administrator and manager reflects the 
success of the island’s fund industry. They are a  
response to the needs of the growing number of  
alternative fund managers and they reflect the 
depth of experience and expertise that is available 
on the island, as well as the maturity of the indus-
try as a whole.

Louvre Group
Established in Guernsey in 1976, the Louvre Group 
has grown into a successful, privately owned inter-
national operation offering confidential, personal 
and professional offshore and onshore services  
to private and corporate clients. The company has 
developed into a strong, multi-disciplinary profes-
sional business with offices in Guernsey, the  
UK, Switzerland and Liechtenstein. It is shortly to 
establish a presence in Dubai and Hong Kong, and 
has associate offices in the British Virgin Islands, 
as well as affiliates in many other countries as a  
result of its association with UHY International.

The Louvre Group provides clients with a  
diverse range of services with tailored solutions for 
their wealth and business management needs  
using structured financial arrangements and  
products, and the use of both onshore and offshore 
entities. Its wide-ranging client base has assets of 
more than £1.4bn.

The Louvre Fiduciary Group, the principal 
holding company of Louvre Group, is located in 
the financial heart of Guernsey’s capital, St Peter 
Port. It is registered as a fiduciary company, under 
a full licence issued by the Guernsey Financial Ser-
vices Commission. The island is internationally 
recognised as an ideal location for fiduciary busi-
ness as a result of its stable economic and political 
environment, and its independent government 
supported by a low tax base and a first-class legal 
infrastructure.

GUERNSEY special report 2007		     		      ADMINISTRATION


	001_HFMGuernsey.pdf
	003_HFMGuernsey.pdf
	005_006_HFMGuernsey.pdf
	008_009_HFMGuernsey.pdf
	010_011_HFMGuernsey.pdf
	013_014_HFMGuernsey copy.pdf
	016_017_HFMGuernsey.pdf
	018_019_HFMGuernsey.pdf
	020_021_HFMGuernsey.pdf
	022_024_HFMGuernsey.pdf
	026_027_HFMGuernsey.pdf
	028_029_HFMGuernsey.pdf
	031_032_HFMGuernsey.pdf
	034_035_HFMGuernsey.pdf
	037_038_HFMGuernsey.pdf



