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Introduction
The Global Fund Media Guide to Relocation 2016 is the fifth edition of this 
unique online publication being made available to the 50,000-strong audience 
of investment managers, institutional investors and fund service providers 
that read GFM’s family of investment management newswires daily.

The focus of the Guide is to help managers, promoters and their advisers 
decide where best to locate their investment funds – and themselves – and 
complements the daily news, special reports and fund data delivered through 
our specialised investment management portals (see below for complete list).

This edition of the Guide draws together in one volume the key points 
covering the relocation of investment funds and managers to the following 
major jurisdictions – The British Virgin Islands, Gibraltar, Guernsey, Ireland 
and Malta.

The Guide goes from strength to strength with the support of leading law 
firms, service providers and jurisdiction promoters, and in this regard we 
would like to thank all the firms who feature in this Guide for their invaluable 
time and assistance in preparing a comprehensive overview of each 
jurisdiction.

We look forward to your feedback and participation in forthcoming editions 
of this Guide.

Sunil Gopalan 
Chairman & Publisher 
GFM Limited 
globalfundmedia.com

Hedgeweek.com 
Institutionalassetmanager.co.uk 
Wealthadviser.co 
Privateequitywire.co.uk 
Propertyfundsworld.com 
Etfexpress.com 
AlphaQ.world 
GFM Events
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Since the BVI introduced the Approved 
Manager regime at the end of 2012 demand 
has been strong. Currently, there are 101 
Approved Managers licensed in the BVI. 

In its initial incarnation, any manager 
running an open-ended BVI fund with no 
more than USD400million in AuM or a closed-
ended fund with USD1billion of aggregate 
capital commitments could apply for the 
Approved Manager license. The reason for 
introducing the regime was to allow smaller 
managers and start-ups to avoid the Category 
3 investment business licensing regime under 
the Securities Investment Business Act (SIBA), 
which became the BVI’s principal legislation 
in 2010.

On 2 January 2014, an extension to the 
regime was brought into legal force. This 
means that managers of non-BVI funds that 
are located in recognised jurisdictions can 
avail of the Approved Manager regime. 

The BVI Approved Fund & BVI Incubator 
Fund
But whereas this allows managers to get 
used to the BVI and learn that it offers light 
touch regulation, what was also needed 
was an equivalent fund product. That is now 
possible with two new products: the BVI 
Approved Fund and the BVI Incubator Fund. 
Could you explain some of the key features 
of these fund structures?

The incubator fund is aimed at managers 
who do not necessarily have the benefit of 
seed investor capital but who wish to set 
up quickly and establish a track record with 
minimal set-up costs and without having to 
comply with onerous regulatory obligations. 
The product is therefore expected to be 
attractive to start-up managers who are 
seeking the best environment to grow their 
AUM in the most cost-efficient manner.

“The incubator fund is permitted to 

BR IT ISH  V IRG IN  I SLANDS

British Virgin Islands
Approved Manager regime drives demand
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If the BVI is going to become the home 
of the emerging manager, we have to 
acknowledge some of the key requirements 
for that segment of the market. One of those 
is the importance of speed, with both new 
fund products being able to commence 
trading within two business days of lodging 
a completed application for approval with the 
Commission.   

“It is anticipated that the legal costs will 
be lower than those associated with setting 
up a private or professional fund in the BVI, 
largely because the mandatory information 
to be contained in the offering documents 
of these funds is greatly reduced, thereby 
allowing these funds to use short-form term 
sheets where appropriate.  

“When you combine this cost saving, 
together with the option to only appoint 
the service providers that the manager 
believes the fund requires, the new regime 
will provide significant cost savings to an 
investment manager of one of these funds. 
When coupled with the ‘light touch’ approved 
manager product, the British Virgin Islands 
now offers an emerging manager everything 
they might need to launch as quickly and 
prudently as possible,” says Graham. 

The introduction of these two new fund 
products, to complement its popular existing 
funds offering, underscores the bold intention 
of the BVI to remain on the cutting edge of 
the financial services market.

The BVI Company
Part of the BVI’s popularity is that the BVI 
fund is such a well-established and well-
recognised product among the global 
investment community. For private equity 
managers, the BVI has a good corporate 
statute in the BVI Business Companies Act 
2004 (the “BC Act”).

operate for two years (with the possibility 
of one additional year) with no mandatory 
requirement to appoint functionaries (i.e. 
administrator, custodian or manager) and 
no requirement to appoint an auditor and 
therefore is free to appoint any of these 
that the manager actually feels he needs to 
get off the ground,” explains Philip Graham, 
Partner at law firm Harneys. 

This high degree flexibility is contingent 
upon the fund remaining within the relevant 
thresholds applicable to the fund at all times. 
These thresholds are:
• a maximum of 20 investors;
• a minimum initial investment of USD20,000 

by each investor; and
• a cap of USD20million on the value of the 

net assets of the fund.
The approved fund is aimed at managers 
who wish to establish a fund for a longer 
term, but on the basis of a more private 
investor offering, which may appeal to 
family offices or an investor base of close 
connections.

It too has relevant thresholds:
• a maximum of 20 investors at any one 

time; and
•  a cap of USD100million on the value of 

the net assets of the fund.
“The approved fund has similar 
characteristics to the long-standing private 
fund recognised under the Securities and 
Investment Business Act, 2010 including 
no minimum initial investment for the 
investors. However, unlike the private fund, 
the approved fund is not required to appoint 
an auditor, a manager or a custodian. To 
ensure there is some suitable oversight of 
the operations of the fund, it is required 
to appoint an administrator which will be 
reassuring to potential investors,” says 
Graham.

Unlike the incubator fund, the approved 
fund does not have a restricted validity 
period and can continue to operate as an 
approved fund for the full duration of its 
lifetime, unless:
• a decision is made to voluntarily apply to 

the Commission to recognise the fund as 
a  private or professional fund;

• it is required to convert into a private or 
professional fund upon exceeding one of 
the  relevant thresholds; or

• it elects to wind up its operations.

“The British Virgin Islands 
now offers an emerging 
manager everything they 
might need to launch as 
quickly and prudently as 
possible.”
Philip Graham, Harneys

www.globalfundmedia.com


GUIDE TO RELOCATION GFM Special Report Dec 2015 www.globalfundmedia.com | 6

BR IT ISH  V IRG IN  I SLANDS

With all of the regulatory obligations that 
surround the global investment funds 
industry right now, the barrier to entry for 
emerging managers is only getting higher. 
More managers are simply unable to find 
the capital to make it financially worthwhile 
putting a vehicle together. 

“The BVI funds community absolutely 
recognises that fact and is looking to assist 
at every rung on the ladder to ensure that 
a manager not only has a firm and reliable 
base upon which to start, but also minimises 
some of the many difficulties the emerging 
manager faces,” emphasises Graham.

The BVI has a friendly, experienced and 
highly sought-after collection of service 
providers, along with a regulator (BVI FSC) 
who recognises the importance of a quick 
response and understands the commercial 
reality of the industry. 

When one considers all of the advantages 
that the BVI offers as the leading jurisdiction 
for offshore incorporations, along with the 
fact that the vast cost-savings that can be 
made by using a BVI fund will be directly 
attributable to the fund and therefore the 
underlying investors as well, “we genuinely 
believe that one of the standard questions 
in a prudent investor’s due diligence 
questionnaire should actually be turned on 
its head from ‘Why have you chosen a BVI 
fund vehicle?” to ‘Why haven’t you chosen a 
BVI fund vehicle?’” concludes Graham. n

Nevertheless, partnerships are also 
increasing in popularity and this is set to 
continue in 2016 when the new Partnership 
Act will be introduced. Many of the BVI’s 
advantages are common to numerous other 
jurisdictions (English language, absence of 
currency exchange controls, US dollar as a 
currency, stable democracy, common law 
legal system with final appeal to the Privy 
Council in London), but a number of other 
advantages are not:
• Taxation – BVI has no income tax, 

corporation tax, capital gains tax, 
wealth tax or similar fiscal laws. Whilst 
companies will normally pay taxation in 
the usual way in countries where they 
engage in business, using a BVI company 
as a fund vehicle can create a tax neutral 
layer in the overall fund structure thereby 
streamlining and simplifying the taxation 
involved to the relevant domicile of each 
individual investor.

• Speed – Subject to satisfying relevant 
KYC requirements, companies can be 
incorporated quickly by licensed registered 
agents via the BVI’s online electronic 
interface, usually within 24 hours.

• Names – BVI companies may be 
incorporated with foreign character names 
(e.g. a Chinese name) in addition to their 
English name.

• Cost – BVI companies are still comparatively 
inexpensive compared to other premium 
jurisdictions such as Cayman and Bermuda, 
and most mid-shores such as Hong Kong 
or Singapore. The regulatory fees, both on 
formation and on an annual basis therefore 
are also competitive.

• Confidentiality – Although safeguards 
exist to prevent abuse of corporate 
confidentiality in relation to money 
laundering and international crime, law 
abiding companies can exist with the 
confidence of privacy.

• Corporate flexibility – Company law in the 
BVI is designed to provide the maximum 
flexibility consistent with common law 
legal systems. Companies are permitted 
to undertake any lawful act or activity, and 
there are no strictures relating to corporate 
benefit. This allows asset managers to get 
extremely creative with their product in 
certain circumstances, to ensure that the 
needs of investors can be met.

www.globalfundmedia.com
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Dillon Eustace is one of Ireland’s leading 
law firms focusing on corporate and M&A, 
financial services, banking and capital 
markets, litigation and dispute resolution, 
real estate, insurance and taxation. 
Headquartered in Dublin, Ireland, the firm’s 
international practice has seen it establish 
offices in Tokyo, New York, Hong Kong and 
the Cayman Islands. Within our seven main 
practice groups we have developed teams 
focusing on specific practice areas, bringing 
together in a co-ordinated fashion, lawyers, 
tax advisers and compliance professionals 
from different teams to advise on specific 
parts of a client’s transaction or matter.

Background to development
Ireland is Europe’s leading onshore hedge 
fund market. Over the past 30 years, since 
the outset of the UCITS fund regime, 
the jurisdiction has dedicated significant 
resources to building out its financial 
services industry. This investment by industry 
and governmental bodies has helped to 
grown an industry which today, according to 
Irish Funds (formerly the Irish Funds Industry 
Association), is home to 6,080 Irish-domiciled 
funds (including sub-funds) accounting for 
EUR1.78trillion in net assets. Taking into 
account all funds (UCITS, non-UCITS and 
non-Irish domiciled funds) those figures 

rise to 7,283 funds and EUR2.45 trillion 
respectively.

A physical manifestation of Ireland’s 
expertise in servicing funds of all shapes 
and sizes, the Irish Financial Services Centre 
in Dublin (“IFSC”) was set up by the Irish 
Government in 1987. The IFSC employs 
35,000 people, an extremely large proportion 
of who are wording at the apex of the 
international financial services industry, and 
is home to half of the world’s top 50 banking 
groups, including all major administrators, 
depositaries, law firms, accounting 
firms in addition to numerous financial 
technology firms.

“Ireland has the benefit of being home to 
a huge wealth of professionals who have not 
only worked in Ireland, but also internationally 
for many years,” says Derbhil O’Riordan, 
Partner at Dillon Eustace (Cayman). “It 
isn’t only Irish funds that are serviced from 
Ireland. If you look at the number of non-Irish 
domiciled funds being serviced, there are 
now approximately 7,700. Service providers 
in Ireland therefore not only have an ongoing 
engagement with the Irish funds industry, they 
engage with funds and fund sponsors that 
operate outside of the EU, giving an extremely 
wide range of experience and are well placed 
to support new product innovations as and 
when they arise.”

I RELAND

Ireland
Europe’s leading hedge funds jurisdiction
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The level of seniority that Ireland can 
draw upon from within the domestic industry, 
together with the number of graduates 
entering the financial services industry 
annually, makes it uniquely placed to support 
fund managers.

Flexible options under AIFMD 
Consistently lauded by industry as a flexible 
place to do business, Ireland was faced with 
the same challenges under AIFMD as its 
European counterparts. In particular, Ireland 
was for-runner in offering solutions to the high 
operating and compliance costs of running an 
Alternative Investment Fund Manager (AlFM), 
as required for all EU Non-UCITS. 

The Irish funds industry offered a number 
of solutions to fund managers, including self-
managed AIFs (with an “internal” AIFM), but 
the most notable development within the 
industry in Ireland in response to AIFMD has 
been the use of AIFM platforms, whereby third 
party service providers are establishing Irish 
AIFMs “for rent” to fund managers, (particularly 
non-EU managers) who wish to market funds 
into Europe and benefit from economies of 
scale offered by a “platform” solution. 

O’Riordan described this route as 
“extremely attractive to those fund managers 
without an existing regulatory footprint in 
Europe”. “Third party AIFMs offer managers 
the option to join their platform, which will 
usually be an umbrella structure with a 
number of sub-funds or alternatively, to set up 
their own umbrella scheme and then appoint 
the AIFM to run it,” explains O’Riordan. 

“A third party AIFM will generally have 
its own service provider relationships 
and established, tried and tested fund 
documentation. Equally though, the AIFMs 
that Dillon Eustace work with day to day are 
extremely flexible in their offerings and will 
be agnostic as to which administrators, or 
depositaries the investment manager prefers 
to use. There are huge economies of scale 
to using a third party AIFM: they will already 
be meeting the regulatory requirements, 
they will have all the risk management and 
reporting capabilities in place, etc.”

The Irish Qualified Investor Alternative 
Investment Fund (‘QIAIF’)

The Irish Qualified Investor Alternative 
Investment Fund (QIAIF) is the preferred 
fund structure used by investment managers 

wishing to avail of the AIFMD fund passport. 
The Central Bank of Ireland (“Central 

Bank”) and AIFMD legislation does not 
impose investment restrictions or parameters 
on QIAIFs in the same way as apply to 
UCITS funds. Instead, the QIAIF regime 
imposes minimum disclosure requirements 
including disclosure as to investment 
strategy, use of leverage borrowing and 
liquidity provisions in a QIAIF. The Central 
Bank QIAIF rules primarily relate to how an 
investment manager discloses to investors 
what it is they intend to do with the fund. 

This flexibility has made the QIAIF the 
vehicle of choice for both hedge and private 
equity fund managers, with the varying 
fund structures, including Irish Collective 
Asset-Management Vehicles (‘ICAV’), Unit 
Trusts, Limited Partnerships and Corporate 
entities offering a variety of solutions for fund 
managers seeking efficient tax structuring 
for investors. Given tax considerations 
of end-investors, the first step towards 
establishing a QIAIF is to consider which 
legal structure to use.

“Concurrently, the investment manager 
should decide which service providers they 
want to use. Fund managers making this 
choice will usually consider whether they 
are going to set up their own AIFM, or use 
a third party AIFM, use an existing platform, 
or set up a standalone platform at the same 
time as choosing relevant service providers.” 

“Once those decisions have been made 
and the relevant parties have been chosen, 
the manager will need to draft the fund 
documentation. This will include the AIFM 
Agreement, the Investment Management 
Agreement, Administration and Depositary 
Agreements etc. AIFMD is quite prescriptive 
on the terms that must be included in 
these documents, which can present a 
challenge for managers. In particular, AIFMD 
requires that an AIFM is required to meet 
certain conditions regarding payments of 
remuneration of staff, to ensure that the 
salaries and bonuses they are paid do not 
encourage excessive risk taking in portfolio 
management. The AIFM is required to 
ensure that its delegates comply with these 
rules, bringing third-country (for example 
SEC registered investment managers) within 
the remit of the AIFMD remuneration rules,” 
explains O’Riordan. 

I RELAND

Derbhil O’Riordan, Partner at 
Dillon Eustace
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An Irish QIAIF has a minimum investment 
of EUR100,000 per professional investor 
though in certain circumstances this 
minimum will be raised to EUR 500,000. For 
example, O’Riordan notes recent examples 
of QIAIF fund-of-funds structures investing 
into Cayman structures who, depending on 
their exposure to a given fund, would need 
to impose the higher investment minimums 
on their own investors. 

Speed to market
Provided the AIFM and all key service 
providers are in place, in order to achieve 
authorisation of a QIAIF, all that will be 
required will be a regulatory filing at the 
Central Bank, when all fund documentation 
is agreed between the parties. 

“The Central Bank issues authorisation on 
a one business day basis and is extremely 
practical in that sense.” 

“With the help of the fund manager’s 
appointed law firm, provided all the 
documentation is in place and submitted 
by 3pm, the CBI will send out a letter of 
authorisation the following business day. 
Fund managers would need of course to bear 
in mind any requirements prior to making 
the submission, for example, pre-clearance 
of Directors, or establishment of an ICA or 
corporate structure,” confirms O’Riordan.

Once the QIAIF has been authorised, 
from a marketing perspective the investment 
manager will need to notify the CBI of 
each EU Member State into which they 
wish to market the QIAIF. Although this is 
a straightforward procedure, the process 
can take up to 20 business days before the 
manager receives confirmation from the 
relevant EU jurisdiction that they are free to 
market their fund(s) there. 

Irish ICAV
A key development in Ireland in the past 12 
months is the new ICAV structure, which 
is poised to take the place of the public 
limited company as the “go-to” structure for 
Irish funds. 

What the ICAV offers, is a corporate-type 
vehicle specifically providing for investment 
funds, outside of Irish corporate legislation. 

A huge advantage of the ICAV for US 
investors is that it will not automatically 
be considered a corporation for US tax 

purposes and can elect to ‘check-the-box’. 
This allows it to be treated as a partnership, 
or disregarded entity, for US federal tax 
purposes and more readily facilitate 
investment by US taxable investors and/
or US taxable and tax-exempt investors in a 
master feeder fund structure. 

“Another advantage of the ICAV is that 
the constitutional document, the Instrument 
of Incorporation, can be amended in most 
circumstances with depositary approval. 
This contrasts very favourably to the 
Memorandum and Articles of Association of 
a public limited company which requires the 
sanction of shareholders even in the case of 
a small administrative or regulatory change. 

“The ICAV also offers flexibility in that 
financial statements can be published on 
a sub-fund by sub-fund basis. This allows 
the investment manager to comply with 
reporting rules on a more practical basis by 
saying that they will comply within certain 
timeframes in accordance with the launch 
of the sub-fund, rather than the umbrella 
structure as a whole,” says O’Riordan.

“If a manager decides to convert an Irish 
plc. into an ICAV, they should consider all 
of the benefits, together with any potential 
drawbacks for their investors. For example, 
if a change is being made in order to “check 
the box”, regard should be had to what 
impact that could potentially have on existing 
US investors in the fund.” says O’Riordan. 

A few key features of the ICAV:
• Authorisation and supervision by the 

Central Bank;
• Establishment as a UCITS fund or an AIF;
• If established as an AIF, it may be 

structured as open-ended, closed ended 
or with limited liquidity;

• Possible establishment as an umbrella fund 
with segregated liability between sub-funds;

• Multiple share classes;
• The assets of the ICAV must be entrusted 

to a depositary;
• The paid up share capital of the ICAV 

must be equal to the net asset value of 
the ICAV;

• Registered office in Ireland;
• Board of directors and a minimum of two 

directors;
• A secretary must be appointed;
• The name of the ICAV must be approved 

by the Central Bank of Ireland. n

I RELAND

Biography: Derbhil O’Riordan’s 
practice covers both the 
hedge fund and private 
equity space and her legal 
expertise lies in establishing, 
structuring and operation of 
Cayman and Irish structures. 
Recent deal highlights include 
establishment of a multi-
tiered, cross-jurisdictional 
private equity structure 
allowing EU investors 
access to off-shore funds, 
establishment of UCITS CTA 
funds using automated trading 
systems and ongoing advices 
to Cayman AIFs on accessing 
European capital.
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Gibraltar is a peninsula located on the 
southern tip of Iberia and is home to 32,000 
people. It is the only British jurisdiction 
located in continental Europe. For managers, 
particularly those based in the UK, who are 
searching for options on where to establish 
an AIF, and indeed an AIFM, to comply with 
the AIFM Directive, the fact that Gibraltar is 
an English-speaking peninsula, uses Sterling 
as its currency, and has a legal system 
based on English common law, makes it 
highly appealing. 

For lovers of golf, there are hundreds of 
golf courses within a 50-kilometre radius. 
There are great beaches, the Spanish city 
of Malaga is within easy reach, and for the 
winter, the Sierra Nevada ski resort is no 
more than a 3-hour drive away. Most air links 
are to the UK from Gibraltar. It’s a 2.5-hour 
flight. BA flies from Heathrow, while EasyJet 
flies from Gatwick and Bristol. 

Malaga airport is just over a 1-hour 
drive away and that offers direct flights to 
numerous European cities including Paris 
and Frankfurt.

Whereas Jersey and Guernsey are well-
known offshore jurisdictions, Gibraltar 
provides an onshore European option for 
managers who wish to make full use of the 
funds marketing passport under AIFMD; 
something that Jersey and Guernsey are 
still not yet able to avail of, despite ESMA’s 
recent recommendation that they should 
achieve ‘Third Country’ status. 

The AIFMD was transposed into Gibraltar 
law on 22nd July 2013 but the FSC chose not 
to gold plate the regulations. 

“We’ve had roadshows in Singapore, 
Hong Kong, Switzerland, London and New 
York; we’ve been on the road quite a bit 
spreading the word and telling people 
about the benefits of Gibraltar. We’ve raised 

Gibraltar
Onshore European option for managers using AIFMD

GIBRALTAR
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G IBRALTAR

A significant step forward in Gibraltar’s 
development as a fund domicile jurisdiction 
was the introduction of the Experienced 
Investor Fund regime in 2005. This was 
revised in 2012 to build on the progress 
achieved through the previous legislation. 

EIFs currently established in Gibraltar are a 
diverse assortment of open-ended and closed-
ended funds with asset classes ranging from 
standard tradable securities to property, private 
equity, venture capital, fund of funds and other 
alternative investment classes.

“If you want to set up a fund with your 
own money, and perhaps friends and family 
money, and you don’t want the pressure 
of complying with the regulation of having 
an EIF, you have the option to set up a 
Private Fund. A Private Fund does not 
require an annual audit, nor does it need 
an administrator or custodian. It can help 
managers dip their toe in the water and 
test out their investment strategy prior to 
establishing a regulated fund vehicle. 

“After a year, depending on the size of 

the profile of the jurisdiction and put it on 
people’s radar,” says Philip Canessa, Senior 
Executive, Funds & Asset Management, 
Gibraltar Finance. 

“One of the main points we stress is 
that Gibraltar is in the EU. If you are a 
manager based in the US or Asia and you 
want to market into the EU, Gibraltar is 
a good option. In Hong Kong, managers 
automatically think of the BVI and Cayman 
as leading offshore jurisdictions to 
incorporate a fund; what we like to say is 
that we can be thought of as the onshore 
European equivalent of Cayman.”

Over the years, Gibraltar’s funds industry 
has been steadily growing with respect to 
its specialist workforce, its service provider 
infrastructure and the number of investment 
funds that today form a key tenet of 
Gibraltar’s financial sector alongside banking, 
insurance and private client services. In total, 
it is home to approximately 100 Experienced 
Investor Funds (‘EIFs’), managing in 
excess of GBP2.5billion of assets under 
management. 

The EIF regime continues to grow, and 
thanks to one particular feature, known as 
the pre-authorisation launch mechanism, 
managers are able to enjoy unrivalled speed 
to market within the EU.

Given that many EIFs are structured as 
Protected Cell Companies, using a sub-fund 
arrangement, it is estimated by the Gibraltar 
Funds & Investments Association that as of 
December 2014, some 180 different sub-funds 
were active on Gibraltar. 

“Regulation, reputation and speed to 
market are the three key features of Gibraltar. 
We are a small jurisdiction so we take 
reputation extremely seriously. We are well 
regulated but we don’t go as far as gold 
plating regulation. We work in partnership 
with the FSC and the private sector to help 
Gibraltar’s financial services industry to grow. 
And speed to market is vital for managers 
(who already have asset commitments from 
investors),” says Canessa.

EIFs versus private funds
Gibraltar’s flexible funds legislation provides 
for a variety of fund products, ranging 
from small unregulated private schemes to 
regulated professional funds for experienced 
investors and UCITS retail funds.

“Regulation, reputation and speed to market 
are the three key features of Gibraltar. 
We are a small jurisdiction so we take 
reputation extremely seriously.”
Philip Canessa, Gibraltar Finance
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law to make a “tick the box” election and 
thereby be treated, for US tax purposes, as 
partnerships. In some cases, this obviates 
the need to set up a US feeder fund 
structure for US investors.

Gibraltar therefore offers managers the 
opportunity to stay out of scope of the 
AIFMD with the Private Fund regime, or to 
opt in under the full scope of the AIFMD 
with the establishment of an EIF, which they 
are then free to passport across the EU. 

That flexibility makes the jurisdiction 
particularly appealing to start-up managers.

Experienced Investor Funds – summary 
features:
• Pre-launch approval mechanism (speed to 

market)
• No investment or borrowing restrictions
• Fund may be self-managed
• Expedited start-up process and 

competitive start-up costs
• No limit to number of investors
• Reasonable ongoing operating costs
• Tax neutrality
• Two Gibraltar resident directors
• Available to Experienced Investors as per 

rules.

Common EIF structures include:
• A Gibraltar limited company, unit trust 

or limited partnership. This can include 
foreign structures approved by the FSC 
where management and control is located 
in Gibraltar;

• Other form recognised by the FSC; and
• A Protected Cell Company under the PCC 

Act 2001.
The Protected Cell Company structure is 
one of the most popular EIF structures. It 
has been in use in Gibraltar since 2001 and 
funds have been using the PCC structure 
since the enactment of the original EIF 
regulations in 2005.

Using this structure, the manager might 
set up different cells (or sub-funds) within 
the PCC for different strategies, or versions 
of a single strategy, under the umbrella, and 
may even establish different cells for different 
investors, different currency classes etc. 
There are no cross-liabilities between cells 
in the umbrella structure. As such, the PCC 
is ideal for managers wishing to provide 
investment products to clients with varying 

AUM, a manager could then choose to 
convert the Private Fund into an EIF whilst 
still retaining the full track record of the 
investment strategy. That would allow them 
to open up the fund to a wider range of 
potential investors. Whereas a Private Fund 
can only be marketed to a maximum of 50 
investors, an EIF has no such restriction,” 
explains Canessa. 

If and when a manager running a Private 
Fund (as a self-managed fund) reaches 
EUR100million, they must become licensed 
as an AIFM and either take on the day-to-
day responsibilities of complying with the 
AIFMD, or choose to appoint a third party 
management company (‘ManCo’). 

It takes just 10 days to get an EIF 
registered and approved by the FSC, with 
Canessa noting that there are two options 
for managers. One is that they launch the 
fund prior to notification – this is a ‘pre-
authorisation launch’ whereby the manager 
submits all the necessary documentation 
within 10 business days of launch. The other 
option is a ‘pre-launch authorisation’ where 
the documents are submitted 10 business 
days before the fund launch. 

“The EIF is registered with the FSC 
and is regulated to the extent that all the 
service providers appointed to the fund 
are themselves licensed and regulated. 
This means it has to have a regulated fund 
administrator, two licensed and regulated 
Gibraltar resident directors, a regulated 
custodian, and a regulated investment 
manager. If the manager is located outside 
of Gibraltar they need to be in a jurisdiction 
with an equivalent regulatory regime.

“If the manager is already an AIFM, they 
can establish an EIF in Gibraltar and get it 
passported within 20 days,” clarifies Canessa. 

Since Gibraltar funds can trade as private 
companies, they are eligible under US 
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Specialist Skills (HEPSS). What this means 
is that their personal taxation is limited to 
the first GBP120,000 of earned income with 
maximum tax payable of approximately 
GBP30,000. So a hedge fund manager whose 
remuneration isn’t fixed (i.e. they receive a 
bonus) would pay tax on their annual salary 
up to GBP30,000, and anything in excess of 
that salary would be completely tax-free. 

“At a jurisdictional level, Gibraltar has 
signed the equivalent of 135 Tax Information 
Exchange Agreements (TIEAs) with over 80 
jurisdictions. It is also preparing to adopt 
the upcoming Common Reporting Standards 
(CRS). “We were subjected to an OECD peer 
group review in October 2014 and we were 
classified as ‘largely compliant’. Out of 10 
separate essential elements of Gibraltar’s 
record in exchange of information, 7 were 
rated as compliant and 3 were largely 
compliant. To put that into context, we have 
the same rating as the UK and Germany,” 
says Canessa. 

AIFMs on the rise
The FSC has started to authorise a number 
of AIFMs and some of these provide a third-
party platform for external advisers (i.e. start-
ups, or non-EU managers). This is something 
that Gibraltar is using as part of its marketing 
strategy to attract managers, in particular 
Swiss managers, who lie outside the EU 
and who are looking for a flexible option to 
establish an onshore European fund.

Canessa notes that Gibraltar is starting 
to see the number of AIFMs slowly start to 
rise, but exact numbers at this stage are 
not known. 

“We have excellent relations with 
Switzerland; Gibraltar is home to four Swiss 
banks, two of which have been here for 
more than 30 years. What we tend to say to 
Swiss managers is that they can have the 
AIFM in Gibraltar, the investment adviser in 
Switzerland, and use the AIFM to passport 
services throughout the EU. 

“The FSC signed a Memorandum of 
Understanding (MoU) with FINMA, the Swiss 
regulator, earlier this year, and ditto the same 
applies with the Hong Kong SFC. We are 
using this as a key driver of our marketing 
push when speaking to non-EU managers 
who are looking for a solution to market their 
fund(s) in Europe,” concludes Canessa. n

risk and return appetites. The PCC structure 
is sufficiently flexible to permit individual 
cell assets to be managed by separate 
investment managers; a structure common 
with high net worth individuals.

“Every time a cell is added to the 
corporate structure of the PCC the manager 
is required to inform the regulator. The FSC 
has to know how many cells there are in the 
PCC and what each is doing. 

“I would estimate that roughly two-thirds 
of EIFs in Gibraltar are set up as a PCC,” 
says Canessa. 

Infrastructure
Thanks to its size, Gibraltar is both 
accessible and business-friendly. Gibraltar’s 
regulator, the Financial Services Commission 
(‘FSC’), is often available to meet with 
managers within one to two days’ notice. 
Many of the law firms in Gibraltar are 
locally based. They all have international 
connections and many of them have a deep 
expertise in financial services. 

“We have three or four AIFMD-licensed 
depositaries in Gibraltar; three of the 
banks here are well positioned to support 
managers who need ‘depo lite’ or full 
depositary services. We’ve got a steadily 
growing number of AIFMs – many of which 
are self-managed, formerly Private Funds – 
and we have 10 licensed fund administrators. 
Up until 2012, EIFs had to have a Gibraltar-
based administrator. The regulations were 
then changed in 2012 that now allow 
managers to appoint an externally approved 
administrator. As a result, we now have 
seven externally approved administrators that 
fund managers can choose from,” confirms 
Canessa.

The application process, with respect to 
the AIFM, is also much quicker than other 
jurisdictions (which is important for managers 
who need speed to market). The FSC has a 
service level standard of 18 weeks to review 
and approve a manager application. 

Tax regime
The corporate rate of tax in Gibraltar is 10 
per cent. For a professional who relocates 
to Gibraltar and fulfills certain criteria (i.e. 
they have skills that aren’t readily available 
in the local economy) they can apply for 
a status called High Executive Possessing 

www.globalfundmedia.com


www.globalfundmedia.com | 14GUIDE TO RELOCATION GFM Special Report Dec 2015

Guernsey’s funds industry is demonstrating 
clear value to fund managers and is 
increasingly being viewed as a world-leading 
jurisdiction in which to establish investment 
funds; in particular hedge funds and private 
equity funds.

A report authored by KPMG and 
commissioned by the States of Guernsey 
(and supported by Guernsey Finance), 
published in May 2015 – entitled International 
Capital Flows – found that Guernsey funds 
facilitate GBP25 billion of inward investment 
to the UK from global investors and some 
GBP105 billion of inward investment to 
Europe. It estimates that European fund 
managers running Guernsey funds earn 
GBP1.8 billion of fees, of which UK-based 
managers earn GBP1.1 billion.

The report points out that global investors 
are comfortable investing into Guernsey 
fund structures thanks to the Island’s 
regulatory track record and commitment to 
transparency. 

In total, Guernsey’s fund industry has 
GBP220 billion under management. It is 
home to 800-plus investment funds, of which 
private equity funds alone account for GBP85 
billion of assets. 

It is home to a wide range of investment 
management companies such as KKR, 
Pantheon, Starwood, Apollo, HarbourVest. 
Most recently, On 10 November, 2015 Axiom 
Alternative Investment launched a Guernsey 
closed-ended European-focused debt fund 
– Axiom European Financial Debt Fund – on 

the London Stock Exchange’s Specialist 
Fund Market. 

OECD membership 
Guernsey has full membership within the 
OECD through the UK. A clarifying statement 
was made on 13 August, 2015 by HM 
Treasury and Ministry of Justice to reaffirm 
the Island’s role and position within the 
OECD, which it has held since 20 July, 1990. 
This clarification is key because in some 
jurisdictions there are prohibitions on the 
marketing of funds that do not originate from 
an OECD country.

At the time, Guernsey Finance Chief 
Executive Dominic Wheatley said: “The 
statement once again emphasises our quality 
and standing in the international funds 
environment.” He added: “This statement 
removes any doubt about our position and 
reinforces the fact that Guernsey is a leading 
international finance centre.”

Substance
Legislation such as AIFMD and Base 
Erosion and Profit Sharing (BEPS) has led 
to increased scrutiny of fund jurisdictions 
with respect to structuring arrangements 
and the ability to demonstrate substance; 
i.e. showing depth across all dimensions 
such as operations on the ground, expertise, 
systems, processes, staff, etc. 

In this respect, Guernsey is well 
positioned. Indeed, such is the strength 
and reputation of its service provider 

Guernsey
Demonstrating clear value for fund managers

GUERNSEY
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funds into both EU and non-EU countries. 
If managers want to continue to conduct 
business outside of Europe, they have the 
opportunity to establish fund vehicles and 
remain fully out of scope of AIFMD. 

For those, however, who wish to market 
their funds into Europe, they can opt in to 
AIFMD, or to use Guernsey as a conduit 
through which to avail of National Private 
Placement regimes. This means that 
Guernsey is almost uniquely positioned to 
provide a variety of options for servicing 
both EU and non-EU business in the most 
effective manner from a European time zone.

ESMA recommends third country 
passport
Guernsey’s opt-in equivalent regime, 
which has been in place since January 
2014, is appropriate for funds requiring full 
AIFMD compliance. Back in the summer, 
Guernsey further reinforced its appeal, 
particularly to non-EU managers, by receiving 
a recommendation from the European 
Securities and Markets Authority (ESMA) for 
a “third country” passport. 

ESMA awarded the recommendation to 
Guernsey, Jersey and Switzerland, confirming 
that Guernsey had demonstrated the ability 
to satisfy the criteria required under AIFMD. 

Dominic Wheatley (quoted earlier) was 
quoted as saying: “Guernsey’s response to 
the AIFMD regime has been second to none, 
so to receive ESMA’s recommendation for 
an AIFMD passport extension is extremely 
pleasing.”

Recent figures released by the European 
Securities and Markets Authority (ESMA) 
would suggest that Guernsey is proving to 
be a key route into Europe for AIFs. 

Data contained within ESMA’s advice 
on the granting of third country passports 
under the AIFMD showed that Guernsey 
was the third largest non-EU fund domicile 
– trailing only behind the US and Cayman 
Islands – when it comes to the number of 
non-EU AIFs being marketed into Europe: 
in particular, core markets such as the UK, 
Ireland, Sweden, the Netherlands, Benelux, 
Finland and Denmark. For example, some 25 
Guernsey AIFs were being marketed in the 
UK under Article 36 in the final quarter of last 
year, according to the National Competent 
Authority (NCA). 

infrastructure that an estimated USD100 
billion of non-Guernsey funds are 
administered and managed on the Island. 
One can find a range of prominent global 
administrators including Northern Trust, 
Citco, and State Street in addition to boutique 
independent administrators. 

For private equity and real estate 
managers who need to find a ‘depo lite’ 
solution for non-financial assets under 
AIFMD, they can also choose from a number 
of major global custodians in Guernsey 
should they not wish to rely on their 
appointed fund administrator. 

Finally, from a substance perspective the 
Island has high quality legal, accounting, 
valuation, registrar, company secretarial and 
audit services for the structuring, launch 
and administration of funds. Guernsey has a 
reputation for robust corporate governance 
and there is an experienced and qualified 
pool of non-executive directors on the Island. 

AIFMD
The issue regarding substance plays directly 
to AIFMD, which states that, in order for 
both the fund and the manager to genuinely 
be considered as based outside the EU, the 
manager must demonstrate that they have 
an on-the-ground presence. 

Where Guernsey has an advantage over 
other jurisdictions is its close proximity to 
London. Not only that, but it already has a 
number of investment houses which have 
chosen to set up offices on the Island; for 
example, Permira, Terra Firma, Apax, BC 
Partners.

This is helping Guernsey to encourage 
other investment houses to strengthen their 
presence within a Third Country domicile 
that lies outside of the EU. 

Take, for example, Terra Firma, one of 
Europe’s leading private equity firms. Not 
only is the firm headquartered in Guernsey 
but its Chairman, Guy Hands, also lives on 
the Island. He has been joined by another 
well-known figure in the PE sector, Jon 
Moulton, Chairman of Better Capital who, 
since moving to the Island, has become 
Chairman of the Channel Islands Securities 
Exchange (CISE). 

In response to AIFMD, Guernsey introduced 
a dual regulatory regime. This means it is 
possible to continue to distribute Guernsey 

Dominic Wheatley, Chief 
Executive of Guernsey Finance
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are typically offered to professional or 
experienced investors willing to invest a 
minimum of USD100,000, are able to take 
advantage of the qualifying investor fund or 
“QIF” fast-track application process. 

Under such a scenario, an appropriately 
licensed Guernsey administrator must 
certify to the Guernsey Financial Services 
Commission (‘GFSC’) that it has performed 
sufficient due diligence on the promoter and 
that the requisite disclosures are made in the 
offering document of the scheme. 

The benefit to managers under this 
arrangement is speed to market. The 
administrator does all the heavy lifting, so 
that by the time a fund application reaches 
the Commission, it typically provides a 
guaranteed response time of three business 
days; a significant benefit to managers who 
need to get their fund to market to avoid 
losing investor capital commitments.

As a general rule of thumb, all Guernsey-
domiciled funds are required to appoint 
a locally licensed administrator, which is 
referred to as a “designated manager”.

If a fund promoter chooses an open-
ended fund structure, the fund must appoint 
a Guernsey licensed custodian to hold and 
safeguard its assets. By contrast, a Guernsey 
closed-ended fund is not required to appoint 
a local custodian or a local manager/adviser. 

Conclusion
Choosing Guernsey offers the advantage 
of having funds domiciled in a jurisdiction 
where there are ‘fast track’ routes to market, 
access to global capital markets, flexible 
cell company legislation that provides for 
‘incubator’ vehicles and a corporate tax 
regime which means that the effective rate 
for both funds and principal managers is 0 
per cent. 

Factor in that its OECD membership 
has been clarified by the UK government, 
the Island’s close proximity to London 
and other leading European cities, and its 
recommendation by ESMA to be awarded a 
‘third country’ passport under AIFMD, and 
Guernsey ticks a lot of vital boxes for global 
fund managers. n

Useful information sources and contacts:
Locate Guernsey: www.locateguernsey.com
Guernsey Finance: www.guernseyfinance.com

In addition, 57 Guernsey AIFMs and 121 
Guernsey AIFs were being marketed in the 
UK under Article 42 for the same period.

To clarify, Article 36 relates to UK and 
EEA-based AIFMs marketing non-EU AIFs, 
whilst Article 42 relates to non-EEA AIFMs 
marketing either EEA or non-EEA AIFs into 
Europe.

These figures are likely to increase 
now that ESMA has awarded Guernsey 
the opportunity to invoke the “third 
country” passport, further underscoring the 
importance of the jurisdiction as Europe’s 
regulated fund market evolves under AIFMD.

Fund structuring
The Island also has expertise in using 
a wide range of investment vehicles 
including unit trusts, PCCs, ICCs and limited 
partnerships.

As of November 2008, the two types of 
fund, open-ended and closed-ended, may 
make application for authorisation or consent 
under one of three routes: 
• Authorised Fund by standard application; 
• Authorised Fund by Qualifying Investor 

(“QIF”) application; 
• Registered Fund application. 
Promoters of authorised funds, which 
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Exceptional Growth for Malta’s Fund Industry
 

For two consecutive years, Malta has been coveted with Europe’s ‘Best Domicile’ award at the Hedge 
Funds Review 13th European Fund of Hedge Funds Awards 2014.

This success was made possible by Malta’s highly favourable business environment. This includes the role 
played by the island’s Single Regulator, renowned throughout the industry for its flexibility coupled with 

meticulous attention to detail.

The island’s highly competitive, cost-effective business environment and the presence of all the Big Four 
accounting firms adds even further advantage.

 
An onshore EU jurisdiction allowing passporting and redomiciliation of funds, with an efficient fiscal regime, 

a balmy Mediterranean climate and a multilingual, ethical and professional workforce, Malta offers a winning 
combination of advantages specifically designed to foster further growth and maximise success.

for success
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Malta has come a long way as a fund 
jurisdiction since it joined the EU in 2004. 
Through June 2015, Malta had 146 licenced 
entities holding Category 1A (advisory), 
Category 3A and Category 4A licences. 
In terms of growth trends, one interesting 
observation is that the number of retirement 
schemes being established in Malta is 
on the rise. There are 35 such retirement 
schemes currently, compared to 11 in 2013. 
In addition, Malta is home to some 14 
retirement scheme administrators, illustrating 
that the international pensions space is 
gaining traction. 

With respect to the fund management 
operational infrastructure, Malta is home to 27 
fund administrators and is well represented 
by the main international accounting firms 
as well as multiple first-class law firms. The 
island has a buoyant banking and insurance 
sector, a trust and pensions sector, and along 
with its funds industry, has been growing in 
the region of 25 per cent per year, based on 
the MFSA’s latest figures. 

“In terms of the number of funds, 
we’ve predominantly seen traction in PIFs 
(Professional Investor Funds),” states 
Kenneth Farrugia, Chairman of FinanceMalta. 
“We’ve had 35 new PIFs licenced through 
June 2015. In addition, we’ve seen four AIFs 
licenced this year and, interestingly, eight 
UCITS schemes licenced in the first six 
months compared to 11 in total for 2014. So 
we’re seeing good growth across a range of 
fund categories.”

This is no doubt helped by the flexibility 
of Malta’s fund structuring framework, fund 
promoters have the choice of complying with 
the PIF rulebook, the AIF rulebook under 
AIFMD, or the UCITS rulebook. Farrugia says 
that retaining the PIF regime, following the 
introduction of AIFMD two years ago, “was 
an important policy decision taken by the 
MFSA as some promoters want to remain de 

minimis and out of scope of the Directive. 
“That said, we are seeing fund managers 

with AUM below EUR100 million still opting 
to be regulated under the AIFMD. Being 
regulated under the Directive infers a degree 
of quality and good governance within the 
fund structure, which institutional investors 
will likely favour.”

From a fund structuring perspective, the 
self-managed PIF is one that continues to 
attract certain promoters to Malta. 

The structure is ideal for those wishing 
to avoid setting up as their own AIFM. 
Rather than then establish a standalone fund 
structure, appoint a board of directors to the 
manager, and take full discretionary control 
of the fund strategy, a self-managed PIF is 
more of a collaborative affair whereby the 
fund strategy is controlled by an investment 
committee; typically this will be a small 
number of select investors including the 
promoter, to whom the portfolio management 
could be delegated. In all instances, there is 
no management company involvement. 

Most European jurisdictions now only 
offer the AIF regime meaning that there’s a 
risk to crowding out new fund managers. As 
a jurisdiction, Farrugia says it is important 
for Malta to keep all options on the table for 
managers. 

“Why shut down the ability for small 
managers to remain out of the Directive? 
With the PIF regime, we are able to support 
fund managers who don’t necessarily want 
to be fully registered under AIFMD from 
day one,” stresses Farrugia, who adds in 
conclusion: “Managers need clarity, and this 
depends on having access to the regulator 
to get unequivocal information on what is 
required when setting up a fund operation. 
Malta stands out highly in this regard with 
the accessibility of the MFSA being one of 
the pivotal and critical success factors to 
Malta’s success, so far.” n
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Professional Investor Funds gain traction

Kenneth Farrugia, Chairman of 
FinanceMalta
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