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Guernsey has been home to international
private equity funds for well over a decade,
but the sector’s vigorous growth over the
past few years, coupled with a series of
reforms to the island’s regulatory framework
for the fund industry, have placed it the
forefront of the jurisdiction’s growth. And
while the global environment for private
equity has darkened since last summer,
there are no signs that Guernsey’s position
as a domicile of choice for the sector is
being undermined.

The steady growth over the years in the
range of private equity structures domiciled on
the island has nurtured the development of an
administration sector with a breadth and
depth of specialist expertise in private equity
servicing, alongside the experience of the
jurisdiction’s legal and accounting capabilities,
that rival jurisdictions struggle to match.

Guernsey’s attractiveness to the private

equity industry is down to a number of factors,
according to Peter Niven, chief executive of
the island’s financial industry promotional
agency GuernseyFinance. “Over the past few
years we have certainly put ourselves on the
map for private equity,” he says.

“One thing is the number of service
providers, particularly niche administrators who
specialise in private equity and deliver a first-
class service in that one area. Although our
agreement with the Dutch regulatory authorities
has since been emulated by other jurisdictions,
we attracted KKR to put their structure here to
enter the European market via Euronext
Amsterdam, and several other firms have used
that route after KKR blazed the trail.

“That got us very firmly on the map with
the US lawyers, and this year we are
travelling to centres such as New York,
Boston and Chicago to reinforce the
message that we are a private equity

O V E R V I E W
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Guernsey offers an excellent infrastructure in
terms of the services it can bring to private
equity fund promoters, stretching from its legal
framework to the providers of legal, accounting
and administrative services. Fund services
have been established in the island for nearly
20 years and form an integral part of its
economy, and the global private equity industry
values the intellect these professionals can
bring to their clients’ structures.

The island offers a tax-neutral
environment, which is very important but
other jurisdictions can claim the same. But
being in the same time zone as London,
where many international private equity
houses operate, coupled with a legal
framework taken from the English
partnership law and a proactive regulatory
regime within which to operate, the
jurisdiction has built up a roster of big
industry names, including Alchemy Partners,
Terra Firma, BC Partners and Permira, which
have all been doing business in Guernsey
for quite some time.

The development of the sector has
created a repository of expertise and
experience that continues to bring existing
users back to Guernsey as well as offering a
track record for new entrants into the market,
offering an established and reputable
template for the structuring of a fund and its
ongoing operation.

Today the island enjoys a degree of
critical mass that gives it an edge over its
competitors. Once the individuals here on
the ground have the relevant expertise, it
becomes more likely that a provider will
launch a new fund from the same
jurisdiction. Unless there is a particular
competitive advantage somewhere else, why
should they look elsewhere if they can find
everything they want and need in Guernsey?

In Jersey, Guernsey and Cayman, Mourant

du Feu & Jeune offers legal advice on the
formation and structuring of private equity
partnership interests and advises lawyers in
London or New York on the structuring of
particular transactions. Once the entities are
set up, the firm continues to provide advice
on the structure to individual principals and
London lawyers, and maintains a long-term
relationship with teams responsible for
administration of the structure.

The Mourant Group took a strategic
decision several years ago to put down a
larger jurisdictional footprint, driving its
expansion from a professional services firm
principally located in Jersey to one that can
now offer fund services in nine jurisdictions.

This enables Mourant to carry out servicing
work in the most appropriate jurisdiction. For
the same client, onshore work may be carried
out in the firm’s London office alongside other
work on the same structure in Jersey,
Guernsey or Cayman, while a special-purpose
vehicle or investment holding company may
be serviced from the Luxembourg office and
US tax and compliance servicing work carried
out in New York.

An important part of Mourant’s strategy is
to be able to service clients in the
jurisdiction that they choose, rather than
simply trying to direct work to Guernsey, but
the outlook is buoyant for the island’s private
equity sector. The group has been active in
the Guernsey funds market for four years,
and around 80 per cent of the work carried
out by its 42-strong administration team
consists of private equity business.

Despite the recent market turbulence, the
island’s future as a domicile and servicing
centre for the private equity industry remains
bright, with a tremendous opportunity to
increase the jurisdiction’s range of service
offerings to a market already convinced of its
expertise. ■

M O U R A N T
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In Guernsey we help funds flourish.

We offer a unique business environment
and lifestyle that make us the natural 
choice for you and your business.

We’ve a breadth and depth of experience 
in management, administration, custody
and structural innovation that is second 
to none, as well as a wide non-executive
director resource and a first class, well-
regulated professional infrastructure.

Beyond this, Guernsey is a great place 
to work and live, the Island is within 
easy reach of London and offers a 
unique quality of life. 

Make Guernsey your first port of call.

Email: funds@guernseyfinance.com

Telephone: +44 (0)1481 720071

www.guernseyfinance.com



Since 2000 Guernsey has been growing its
reputation as a leading private equity
domicile. There is strong competition
between jurisdictions for this business, but
the events of the past few weeks and
months have crystallised the fact that the
island now heads the pack.

What really set the ball rolling was the
launch of a Guernsey-domiciled fund, KKR
Private Equity Investors, by Kohlberg Kravis
Roberts, raising more than USD5bn before
being listed on Euronext Amsterdam. The
transaction was honoured as Equity Deal of
the Year at last year’s International Financial
Law Review European Awards.

Other notable Guernsey private equity
funds have followed the example of KKR,
including Mid Europa III, the largest central
European buyout fund with more than
EUR1bn; Valdivia Private Equity Fund; Energy
Ventures III; AA Development Capital India
Fund, a joint venture between Ashmore and
Alchemy; and EQT V (Clifford Chance) which
raised EUR4.25bn.

According to the Guernsey Financial
Services Commission, overall fund business
in Guernsey grew by GBP13.7bn (8.3 per
cent) in the last three months of 2007 despite
continuing market turbulence during the
quarter. That took the total value of funds
under management and administration to a
new high of GBP178.2bn – an increase of
GBP48bn (37 per cent) during the year.

The value of private equity funds trebled
between the end of 2002 and December
2006, and by the end of last year they had a
total value of GBP34bn – up GBP13.6bn (66
per cent) over the year and by GBP5.5bn (19
per cent) in the fourth quarter alone.

These impressive figures have been
backed up by the opening of an office in the
island by Guy Hands’ private equity firm

Terra Firma at the start of this year. There
has also been significant third-party
endorsement by experts such as London
lawyer Bridget Barker, a partner at
Macfarlanes, who describes Guernsey as
“the jurisdiction of choice for private equity”.

Jon Moulton, the founder and managing
partner of Alchemy Partners who now lives in
Guernsey, says the island is “a terrific place
in which to do business”. He will be the
keynote speaker at a masterclass entitled
Guernsey – Leading the Way in Private
Equity, which will be held in central London
at the start of May in conjunction with the
Guernsey Investment Funds Association.

I agree with senior GIFA figure Mike de
Haaff when he says: “Even putting aside the
tax neutrality of the island, our success in
private equity is down to the intellectual
property that has been built up, the
experience and infrastructure now on the
island in setting up and administering these
products. Guernsey has a long-established
expertise in this area.

“The majority of business still comes
through lawyers in London, and it is a
known fact that people come to Guernsey
for private equity. Word of mouth is a big
factor in the relatively small private equity
community. It’s recognition that we have
everything in place and are well placed to
set up these products.

“In private equity as with many other
products now, management control issues
and corporate governance are more to the
fore, and Guernsey is very conveniently
located for directors to get on an aircraft for
board meetings.”

This body of evidence is just the tip of the
iceberg but it clearly illustrates Guernsey’s
credentials as the pre-eminent jurisdiction for
private equity. ■

G U E R N S E Y  F I N A N C E
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jurisdiction they can use very successfully.
It’s a mixture of the right experience and
expertise, the regulatory framework, and
agreements with other jurisdictions that have
enabled us to really capture this market.”

As an example of the role played by
specialist providers, Niven cites the growth
of International Private Equity Services, which
was launched by experienced fund
administration specialists Connie Helyar and
Peter Gillson more than a decade ago to
focus exclusively on private equity work and
now has almost 100 staff, offices in London
and Jersey, and plans to open soon in
Luxembourg. “We were the first people to
provide a service that was purely geared
toward back-office private equity fund
administration,” Helyar says.

Niven does not underestimate the
important of the regulatory changes of the
past few years, including the introduction of
Qualifying Investor Funds in February 2005
and the publication just over a year later of
the Harwood Report, which set out a
comprehensive blueprint for regulation of the
fund industry through a principles-based
approach focusing on supervision of service
providers rather than products.

Based on the Harwood recommendations,
the framework for closed-ended Registered
Funds was launched in February 2007, and
other changes still in the pipeline include a
new Protection of Investors law. “People like
to see you’re looking at regulation and the
law with a fresh eye on a regular basis,”
Niven says. “We have new structures put

together by our local lawyers, and we’re
looking again at the regulation to see if we
can be more flexible.”

Darren Bacon, a partner with law firm
Mourant du Feu & Jeune, says the new
legislation has done much to improve
Guernsey’s competitiveness. “The
introduction of Qualifying Investor Funds and
Registered Funds adds a fast-track process
for promoters to launch new products and
enables us to compete with the funds
turnaround in places like the Cayman
Islands, because people expect to be able to
do things very quickly,” he says.

“There was 55 per cent growth in closed-
ended funds last year, and a large chunk of
that was down to QIFs and Registered
Funds. Guernsey is a different environment
from Cayman and benefits from being well
regulated, but the problem is to satisfy client
expectations in terms of the speed of
response from the regulator and the ability to
launch very quickly. It’s always a difficult
balance, but we now have a very strong
offering.”

Susan Clark, managing director of the
BNP Paribas Securities Services fund
administration business in the Channel
Islands, agrees that the new fund regulation
gives Guernsey the opportunity to win
business that was out of reach in the past,
without compromising its standards. “As an
industry, we see what is happening in
Cayman and Dublin and want a piece of the
action, and it’s starting to happen,” she says.
“But we are very mindful to make sure that
everything is controlled and regulated. We
don’t want any brass nameplate scenarios.”

Rob Hutchinson, a partner with KPMG in
Guernsey, says that the perception created
by rapid regulatory turnaround can be if
anything more important than the actual
delivery. “In theory, it shouldn’t be vital,
because raising a private equity fund takes a
long a time anyway,” he says. “You need to
have a lot of things in place, like the
partnership agreement, before you see the
investors. If the process is handled correctly,
whether it takes one day, three days or no
days at all shouldn’t matter. The quickness of
the approval process is good for Guernsey,
but it’s not a deal-breaker per se.

“However, there’s no doubt that the
Registered Funds regime has been a

O V E R V I E W
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new financial businesses to the island, Niven
admits to frustration over steps by local
politicians to maintain a cap on Guernsey’s
population. While this does not necessarily
imply a rigid bar to firms bringing in
employees from outside the island, he
agrees that it does not send out the right
message to the industry.

“I’ve always said that a population cap
flies in the face of what we’re trying to do in
attracting more business to make up the
shortfall when our new tax regime comes in
this year,” he says. “We need the people to
continue to service existing business and the
massive new inflows that continue to come
through to the island. That’s not to say we
need thousands of people, but we do need
employees with good professional
qualifications.”

Niven believes the argument can be won,
but it may take time. “A marker has been put
in the ground and we must be aware of
that,” he says. “However, we need to find a
compromise in areas where we see
opportunities to allow companies to bring in
on a licensed basis people who can provide
intellectual capital and add value.

“That’s not bringing in droves and droves
of people, it’s focusing on those people we
really need, and I believe there is still
willingness on the part of the authorities to
enable those people to come in. Certainly as
far as I am aware, we’re not seeing
companies prevented from recruiting good
staff from outside the island. There has

success, as the commission’s figures
indicate. At the end of September 55
registered closed-ended funds had received
consent since the launch of the regime in
February 2007, and a further 12 were added
by the end of November. The fact we have
this in our armoury proves we are respond
to clients’ demands.”

Niven notes that with managers of private
equity and hedge funds under pressure on
several fronts from the UK tax authorities, it is
also an opportune time to step up efforts to
attract managers and promoters of alternative
funds to set up operations in Guernsey or
even to move completely to the island. With
HM Revenue & Customs examining carefully
the reality behind funds’ offshore status, Niven
says, funds can base substantial operations
on the island – as well as establish solid
corporate governance structures.

“HMRC is doing so many things these
days that seem to be turning these people
away from the UK,” he says. “We’d certainly
like to attract more private equity players.
People like [Alchemy Partners founder] Jon
Moulton have come to live in Guernsey, while
Terra Firma is expanding its operations here.
We are seen as a good place to do business,
and just an hour away from London.”

Niven acknowledges that like other small
island jurisdictions, Guernsey needs to
answer convincingly questions raised about
the capacity of the private equity sector –
and other areas of the financial industry – to
handle increasing quantities of business.
“This is always an issue with small
jurisdictions, and we’re not alone in that,” he
says. “Clearly we have limited resources.

“But private equity players say they don’t
have a problem in securing good staff. It’s
particularly interesting that staff appear to be
attracted from businesses that do everything
for everyone to niche players where they can
gain expertise in a particular asset class.
Certainly Ipes and Augentius, another
relatively new business, are able to attract
good people.

“Bigger players active in private equity such
as Northern Trust have centres of expertise
elsewhere in their organisation to which they
can delegate certain functions. There are
different ways of skinning that particular cat to
find flexibility despite the inevitable constraints.”

Leading the industry’s efforts to attract

O V E R V I E W
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Amid the vigorous growth of the global
private equity industry over the past few
years, one of the most striking developments
is the emergence of private equity as a
significant asset class in the Middle East. It
is a trend that has already left its mark on
the Channel Islands Stock Exchange, which
has listed a number of Egyptian funds and
has as a major issuer the USD2.1bn Concord
Group, the leading manager of Egyptian
securities worldwide.

Rising oil prices since the turn of the
century and the growth of public and private
wealth in the region has focused the
attention of international investors on the
Middle East and prompted capital inflows via
direct investment, mutual funds, private
equity and hedge funds, while institutions
based in the region have been expanding
their range of products to meet demand from
domestic and regional investors.

Until recently the growth of private equity
investment in the Middle East has been
relatively low-key because many managers
focusing on the region, both those based
within it and international private equity
houses, have been in the process of raising
and investing their first dedicated funds. The
true potential of the region to outperform
investments elsewhere in the world will only
become apparent as general partners start to
exit their earliest investments over the next
few years.

International private equity firms active in
the Middle East face a host of challenges,
including lack of transparency in some
markets and cultural barriers to private equity
investment on the part of business owners
and employees that to a large extent have
been overcome in Europe and North
America. In addition, the recent focus on
highly leveraged investments and financial
engineering prevalent in the private equity
industry elsewhere is less common in the

Middle East – which may preserve the
industry there from much of the impact of
the current credit crunch.

Various changes in the way private equity
funds approach the region are likely as the
market matures and develops. Whereas in
the past a generalist investment focus across
the Levant, the Gulf region and North Africa
has been common, managers are set to
respond to the growth of investment
opportunities by offering funds that target
particular economic sectors or focused
geographical regions.

Meanwhile Middle East private equity
specialists expect portfolio company exits to
be driven by less stock market IPOs and
more by sales to regional or international
strategic investors. At the same time, they
forecast that investment horizons will grow
and general partners will be expected to play
a greater role in generating returns through
managerial and operational improvements in
underlying portfolio companies.

These developments are likely to bring
new opportunities to the CISX as an
institution with extensive experience of
working with the private equity industry in
the Middle East, and that can offer the full
listing required by many institutional
investors. The exchange offers issuers the
ability to raise capital and offers secondary
market liquidity for a number of funds,
thanks to an infrastructure that includes
market-makers, an order book and an
electronic settlement system.

Today the CISX has more than 2,600 listed
securities including a wide range of alternative
funds and has built up particular expertise in
the listing of private equity debt. It also
benefits from its positioning in a time zone
offering overlap with the Middle East and
North America, and its proximity to Europe
while remaining outside the constraints of the
European Union’s legal framework. ■

C H A N N E L  I S L A N D S  S T O C K  E X C H A N G E
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always been an inflow and outflow of
people, so when people leave there’s always
an opportunity to bring in others.”

The biggest problem, he acknowledges, is
perception. “Once you say this is our
intention, people start to worry about how
they will satisfy demand and start looking at
their business models. It makes it all the
more important to retain higher added value
business on the island, which means highly-
paid staff are paying personal tax that helps
fill the so-called black hole.

“Meanwhile, where possible lower-value
business is outsourced to other centres,
whether within the same group or outside.
We are already seeing work outsourced to

operations in jurisdictions such as the UK,
South Africa, Mauritius and Ireland, and it is
helping us continue to handle the flows of
business we’ve been seeing in recent years.”

Despite the population argument – and a
political squabble last year about whether the
financial industry was paying its fair share
toward GuernseyFinance’s budget – Niven
says Guernsey’s politicians have been
supportive in helping equip the island with
the legislative framework the industry needs
to flourish. “They have been very helpful in
passing legislation for the financial services
sector,” he says. “Over the two years that I’ve
been at GuernseyFinance, we’ve got a lot of
new legislation and regulation through.” ■

O V E R V I E W
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Arguably the biggest single boost to Guernsey’s private equity industry was the launch in June 2006 of KKR Private
Equity Investors, which raised USD5bn from investors and obtained a listing on Euronext Amsterdam. The deal has
prompted other private equity houses – and hedge fund managers – to seek listings, although nearly two years on,
the verdict on the fund’s success is more nuanced.

The KKR launch sent the island’s profile rocketing in the US, where previously, industry members note ruefully,
many private equity professionals would have struggled to find Guernsey on a map. “KKR is the transaction people
keep bringing up in conversation,” says Susan Clark of BNP Paribas. “A transaction of that size makes other people
sit up and take notice and think, why don’t we look at it too?”

In practice, however, the sheer size of the transaction soaked up much of the potential investment, and since
listing the KKR vehicle has not enjoyed the hoped-for liquidity. With the fund’s share price sagging well below its net
asset value, the fund’s board has been talking about a dual listing in London. Last autumn the London Stock
Exchange established a Specialist Funds Market designed to target the kind of managers who have recently opted
for Euronext, but if anything interest seems even greater in a full listing under London’s reformed Chapter 15 rules.

“A Euronext listing does not offer as much liquidity as you would get in London,” says Ian Burns, group
managing director of the Anson Group, which was part of the team that launched the USD800m HarbourVest
Global Private Equity fund on Euronext at the end of last year.

“HarbourVest is new to the market, but other funds that have listed on Euronext and have a predominantly UK-
domiciled investor base have found the liquidity a bit disappointing. Although there are no plans by the
HarbourVest board to move, some listed private equity vehicles may consider a dual listing on the main board in
London as well as on Euronext.”

However, London was not an option for HarbourVest as a fund of funds because of its more stringent
disclosure requirements. Says Burns: “For HarbourVest, which invests in other private equity funds, it would have
been impossible to get the required information from underlying funds in a timeframe that would allow it to publish
the accounts in accordance with London Stock Exchange requirements.”

Burns does not expect the liquidity issue to slow the drive by alternative managers to create permanent capital
vehicles, although he’s not sure whether London or Amsterdam will be the main beneficiary. “Obviously the risk
that shares will go to a discount to net asset value is a discouragement to new investors who come in on an initial
placing, only to see the value of their investment fall even when the net asset value is holding up,” he says.
“However, a number of permanent capital funds have been listed mainly on Euronext over the past couple of
years, and I think this will continue in the future.”

Tammy Menteshvili, chief executive of the Channel Islands Stock Exchange, notes that many Guernsey-
domiciled private equity funds are listed on the CISX rather than in Amsterdam or London. “After the KKR deal,
everyone thought Euronext must be the way forward, but that doesn’t mean that what we have to offer isn’t as
attractive,” she says. “We can raise that kind of interest from investors through our exchange just as well as any
other stock exchange.”

How KKR blazed a trail for listed private equity
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Guernsey’s fund administration sector is
booming, and private equity is its principal
driving force. Although the launch of more
lightly-regulated fund regimes in the Channel
Islands has been popularly associated with
the development of the hedge fund industry,
and the jurisdiction does have its share,
especially funds of hedge funds, in practice
much of the new business coming in
consists of private equity and to a lesser
extent property funds.

This pattern reflects what members of the
industry see as an inevitable model for the
industry, given the constraints imposed by the
island’s geographical size and its housing
market on its workforce. Guernsey lacks the
human resources required to service – at
least on its own soil –funds that conduct
huge volumes of transactions or have many
thousands of investors; but it is well suited to
handling vehicles where the number of
investments and investors is low, but
handling them requires high levels of skill.

“Private equity and property are excellent
asset classes for Guernsey,” says Bob
Banfield, managing director of Investec
Administration Services. “The technical
aspects of those asset classes suit the
island’s infrastructure and experience very
well. Guernsey is no longer a cheap
jurisdiction in which to do business, so we
need to be looking at higher-value, less
process-driven asset classes where typically
you would expect quite high margins.”

He is echoed by Ian Burns, group
managing director of the Anson Group, who
says: “With its sophisticated and well-trained
workforce, Guernsey needs to focus on high-
end, low-volume work. Everyone in Guernsey
– and Jersey for that matter – will tell you
there is pressure on staff resources and
accommodation. I for one would not want to
be competing with the hedge fund and
private equity service providers in Dublin
who offer a volume solution.

“In our business, funds of funds,

A D M I N I S T R AT I O N
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Private Equity 
Fund Administration

Working behind 
the scenes

www.ipes.com

Ipes is a dedicated out sourcing business providing fund administration and management 

services for private equity and venture capital funds. At Ipes we shy away from the one size 

fits all attitude; with around 50 clients and over 100 funds, we take a flexible approach to 

ensure each one receives the service that is absolutely right for them.  

Ipes was set up in 1998 in Guernsey and quickly built an excellent reputation for friendly, 

efficient service. More recently we have established an operation in Jersey and London to 

handle a broader range of out sourcing requirements.

We understand the increasing information and reporting demands of the industry and 

ensure we keep up with these changes. 

As the linchpin between our clients and their investors our knowledge and expertise are 

imperative, enabling our clients to perform at their best while we take care of the work 

behind the scenes.

+44 (0) 1481 713 843 (Guernsey)

+44 (0) 1534 712 500 (Jersey)

+44 (0)20 7834 0583 (London)

International Private Equity Services Limited is regulated & licensed by the Guernsey Financial Services Commission. Ipes UK Limited is registered in England with No. 5648495. Ipes (Jersey) Limited is regulated by the 

Jersey Financial Services Commission to conduct Fund Services and Trust Company Business under the Financial Services (Jersey) Law 1998. Ipes (Jersey) Limited has its principal place of business at its registered office, 

at Third Floor, South Tower, 29/31 Esplanade, St Helier, Jersey JE4 5SJ.



Times are changing for the private equity
industry. Once relatively unknown outside the
financial world, in recent years it has become
a staple of the mainstream media. However,
the role of service providers has not become
as familiar as that of the firms that have led
the buyout boom, even as they have played a
crucial role in the sector’s development.

Ipes is one such business. Established 10
years ago in Guernsey as a six-person
offshore fund administration firm, it has
grown to employ more than 100 people in
London and Guernsey, and administers more
than EUR36bn in funds for some 60 client
groups based primarily in Europe, but also in
the Americas and Asia. Ipes’s success has
been based on its personalised and flexible
approach to servicing its clients and its
specialisation in private equity funds and
their associated structures.

Traditionally all aspects of running a
private equity house were handled under
one roof, or fund administration was
provided by large institutions in a highly
functionalised manner that lacked flexibility,
but over the past decade there has been a
change in the way private equity services are
provided. Smaller, more focused firms have
brought more choice of service provision,
and the benefits of buying in the expertise
required, rather than building costly
infrastructure, have become more apparent.

While private equity firms themselves have
become more institutionalised, the teams
running them still tend to be relatively small.
Unlike most providers, Ipes has the
advantage of being large enough to manage
a very diverse client base, with different
types of businesses, funds and service
requirements, yet still small enough to
provide highly personalised service.

Another recent trend is the move away
from using third-party administrators for
purely offshore reasons. Many new firms are

created through spin-outs from parent
companies, or executives deciding to go it
alone, driving demand for onshore
outsourcing provision. This factor prompted
Ipes to set up a London office in early 2006.

The decision to outsource is often taken at
the same time as fundraising, a notoriously
demanding period, so it is vital that the
administrator is sufficiently experienced and
qualified to provide the necessary support –
especially if the fund is to be based offshore,
as new promoters require assistance in areas
such as the regulatory application process.

Having worked with firms including large
buyout houses, start-ups, regional players
and sector-specific fund managers, Ipes has
the depth of knowledge and expertise to find
solutions that may be less obvious to the
manager. With some less experienced
managers, Ipes takes a more consultative
approach, especially important where firms
are weighing up outsourcing all or part of
their back office but are not under pressure
to outsource for offshore or internal
resources reasons.

The administrator, especially if based
offshore, must be aware of regulatory and legal
requirements in jurisdictions beyond their own.
They will need to understand tax regimes such
as K1 reporting Erisa and UBTI implications for
US investors, and the benefits of using
Luxembourg for holding companies, particularly
for German and French transactions.

Some larger institutions that offer
outsourced services and administration are
not providing an “offshore management
service” for the fund’s general partner. While
differing tax regimes persist across Europe,
the need will remain for different types of
service provision. Fund managers will
continue to have the choice of a big brand-
name outsourcing offering or a niche service
with the expertise to cover all legal, tax and
regulatory requirements. ■
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Specialist providers
serve changing market

By Connie Helyar

Connie Helyar is executive
chairman of International
Private Equity Services



Guernsey is very well placed and offers a
good level of knowledge now. But it can’t do
volume business any more, or rather it can’t
grow its volume business and doesn’t
particularly want to. Private equity is exactly
what we want to do because the typical fund
will have an institutional base of 10 or 20
investors and five or six investments. When I
meet managers in the UK with funds that
have 1,000 lines of stock, 200 short positions
and do 15,000 trades a month, I say: Go to
Dublin, that’s not what we do.”

Despite the presence of a handful of larger
generalist players such as Northern Trust,
Guernsey’s focus on private equity business
is reflected in a preponderance of specialist
administrators, whose ranks are being
swelled by a steady stream of start-ups. “A
couple of players have said they will do
private equity and nothing else, and one or
two more will not get involved in hedge funds
at all,” says KPMG partner Rob Hutchinson.
“People realise what their skill set is, and
quite rightly – you should never go into a
business with the wrong skills. The trend is
toward sticking to what you know.”

One of the specialists is International
Private Equity Administration, founded in
Guernsey in 1997, although today, with
expansion underway to London, Jersey and
beyond, it can no longer be categorised as
small. “We do have other types of related
fund, including some real estate, mezzanine
and funds of funds, as well as some
secondary and venture capital funds, but
they’re all closed-ended structures,” says
executive chairman Connie Helyar. “We’ve
never looked at diversifying because we’ve
simply been inundated with work on private
equity and associated products.

“A lot of fund administrators do all sorts of
things, but the difficulty is that you need

different types of people to do different types
of administration, and it gets more
complicated the bigger you get. Many
providers service closed-ended funds that
invest in liquid securities, or funds that are
listed on Aim, or hedge funds, where the
investment process is different. We geared
ourselves to what we know best and became
a specialised provider, and it’s paid off.”

Administration work in Guernsey is not
necessarily tied to the domiciliation of funds
in the island. Helyar says Ipes services a
mixture of Guernsey, UK, Cayman Islands
and Delaware structures, mostly limited
partnerships. “A lot of them are UK-based
limited partnerships because it is a way of
ensuring that the fund has all the advantages
of UK statute law,” she says.

“This came about because of one very big
US investor who found that Guernsey
partnerships had never been challenged, so
there wasn’t any precedent to prove their
limited liability status. To get round this,
London law firm SJ Berwin put a UK structure
in place and then migrated it offshore, and
they have used this model a lot since.”

Specialist private equity administration is
far from the sausage-machine procedures
that often characterise the servicing of
traditional assets. “It’s usually bespoke
transactions, frequently involving the
establishment of dedicated holding
companies and structures,” Banfield says. “It
can involve complex structures in two or
three jurisdictions just to hold a single asset
– and these structures usually have to be
established at fairly short notice.”

While valuations can often be a slow
process, he says, the pace can suddenly
accelerate. “Our private equity clients are
particularly looking for responsiveness,
especially if a deal needs to be done. When
the fund’s board votes to follow the manager’s
recommendation to do the deal, it’s down to
the administrator to deliver on the nuts and
bolts and make sure everything is in place to
complete the transaction without delay.

“As administrators we put a lot of effort into
trying to understand our investment
managers’ needs in terms of timeframes and
reporting, so that we can try to match their
expectations. It means sitting down with them
on day one to understand what they expect
of us. When there’s a clear understanding on
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Having already built up a reputation as one
of the best offshore centre for private equity
business among fund promoters and their
advisers, Guernsey is benefiting from
growing volumes of business thanks to the
global expansion of the sector, which has
seen some of the industry pioneers launch
as many as five or six funds over a decade
with steadily increasing volumes of capital.

Once a private equity house has made the
decision to use Guernsey as a domicile, it’s
rare for them to change jurisdiction for the
launch of subsequent funds. When they have
built up relationships with auditors,
administrators and tax experts, managers
generally use the same providers as they
develop their business. Meanwhile, the
island’s private equity activity is also being
boosted by newcomers to the sector.

Initially the Guernsey private equity
industry attracted business principally from
leading European and global players such as
the Carlyle Group, BC Partners and Apax,
but in recent years dealmakers spinning out
of larger firms to set up their own start-up
private equity operations have been coming
to Guernsey as well, having developed
contacts on the island with their previous
employers.

It’s more than just convenience and habit
that keep some of the world’s leading private
equity professionals coming back to
Guernsey. The island is one of the top
choices for UK gatekeepers because of the
experience and expertise possessed by its
administrators, accountants and law firms,
and the fact that establishing and servicing
private equity structures on the island is now
a tried and tested process with a fast and
efficient turnaround.

The legal environment has improved
greatly over the past few years following the
introduction of the Registered Funds regime,

which replaced the existing supervisory
structure based on regulation of the product.
The new regime is based on regulation of
the service provider and offers a level of
protection appropriate to the kind of
investors that private equity funds attract,
such as pension funds and other institutions.

While Guernsey has long enjoyed an
impressive reputation among private equity
houses in the UK and Europe, it gained fresh
momentum in the US and beyond two years
ago with the launch of the USD5bn KKR
Private Equity Investors listed vehicle. The
deal awakened interest in the island from
managers all over the world and put it on the
map as a domicile for private equity funds
listed mostly on Euronext Amsterdam or the
London Stock Exchange.

Apart from the island’s ability to offer a
tax-neutral environment for managers and
investors, the KKR launch hinged on a
ground-breaking agreement between the
Guernsey Financial Services Commission
and the Dutch regulatory authority that
exempted Guernsey funds from additional
regulation in the Netherlands when listing in
Amsterdam.

The past couple of years have seen
various significant developments for
Guernsey. First, while private equity houses
are continuing to structure and launch
classic buyout funds, they have also have
sought to diversify into other related areas
such as infrastructure and opportunistic
distressed debt funds.

Secondly, managers are increasingly
starting to set up middle-office operations on
the island. In many cases the private equity
houses have recruited from their
administrators experienced staff with whom
they been working for a number of years,
and a key benefit is the ability to provide
continuity for their investors. ■
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Private equity firms
get the Guernsey habit

By Rob Hutchinson

Rob Hutchinson is a partner
with KPMG in Guernsey



both sides of what the deliverables are, things
can work smoothly the first time you’re
operating under pressure.”

In some ways, the principles underlying the
servicing of private equity funds are the same
as with any alternative asset class, according to
Iain Stokes, head of European private equity at
Mourant International Finance Administration.
“Sophisticated investors are committing
significant amounts of money to an asset class
that enables them to diversify their risk profiles
and can potentially earn higher returns, with
higher risk as the trade-off,” he says.

“The private equity industry is maturing and
the profile of limited partners has changed
significantly, from smaller investors who don’t
have their own investment community to which
they need to report, to big pension funds and
banks selling products on to their institutional
or private client base. As a consequence,
general partner reporting is of huge
importance. The decision to invest or
otherwise can sometimes come down to the
quality and transparency of the reporting that
the investor can expect from the fund, because
the investor needs to manage its own risk
profile and report to its own investor base.”

The change in the industry’s public profile
is also significant, Stokes argues. “Some
leveraged buyout funds are close to being
household names,” he says. “The industry is
under public scrutiny from interested parties
ranging from trade unions to governments
because of the range of its financial
firepower. Private equity now accounts for a
quarter of all private sector employment in
the UK, and directly or indirectly generates
tax revenues of some GBP30bn. This is a
niche industry that’s gone mainstream, and
that means transparency and accountability.”

It’s tempting but too simplistic to suggest
that private equity houses prefer to deal with
niche administrators that can offer
personalised service, Hutchinson argues;
sometimes bigger can be better. “It depends
on the private equity house and what they
want,” he says. “If you want a close
relationship, you have to be sure the people
you’re involved with can provide that,
whether they are big or small. It may be a
smaller player, but then again the private
equity house may want the comfort of a big
organisation that can pull the resources in
the event of a big deal.
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Ever since Jersey announced last autumn that it was establishing
two new categories of unregulated funds, with minimum
investment of USD1m or traded on a recognised exchange, that
would not have to undergo initial or ongoing supervision by the
Jersey Financial Services Commission, use a service provider
based on the island or obtain an audit sign-off, other jurisdictions
have been questioning whether they need similar vehicles in order
to maintain a competitive edge.

In Guernsey some industry professionals believe that the idea
should be examined as a potential addition to the island’s
armoury of fund options. But other say unregulated funds would
offer little that existing regimes do not provide already, that
there does not appear to be demand from investors for the
advantages they offer, or that introducing them would
undermine the jurisdiction’s reputation among investors for
sound regulation provided by the Guernsey Financial Services
Commission.

Ian Burns of Anson Group is one of those who are in two
minds. “The regime we have at the moment looks pretty good,” he
says. “I don’t think the turnaround time at the commission causes
any of our fund launches to be delayed, and from our perspective
I don’t see demand for unregulated funds.

“With the Registered Funds regime introduced by Guernsey last
year, there is a 72-hour turnaround time within the commission
which is working very well. However, I still need to collect the
same amount of know-your-customer and due diligence
information as in the past. The difference is that it is now stored
in a file that is available should the commission ever want to see
it, instead of being sent routinely to the regulator.

“While the process has shortened at the commission, the
process of collecting information on the fund, on investments, on
directors and on the manager remains. I’m happy about this,
because clearly we have a responsibility to ensure we have
completed due diligence on our clients. In some ways I’m
attracted to an unregulated funds regime, but I don’t know how
much time it would save because I would still have to collect all
that information.”

Darren Bacon of Mourant du Feu & Jeune argues that
Guernsey should look carefully at the concept of unregulated
funds. “You could say that the unregulated fund is a response to
Guernsey’s Registered Funds regime, which is not unregulated as
such but is clearly less heavily regulated than many other
structures.

“The regulator will look closely at it, but at the moment we
seem to have the products to satisfy customer demand. The
Registered Funds regime was brought in specifically to satisfy
customer demand for a lighter regulatory touch and faster
turnaround. If clients demand another structure, I’m sure we will
look at it, but I don’t think there’s demand for that yet.”

Does Guernsey need
unregulated funds?
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“There’s a tension for the administrator
between being able to understand fully and
being closely involved with the client, and
being able to respond as the client grows. If
the manager sticks with a small player, it
won’t be small very much longer. They may
be two or three people when they’re set up,
but they grow rapidly and the closeness of
the relationship will gradually diminish.”

As in every area of administration,
technology has an important role to play in
private equity, Hutchinson says, but it is less
of a holy grail than in, say, hedge fund
servicing. “You can’t do business without the
technology to run the basic accounting
functions or the investor relations database,
but it can only go so far,” he says. “There’s
no point in having the biggest and best
database in the world if you have no-one to
run it, take the reports off and satisfy the
investors’ needs. You can do private equity
without having the best technology in the
world, as long as you have people who
know what they’re doing.”

In Guernsey, such people are not in
unlimited supply. Says Stokes: “We all deal
with it in our own way, but Guernsey is likely
to remain a restrictive environment simply
because of its geography. It’s done an
incredible job in terms of building a credible
industry to service a global market, but at the
same time the stresses and the demands of
investors are becoming more complex.

“We’re in a marketplace where competition
is driving down revenue and where there will
always be competition for resources, of
which the most important is your staff. That
inevitably adds inflationary pressures, so
whether you want to or not, you are forced
to look at your operating model. That’s why
we are seeing an upsurge in administrators’
use of outsourcing, either to a third party or
to an in-house operation in another
jurisdiction.”

Stokes argues that the biggest challenge
is to make it “invisible to the client where the
work is performed. From the client’s
perspective, you have to ensure the integrity
of the structure remains intact, particularly if
you’re dealing with an offshore fund – there
are all these issues around management
control and decision-making. But ultimately
the responsibility lies in Guernsey, and that’s
where the greatest value is being added.” ■
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Close Fund Services executive chairman Stuart Dyer
believes unregulated funds are an avenue the island might
consider, but he is wary of the impact on its reputation. “Guernsey
has put more emphasis on regulated service providers for certain
types of fund, for which they carry out due diligence and provide
the sign-off for the scheme,” he says. “There may be some further
move in that direction, but in my view Guernsey should be very
aware that it has an excellent reputation, and you can go only so
far without potentially tarnishing it.”

Connie Helyar of Ipes argues that Jersey’s unregulated funds
regime offers little that is not already available in Guernsey. She
says: “Both islands are really offering the same thing, they just call
it slightly different things. We’re offering effectively an unregulated
regime, although we still license the general partners. They are
both much of a muchness.”

KPMG’s Rob Hutchinson notes: “One of the reasons Guernsey
has been successful is its light-touch regulatory regime, but
institutional private equity investors want to know that the vehicle
itself is properly regulated at a proportionate level. In my view
unregulated goes a bit too far and Guernsey doesn’t need to do
that. Most of my clients seem happy with the current regulatory
regime, which doesn’t stop them doing anything they want to.”

Iain Stokes of Mourant International Finance Administration
acknowledges that the development of new fund regimes in
recent years has been driven to some extent by jurisdictional
arbitrage. “The introduction of the Qualifying Investor Funds and
Registered Funds regimes in Guernsey over the past 18 months
has given us a lot more flexibility to launch products for the
sophisticated investor,” he says.

“These allow the regulator to retain an effective oversight role in
a strongly regulated environment while providers can attract the
sophisticated end of the market. At some stage the jurisdictional
arbitrage has to stop, because eventually you come to the point of
the lowest common denominator. However, I believe Guernsey
has been successful in moving to a principles-based regulatory
environment that recognises the risk attaching to certain kinds of
strategy.”

Bacon questions whether unregulated funds will in fact win
extra business. “The unregulated fund regime is largely trying to
target Cayman’s dominance of the market for hedge funds, which
want a very quick turnaround and are happy to operate in an
unregulated environment,” he says. “I don’t think the private equity
market is looking for that, and if it were it would be domiciled in
Cayman rather than the Channel Islands.”

Peter Niven, chief executive of promotional agency
GuernseyFinance, is unequivocal in his conviction that the island
should not go down the unregulated route. “It’s quite interesting
that last year, when we brought out our Registered Funds regime
for closed-ended funds, some people in Jersey accused us of
starting a race to the bottom,” he says. “Well, I can quite honestly
say they have won that race. We’re not planning to replicate that
in any way.”
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